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A cultural
revelation
Your cover feature
Facing Up to China
provided some excellent
new insights into major
issues surrounding the
social and political
development of the
world’s second largest
economy. But as a
European who has spent
much of the past decade
doing business out here
[in China] I feel you
overlooked a rather more
fundamental issue: the
fact that engaging as a
Westerner comes laced
with confusing and often
darkly comic realities
that stretch well beyond
the intellectual
assessments of politics,
power and influence
offered by your panel
of authors.
At its most obvious,
the difficulties start with
the Mandarin language,
truly beautiful as you fall
into it, but laden with
magnificent ambiguities:

he is she and she is he,
to give a convenient
example; the Mandarin
word ta can mean either.
It is quite possible to
learn from your contact
that he just met with
Andrew and Belinda,
and she is the only one to
trust, later to be told by
the same person—
without any lie—you
were actually informed
that Andrew is the only
one to trust. It can be
hard to know when you
are dealing with clean
intelligence. Then there
are the unfathomable
personal motivations,
bedded in two-and-ahalf thousand years of
corruptible and
corrupted Confucian
ideals of social and
familial hierarchy,
spawning absurdities not
as obviously apparent or
grotesque as those within
the Indian caste system
but equally as timeconsuming and
inefficient. And
commercial

relationships, strung
along with flattering
courtesies, endless bai jiu
toasts, and karaoke until
dawn, come dressed in
Chinese masks hiding
cultural mysteries,
enigmas and mores that
most Westerners can
never truly hope to
appreciate.
My own seismic
epiphany arrived one
freezing January
morning on a desolate
Guangzhou industrial
estate, at the end of a
four-hour meeting with
potential new clients in a
boardroom whose
windows contained no
glass and whose balcony
door remained
throughout—why not?
—gapingly open. Only
my hands stuck close to
normal body heat,
grateful beneficiaries
of a chipped mug full of
constantly-replenished
green tea. As we stepped
into the cab that would
carry us back to the
warmth of our five-star

hotel, I remarked to my
business partner—an
unusually smart young
Chinese woman—that
the meeting seemed to
have gone very well.
“Why do you think
that?” she asked me,
clearly surprised. I
replied that our hosts
had made various
encouraging remarks,
and seemed to buy into
what I had been telling
them. “But they think
you’re lying”, she told
me. I was shocked. I
asked her why they
would think I was lying.
She answered without
even pausing for thought,
without even turning her
head—matter of fact—
and it floored me: “Why
wouldn’t they?”
I sat there numbed
by the hammer-blow to
my already freezing
brain. As fast as the
questions tumbled in,
they tumbled out again,
speeding beyond my
grasp. Does everyone I
meet here think
everything I say is a lie?
Can I convince them
otherwise? How much
time and effort will that
take? Why would
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anybody meeting
somebody new start
from a standpoint of
mistrust? And then—
taking longest to arrive,
most unnerving of all;
most fundamental and
epiphanic—if their point
of departure is that I am
lying to them, then what
are they telling me?
It serves as a
reflection—and that is
not an inappropriate
word—of the huge
challenges involved in
attempting to quantify
and analyse the cultural
eddies swirling behind
the window onto modern
China. “Do not judge
China through Western
eyes”, is advice routinely
doled out to newcomers,
and it is advice
undoubtedly more
honoured in the breach
than the observance. Yet
nobody attempting
business here is wise to
ignore it. Leave aside the
culturally-embedded
racism—and make no
mistake, if they are doing
business with you, they
really, really can’t get it
from anyone Chinese;
you are expected to be
relatively lacking in

status even without the
linguistic fact of your
being an “outside
person”. Not for nothing
do Chinese businessmen
and women conduct their
meetings in ridiculously
outsized arm-chairs,
po-faced and selfimportantly superior,
sipping molihua cha
poured endlessly by
respectful, usually
beautiful, young females.
This is the 21st century
manifestation of
Confucianism, “a cult of
ritualised subordination;
an ethic of subservience”,
in which the value of any
contract—social as well
as commercial—is
calculated not only in
terms of the personal or
material benefits it may
offer, but also as a
measure of who is going
to command the most
respect moving forward.
The price to be paid is
not intended purely to
reflect the value that may
crystallise; rather it is to
be a greater indication
that you, as a prospective
associate, client or
supplier, owe ‘face’ to
those who grant you
recognition or money—

lest, god forbid, they
should view themselves
as owing face to you. If
the cost of saving face is
to pay less for, or
provide, an inferior, or
even inappropriate,
alternative, then so be
it—that is a problem for
the future.
I forget whether it
was Lloyd George, or
Gladstone, or Palmerston
who famously observed
that every time he found
an answer to the Irish
question, the Irish
changed the question,
but—whoever it was—
the point is well made
that some challenges are
doomed to remain
intractable. Perhaps only
the young will produce
the answer in China,
since they, to paraphrase,
may be another country:
the returning graduates,
the (usually) overprivileged scions of the
first post-Mao
generation, pouring back
home from California,
Canada, Australia and
Europe, clutching their
Western degrees, designer
attitudes, and crosscultural awareness.
Young men and women

like my business partner,
clearly understanding
how much simpler and
more productive
everything might be, even
as they remain rooted to
the inescapable cultural
influences that formed
their early development.
These are the people who
make China so exciting,
so hopeful, so
spectacularly interesting.
They see the problems of
institutionalised
corruption, potentially
lethal pollution, the
missing pillar of an
independent judiciary, the
absurdity of The Party’s
interests taking

Pat’s America

precedence over
everything, including—
push come to shove—the
pace of deeper economic
development. They see it
all, and they certainly see
it from both sides. As my
partner remarked recently
when I argued yet again
that attitudes would shift
within her lifetime:
“Maybe they will; but
how can you be so sure
that your way is the right
way?”
Jess Weeks
Consultant
Xu Jia Hui
Shanghai, China
7 October 2010

By Pat Oliphant

Jack Miles

American wildflower
America may be a wild and crazy country but that doesn’t
make it any easier explaining what’s going on

How on earth,
my Australian friends
have been asking me,
can so large a fraction
of
the
American
public believe that the
American president is an
illegal Muslim immigrant
actively
collaborating
with Islamic terrorism—
an obviously impeachable offence?
Australians tend to ask the question
with a smile and a shake of the head
at these crazy Americans. Well, yes,
America is a wild and crazy country,
no denying that. But let me suggest,
if I may, that this particular piece of
craziness is not a wildflower in the
meadow of American craziness but a
genetically engineered plant—in both
senses of the word plant—a plant
planted for a specific function.
To begin with just a bit of recent
history, Republican strategists and
their allies in the media initially
sought during the 2008 presidential
campaign to present the Democratic
candidate, Barack Obama, as an angry
black racist, patently playing to the
still-strong elements of race hatred in
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the Republican Party’s
southern base. That effort
failed after Obama gave
what many regard as an
historic speech. A fallback
strategy, aimed at giving
race hatred, increasingly
a sin that dares not speak
its name, a new hook to
hang on, mobilised antiMuslim and anti-immigrant sentiment
by planting and cultivating the bogus
charge that the Democratic candidate
was an illegal Muslim immigrant.
The Obama campaign chose to bury
these completely fabricated charges,
rather than dignify them with a
response, by effectively celebrating
Michelle Robinson Obama’s pictureperfect black American family during
the Democratic nominating convention,
most strikingly in the campaign film
then watched by many millions.
I pause to point out that if
Republicans, then or now, actually
believed that the president were a
seditious illegal alien, they would long
since have sought to impeach him.
For that matter, Democrats would
have sought to impeach him. That no

such attempt has been made or will
ever be made ought to tell you that
Republican strategists don’t believe
their own charge for a minute, and
yet Republican office-holders from the
top down have meticulously abstained
from repudiating it. It may look to you
like an urban myth. It may look that
way to a good few Americans as well. It
is, in fact, a classic electoral dirty trick.
The electoral tactic the Republicans
chose during the weeks leading up
to the anniversary of 9/11 is a tactic
familiar from previous campaigns. I
speak of the elevation of some divisive
social issue, often quite minor in
itself, into a brief national obsession
calculated to distract the general
electorate at the crucial moment from
an unpalatable Republican economic
agenda. As 9/11 approached, the earlier
canard that Obama was an illegal
Muslim immigrant was intensified
by linking it to a Lower Manhattan
Islamic community centre. The
calculated demonisation of this centre
as a ‘Ground Zero Mosque’ began
with Rupert Murdoch’s New York
Post, where the phrase may have been
coined. It continued through his Fox
News channel. Transparently, the intent
was to provoke Obama into defending
the centre in the name of freedom
of religion but also, because those
whose freedom was being challenged
were Muslims, to lend credibility
to the politically targeted charge of
crypto-Muslim identity and traitorous
collaboration with Islamist terrorism.

The strategy worked, but perhaps
all too well. It took on a life of its own
and triggered an embarrassing wave
of general anti-Muslim prejudice in
the US stretching noticeably beyond
anything felt immediately after the
bombings themselves. Among the
uglier manifestations: a stabbing, an
arson attempt, vandalism etc. This
sort of thing exceeded anything that
could plausibly pay a dividend to
Republicans in November. But to stop
it, Republicans—and most especially
former president George W Bush,
whose silence has become increasingly
audible—would have had to do what
they were trying to corner Obama
into doing. They would have had to
stand up for the religious freedom of
American Muslims even when praying
at a spot within walking distance
from the future memorial to the 9/11
victims. That public act of devotion to
the Constitution would have been good
for the country, of course, both at home
and abroad, and good for the world.
However, it would have gone exactly
counter to the Republican electoral
strategy. And so it didn’t happen.
In any case, the terminal spinout
of the strategy may have come when
a Florida pastor announced a public
burning of the Koran on September
11. This Koran-burning abomination
became a major international scandal,
so undermining American security
military strategy in Afghanistan that
General David Petraeus, the commander
of US forces there, denounced it and

the Secretary of Defence, Robert
Gates, phoned the pastor personally to
persuade him to call it off.
The pastor finally did call it off,
but the damage had been done.
In the pursuit of domestic electoral
advantage, the right wing had lent
substantial new credibility to the
claim that the United States was at
war with Islam, undermined the US
effort to stabilise Afghanistan, and
strengthened the opposition facing the
fragile US-backed government in Iraq.
President Obama had failed to rise to
the occasion with a speech remotely
comparable to his 2008 speech on
race relations. His modest remarks on
the anniversary were appropriate but,
in context, seemed almost literally the
least he could do. Most regrettably,
perhaps, the visionary plans he had
announced so boldly late in 2007 to
lay to rest the damaging belief that the
United States was at war with Islam
now seemed lost forever. And that loss
matters to Australia scarcely less than
it does to America.
After the 2001 attacks, George W
Bush had declared quite plainly that
the US was not at war with Islam.
However, his language thereafter,
especially ‘global war on terror’
when clearly only Muslim-sponsored
terrorism was in view, had had an
alienating and offensively incriminating
effect on Muslims around the world.
After the unwarranted US invasion
of Iraq, the notion took hold quite
powerfully and widely that America was

12 | 13 American Review

indeed at war with Islam. Approaching
the 2008 election, then-senator Barack
Obama’s descent from a Kenyan father
of ostensibly Muslim culture and his
boyhood in Indonesia with his mother
and an Indonesian Muslim stepfather
seemed to many liberals to be unique
assets for a historic new departure in
American international relations.
Some of you may have dipped
into Obama’s The Audacity of Hope,
in which so much is said of Indonesia.
Imagine the potential benefits for
Australia of a significant rapprochement
between the US, the most powerful
country in the West, and Indonesia, the
largest country in the Muslim world,
a functioning democracy, and your
largest near neighbour. Sadly, Obama’s
opponents have turned his potential
diplomatic assets into electoral
liabilities and, in the mid-term electoral
campaign, showed themselves willing
to undermine their country’s foreign
policy and even our American armed
forces’ battlefield security for shortterm political gain.
And it may yet be, when all the
dust has settled, that they will not have
procured even that. Yet whatever the
outcome of the election and whatever
the future of the Islamic community
centre in New York, the larger result
of the campaign against it and the
campaign to market an Islamicised
version of President Obama will have
been long-term, unseen collateral
damage to a nascent American detente
in the war with Islam that never was.

America at home

A convenient life
Better town planning is key to combating climate change
By John Norquist

Concern

about

climate

change has ebbed with the global
economic contraction. Noble sacrifice
seems less attractive to people fearing
loss of a job. So the political resolve
to address global climate change has
weakened. It wasn’t so long ago that
the consensus to act resolutely was
deep and broad. People compared the
climate challenge to the disappearing
ozone layer that spurred successful
collective action by all nations
to address an existential threat.
Opponents of climate action were
viewed as strange; almost as odd as
Holocaust deniers.
Now politicians, particularly on
the right, and energy industries have
marshalled a full-blown counterattack
against advocates of action on global
warming. Coupled with the recession,
this campaign has stalled almost any
government action on climate and
energy in the US.
The Republican John McCain
withdrew his support for a cap and

trade system. President Obama and the
Democrats barely mentioned climate
change during the mid-term elections
campaign. In Australia a resurgent
conservative opposition party, headed
by a climate change sceptic, almost
won the federal election. It is tempting
to attribute this situation solely to
the greed of the oil barons or the
cravenness of vote hungry politicians,
but I attribute part of the blame instead
to three strategic errors by those
promoting action on climate change.
The first error was to rely too
heavily on existential and apocalyptic
arguments. The ozone crisis was
relatively simple, whereas climate
change is complex and therefore it is
easier to raise doubts about its severity.
The second error was to cast
climate action as a moral obligation
to sacrifice living standards today
to save future generations. Actually,
most energy-saving and CO2-reducing
actions add efficiency to the economy
and quickly help increase productivity.

The most effective argument against
action on climate change is that it
will hurt the economy and kill jobs.
By associating their cause with
sacrifice, environmentalists handed
this debating advantage to opponents
on a silver platter.
The third error was to focus
almost exclusively on technical
remedies such as efficient light bulbs,
hybrid cars and green buildings. That
left out discussion of human settlement
patterns which account for most of
the difference in energy consumption
between areas of the developed world
that are big per capita greenhouse gas
emitters and those with much smaller
footprints. Specifically, the US with
its spread-out development patterns
and low usage of public transport and
other alternatives to the car has an
annual per capita energy consumption
of 7900 oil equivalents, compared to
3775 equivalents for Europe with its
more compact pattern. With its hybrid
development pattern, Australia clocks
in at about 5900 equivalents per capita.
Although the former US vicepresident Al Gore deserved his Nobel
Prize and Oscar for the movie An
Inconvenient Truth, he gave viewers
a too narrow view of steps they could
take to address the problem. His nineitem list of suggestions leaned heavily
on small but significant changes
we could make in our daily lives—
changing to a more efficient light bulb,
driving less, checking the pressure
on our tyres, using less hot water,
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adjusting thermostats, and, naturally,
buying his DVD.
Since then progress has been made
on installation of energy efficient
light bulbs and vehicle efficiency is
improving again after a decade of
backsliding. One huge omission was
how and where to build the more than
50 million new homes projected for the
United States by 2037. When it comes
to energy consumption and carbondioxide
emissions,
development
patterns matter.
Densely developed cities like
Sydney, Tokyo, London and New
York rarely come to mind as models
of environmentalism, but they should.
With people living closer to each other,
walking more and taking advantage of
public transport, cities have powerful
environmental advantages. A report
prepared for New York Mayor Michael
Bloomberg’s green blueprint, PlaNYC,
revealed that New Yorkers generate, on
average, 7.1 tonnes of greenhouse gases
a year, two-thirds less the average 24.5
tonnes generated by most Americans.
Of course, not everyone can be—
or wants to be—a resident of New
York. The good news is that a variety
of walkable neighbourhoods helps
reduce greenhouse-gas emissions.
A 2002 peer-reviewed study by
John Holtzclaw and other researchers
examined census surveys and odometer
readings from annual government-run
vehicle emissions tests to compare
driving patterns across metro Chicago,
Los Angeles and San Francisco. It

showed that miles driven by an average
household dropped between 32 per
cent and 43 per cent as the density of
neighbourhoods doubled.
In other words, in moving from
a typical exurban neighbourhood
with three units per acre to a leafy
neighbourhood of townhouses and
low-rise apartment buildings where
densities are at least 24 to the acre,
a household would expect to reduce
its driving to about one-third of their
former levels. A move to the tight-knit
heart of Surry Hills or Darlinghurst
near Sydney would yield about a 50 per
cent reduction.
With a switch to far more efficient
transport for some of their trips and
walking for some others, that’s a big
reduction in the annual tonnage of
carbon a household sends into our
atmosphere.
At the moment the freedom to fire
up a backyard barbecue or to load up
a car or pickup and hit the road are an
assumed ‘national lifestyle’ of parts of
the United States and Australia, and
that’s not necessarily the problem. The
problem is how much you use that
pickup.
In the next 30 years, Americans and
Australians will build tens of millions of
new dwellings somewhere. With urban
life emerging as a market favourite,
it’s looking more as if building a good
portion of them in liveable, walkable
traditional neighbourhoods is one of
the most convenient—and effective—
remedies for the inconvenient truth.

Downsizing the
American Dream
After the worst recession
in more than 70 years,
Americans are coming to
terms with a new age of
uncertainty
By Paul Taylor

Of the 13

recessions that the
American public has endured since
the Great Depression of 1929–33,
none has presented a more punishing
combination of length, breadth and
depth than this one.
A new Pew Research survey finds
that 30 months after it began, the Great
Recession has led to a downsizing of
Americans’ expectations about their
retirements and their children’s future;
a new frugality in their spending and
borrowing habits; and a concern
that it could take several years, at a
minimum, for their house values and
family finances to recover.
The survey also finds that more
than half of adults in the US labour
force (55 per cent) have experienced
some work-related hardship—be it a
spell of unemployment, a cut in pay, a
reduction in hours or an involuntary
move to part-time work. In addition,
the bursting of the pre-recession
housing and stock market bubbles

has shrunk the wealth of the average
American household by an estimated
20 per cent, the deepest such decline in
the post-World War II era, according to
government data.
While nearly all Americans have
been hurt in one way or another, some
groups have suffered more than others.
Blacks, Hispanics and young adults
have borne a disproportionate share of
the job losses. Middle-aged adults have
suffered the worst of the downturn in
house values, household finances and
retirement accounts. Men have lost
many more jobs than women. And
across most indicators, those with a
high school diploma or less education
have been hit harder than those with a
college degree or more.
Whether by choice or necessity,
many
Americans
have
already
significantly scaled back their prerecession borrow-and-spend habits.
According to government data,
household spending has gone down,
savings rates have gone up, consumer
credit has remained stable and
mortgage debt has plunged during
this recession.
The survey finds that the public
is starting to see some light at the end
of the tunnel. More than six out of 10
survey respondents (62 per cent) say
they expect their personal financial
situation to improve in the coming
year—the most optimistic reading on
this question since before the recession
began. Likewise, about six out of 10 (61
per cent) say they believe the damage
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the recession has inflicted on the US
economy will prove to be temporary
rather than permanent.
One striking finding of the survey
is that some of the demographic groups
that have suffered the worst economic
hits are also the ones most optimistic
about a recovery—both for themselves
personally and for the US economy as
a whole.
Blacks and Hispanics are more
upbeat than whites. The young are
more optimistic than middle-aged and
older Americans. And Democrats are
more upbeat than Republicans, even
though Democrats have lower incomes
and less wealth and have suffered more
recession-related job losses (see graph).
These group differences are
apparent not just in responses to
specific survey questions, but also
in a set of statistical models that
examine the independent impact of
race, partisanship and age on the
likelihood that a respondent will
express optimism on six different
attitudes about the economy tested in
the survey, controlling for a range of
demographic variables and recessionrelated experiences. The analysis finds
that blacks, Democrats and, on most
questions, younger adults are more
likely than whites, Republicans and
older adults to hold positive views
about the national economy and
their personal finances, regardless
of their income, education, gender
or whether they have had difficulty
paying their bills, making mortgage

or rent payments, or getting or paying
for medical care, or have had to cut
spending during the recession.
One likely explanation for these
seemingly counterintuitive patterns
is that in an age of highly polarised
politics, Democrats and Republicans
differ not only in their values, attitudes
and policy positions, but, increasingly,
in their basic perceptions of reality.
This is not the first Pew Research
survey taken in the past year that
shows that the election of Barack
Obama (which came at the height
of the recession in November
2008) appears to have put his most
enthusiastic
supporters—especially
blacks, Democrats and young adults—
in a more positive frame of mind
than Obama’s detractors about many
aspects of national life.
For example, since Obama was
elected, Democrats have become more
optimistic than Republicans about
the state of the national economy. For
most of the time that George W Bush
was in office, the reverse was true:
Republicans were more upbeat—often,
much more upbeat—than Democrats.

The

most striking feature of
the Great Recession is that those
without jobs are enduring the longest
spells of unemployment recorded
in modern economic history. Shortlived spells of unemployment, say
one month, typically do not lead to
significant financial losses or breaks
in career paths. However, long-term

unemployment, meaning being out
of work for at least six months, is
associated with severe consequences
for career, income, health and other
aspects of well-being. Thus, the current
spike in long-term unemployment is a
significant development.
The
median
duration
of
unemployment in May 2010 was 23.2
weeks, almost six months long and the
highest in the post-World War II era.
This means that 7.5 million of the 15
million unemployed workers have been
looking for work for more than five
months. The highest level recorded
before this date was 12.3 weeks in May
1983. The increase in the duration of
unemployment in the Great Recession
has also been dramatic. At the start, in
December 2007, the median duration
of unemployment was 8.4 weeks.
The share of workers unemployed
for more than six months (long-term
unemployed) has soared in the Great
Recession. In May 2010, 46.0 per
cent of the unemployed—6.8 million
workers—had been out of work for
more than six months. In December
2007, when the recession started,
17.3 per cent of the unemployed—1.3
million workers—had been without
work for more than six months.
The mirror image of the increase in
long-term unemployment, of course, is
a decrease in short-term unemployment.
The share of workers unemployed less
than five weeks fell from 35.8 per cent
in December 2007 to 18.7 per cent in
May 2010. The number of workers

unemployed less than five weeks is
unchanged at 2.8 million.

their children’s standard of living will
be worse than theirs. An additional 19
per cent say their children’s standard of
living will be about the same as theirs.
The percentage saying their children‘s
standard of living will be worse than
theirs is the highest it has been since the
General Social Survey first asked this
question in 1994.
Views about what sort of economy
the next generation will inherit differ
significantly by key demographic
variables. Young adults are much
more optimistic about their children’s
future. Among those under age 30,
64 per cent say when their children
are their age they will enjoy a better
standard of living. This compares
with 47 per cent of those aged 30–49
and only 35 per cent of those aged 50
and older.

Looking

further into the future,
Americans have become more sceptical
about the quality of life for the next
generation. Respondents were asked
whether they thought their children’s
standard of living would be better,
about the same or worse than their own.
On balance, more say they expect their
children will enjoy a better standard of
living. However, the percentage saying
this has fallen in the past 10 years. In
2000, 59 per cent of the public said their
children would have a better standard
of living than they themselves had.
By 2002, 61 per cent held this view.
Today, 45 per cent say their children
will have a better standard of living
than they do, while 26 per cent think
150.0
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Iraq’s new dawn
There are no easy answers in Iraq but the way forward must
reflect the needs of the Iraqi people, not US domestic concerns
By Rachel Schneller*

US combat troops left Iraq by
the end of August, fulfilling President
Obama’s campaign promise to end
the war. Operation Iraqi Freedom,
intended to liberate Iraqis from
Saddam Hussein’s tyranny and set
Iraq on the path of democracy and
prosperity, lasted more than seven
years, cost the United States one trillion
dollars, and resulted in the deaths
of more than 4400 US soldiers and
112,000 Iraqi civilians.
Iraq ranks sixth on the 2010
Foreign Policy Failed States Index,
slightly worse than Afghanistan,
and struggles to form a government
months after elections in March. Only
in the past year has Iraq approached
pre-2003 levels of oil production, the
revenues of which were supposed to
have bankrolled rebuilding the country.
Living standards are arguably worse
now than they were under Saddam.
Twenty per cent of Iraqis have been
displaced, either as refugees or inside
Iraq. Out of 34,000 registered doctors
before 2003, only 16,000 remain
despite an 8 per cent increase in
*The author works in the State Department

population and resurgence of diseases
such as cholera. It would be hard to
find a more misguided and destructive
US endeavour in modern history than
Operation Iraqi Freedom. As I listened
to President Obama’s 31 August speech
ending Operation Iraqi Freedom, I shed
tears of relief.
And yet debate about the wisdom
of withdrawal rages on. Critics note the
withdrawal, like the initial invasion,
was designed with US interests, not
Iraq’s, in mind. The 31 August deadline
to withdraw combat troops from
Iraq, leaving 50,000 military support
personnel and 13,000 civilians, was
self-imposed by the US government.
Timing the mission’s end during
Ramadan was clearly not planned with
the input of the Iraqi government. Our
2008 negotiated agreement with Iraq
sets only the end of 2011 as a deadline
for US troop withdrawal. Government
formation after Iraq’s 7 March elections
has stalled, and violence, while greatly
diminished from the chaotic slaughter
of 2006–2008, is still unacceptably
high. Withdrawing combat troops now
threatens Iraq’s stability and might
undermine what tenuous progress has

been made in training Iraqi security
and police forces.
It is a complex situation and there is
no easy answer. We should stay in Iraq
and we should leave. We still have a
mission in Iraq, Operation New Dawn.
But our overall mission can and should
be pursued without force. Democracy
and economic development, our new
goals, cannot be imposed on any
country by the army of an invader.
Their presence unjustified since 2003,
each day that US troops remain in Iraq
is another day too many. Every US
soldier stationed in the Middle East
detracts from overall regional peace.
Every US resource allocated to Iraq
is one withheld from Afghanistan,
which always was the greater threat
to US security.
The lack of a new Iraqi government
does not justify either an extension of
US combat forces in Iraq or intervention
in Iraqi politics. Last December I argued
that pursuing a policy of elections
at any cost was misguided, and I
believe this policy set the stage for the
impasse paralysing Iraqi politics today.
Elections were pushed through despite
serious unresolved issues to satisfy
an American timeline that required
elections in order to justify keeping the
military drawdown on schedule (ours,
not Iraq’s). Elections are important, but
there is more to a healthy democracy
than elections. Civil society and a
competent and independent judiciary
are equally critical. Our race to elections
last year has contributed to the delay in
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government formation this year and
undercut the democratic process in Iraq.
Success or failure of Iraq as a
country does not depend on how long
it takes to form a government. It will
depend on Iraqis learning to resolve
issues through politics rather than
violence. It is vital that the issues of oil
revenue-sharing between provinces and
the central government be addressed,
that electricity and sanitation be
provided to the people, and that
constitutional reform be conducted,
because these are the issues Iraqis have
shown themselves willing to kill each
other over. These issues threaten the
stability and viability of the country, not
timetables of elections or withdrawals
of troops. Concentrating on the troop
withdrawal debate again addresses US
domestic politics and ignores the real
problems facing Iraqis. Concentrating
on delays in forming a government gives
the issue more merit than it deserves.
The democratic process is alive and
well in Iraq. With elections over, Iraqi
politicians are meeting. Several unlikely
alliances have formed and dissipated.
All of the parties are talking to each
other despite vicious disagreement over
de-Baathification before the March
elections. The process of negotiating
and compromising is more important
than the end result. These parties, the
religious Shia Iraqi National Alliance
and the secular inclusive Iraqiya, are
the political representations of the
sectarianism that threatened to destroy
the country in 2006. If, instead of

resorting to violence again, these groups
meet and talk about how best to share
governmental power and responsibility,
this is indeed auspicious.
The process will go on longer than
Westerners are comfortable with, but it
will not go on forever. Impatient Iraqis
protest the lack of basic services of
clean water, electricity and healthcare,
calling not on Americans but on
their own leaders to provide it. Iraqi
journalists write scathing editorials in
Arabic and televise the deplorable living
conditions of many Iraqis, demanding
Iraqi politicians stop bickering and get
governing. The Shia religious authority
in Najaf has even pressured politicians
to get their act together. On the surface,
it looks like a political stalemate. On a
deeper level, Iraq is engaged in profound
political dialogue, a process we should
have refrained from interfering in last
year and should again be cautious
about meddling in. Iraqis are trying
to resolve what kind of country and
government they want: a secular
or religious one; a strong central
government
or
strong
regional
governments; integration with the Gulf
Arab countries, Iran or the Levant?
More than sectarian or ethnic
issues, Iraqis are divided on the above
questions, and only Iraqis know for sure
what answers they can live with. The
end result may be an Iraqi government
the US finds difficult to work with or
which opposes a number of US policies,
but this would not signify failure. It
would mean US–Iraq relations that

resemble those we have with many
other countries, including some allies.
As America withdraws from Iraq,
its actions will be closely monitored by
other countries anxiously watching to
see that Americans take responsibility
for the chaos they created. It is troubling
that there has been no mention of
Iraq’s refugees and internally displaced
persons (IDPs), even though the
US military drawdown is likely to
exacerbate this problem by creating a
new population of unemployed who
will be targeted by remnants of alQaeda and other insurgent groups.
The 2006 Samarra mosque bombing
triggered the largest refugee and IDP
crisis in the Middle East since the 1948
Palestinian exodus, with 2 million
refugees outside Iraq and another 2
million internally displaced persons.
Most refugees either cannot return or
have no intention of returning to Iraq
and refugee return is not a priority of the
Iraqi government. Indeed, premature
returns would exacerbate simmering
sectarian tensions and overwhelm
Iraq’s inadequate welfare and human
services systems.
We have not even touched on
adequately resolving this crisis by
breaking barriers to resettlement
in the United States and providing
humanitarian assistance to refugees
and IDPs. The repercussions of Iraq’s
refugee crisis have the potential to feed
domestic and regional conflicts for
decades to come, for which the US will
be deemed responsible.

Breaking up Afghanistan
As the situation in Afghanistan deteriorates, policy realists
are having to face up to some unpalatable truths
By Iason Athanasiadis

Najeeb Peykon shaves every
morning. “I shave as a mark of
resistance to the return of the Taliban,”
he said, beaming from a showbiz
burgundy suit with a red tie. “And
when we see each other on the street,
shaved men feel as much solidarity as
when we catch sight of the ink stains
on our fingers.”
In the war over symbols, cleanshaven voters signify support for a
modern Afghan republic shorn of its
ethnic fault lines and constructed along
pro-Western lines. It is a far cry from
the Taliban-era Afghanistan, where
elections were banned and shaved men
received public lashings.
But now, as the Taliban stage a
comeback, unease is growing among
men with no facial hair and the telltale
stains that betray their participation in
Afghanistan’s second parliamentary
elections. Letters issued at night across
the country ahead of September’s
parliamentary elections condemned
the electoral process as a Western
construct, pledging to track down
voters and cut off their fingers.
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For Peykon, a journalist and the
director of the independent radio station
Nehad, democracy in Afghanistan is
fragile, like “a single wavering candle
in a very dark house”.
“Most
people
don’t
know
anything about democracy and have
no acquaintance with it,” he said. “If
you’re from the same ethnic group,
then they’ll vote for you. Other people
follow the democratic bandwagon
as if it’s a caravan. Only a minority
understand its true meaning.”
The four narrow dark rooms
that make up Peykon’s radio station
represent an alternative vision of
Afghanistan to the strict orthodoxy
espoused by the Taliban. Free speech
under the cover of anonymity is
available to callers who often live in
areas too dangerous for government
forces to venture into. In the newsroom,
female journalists bustle about dressed
in the casual, colourful headscarves
popularised in neighbouring Iran by
secular Iranian women. Instead of
suffering the restrictions experienced
by those shuffling in the streets outside

encased in white and blue burqas, they
are free to call up sources, mingle with
male colleagues and speak their mind.
But the walls seem to be closing
in on this liberal view of a future
Afghanistan.
The
once-peaceful
north has increasingly destabilised as
Taliban-affiliated militias proliferate in
provinces like Kunduz, Faryab, Jawzjan
and Samangan.
As the house of cards presided over
by President Hamid Karzai teeters,
Mazar-e Sharif’s Governor, Noor Atta,
a former mujahideen commander, is
planning for the future by arming local
militias in several villages of his native
Balkh Province. After openly backing
the anti-Karzai presidential candidate
Abdullah Abdullah in last year’s
fraudulent elections, Atta’s current
actions suggest he feels the situation has
deteriorated enough to warrant entirely
bypassing the central government.
This deterioration is such it
has prompted the embattled Karzai
government to initiate direct talks with
the Taliban in Kabul. Several meetings
have taken place in the high-security
five-star Serena Hotel with unknown
high-level intermediaries for the
Taliban who, it is whispered, are former
colonels in the Pakistani secret services.
“The intermediaries are not the
real thing but they have the ability to
convey the message,” said Davood
Moradian, the chief of strategic studies
at the Afghan Foreign Ministry. “The
Taliban need to be convinced that they
will not prevail and they will not win.”

The ISI was instrumental in
setting up the Taliban in the 1990s as a
Pakistani proxy in a neighbour that has
always acted as a buffer against other
rivals. The Afghan government has long
complained that the Pakistanis have
not done enough to eject the Taliban
from safe havens in the tribal territories
along the Afghan border. But even if
they were to play a constructive role, it
is far from certain that the Taliban is a
purely Pakistani-led creation.
“The Taliban are obsessed with
the revival of the Islamic Emirates
of Afghanistan,” said Syed Saleem
Shahzad, a Pakistani journalist and the
author of Al-Qaeda: Ideology, Strategy
and Tactics. “Accepting its revival
negates the UN sanctions in the late
’90s and the dislodging of the Taliban
in 2001, amounting to a complete
western defeat in Afghanistan.”
The current discussions have their
antecedents in several breaking-of-fast
iftars brokered by the Saudi government
in September. They are reportedly some
of the highest-level contacts between the
Taliban and the Afghan government,
though this may only be an expression
of the urgency felt in Kabul ahead of a
policy review to be conducted by the
Obama administration that may scale
back the American commitment to
Afghanistan.
“Contrary to his campaign slogan,
Mr Obama has almost certainly
concluded that Afghanistan is not ‘the
right war’,” said Mark Medish, vicepresident at the Carnegie Endowment

for International Peace and former
director of Eurasian Affairs at the
National Security Council. “The
unwisdom of the deadlines does not
change the fact that the entire war and
‘nation-building’ efforts have been illconceived.”
President Karzai’s credibility with
ordinary Afghans and his western
backers is also at stake. The memory of
his fraud-riddled election is still fresh
and a US inquiry into his elder brother’s
finances is pending.
In fact, a strategy to break up
the country proposed by former
US ambassador to India, Robert
Blackwell, has been gaining traction
in policymaking circles. According
to the proposal, NATO would accept
that defeating the insurgency was a
lost cause and retreat behind a steel
wall in a Tajik-majority remainder
state. South of the new border, a new
Pashtunistan would emerge, centred
around Kandahar.
“Blackwell’s
proposal
echoes
the ‘realism’ of those who have been
calling for a tripartite division of Iraq,”
said Medish. “Even if the plan is not
adopted as a declaratory policy, it has
the virtue of reflecting facts on the
ground.”
The quick fix solution could have
the consequences of fragmenting
neighbouring Pakistan, a country where
40 million Pashtuns reside. Already a
failed state with nuclear weapons, the
consequences of a dismantled Pakistan
could destabilise the region. But
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Blackwell sees a potential advantage
in the chaos, arguing that “the spectre
of de facto partition in Afghanistan
might even produce the change of heart
in the Pakistani military’s attitude to
the Afghan Taliban that successive US
administrations have failed to achieve”.
The prospect of a secessionist
Afghanistan is music to the ears of
Persian nationalists like Nasir Ahmad
Farahmand, a philosophy professor at
Talimo Tarbiat University, in western
Kabul.
“It will mean the revival of
Khorassan,” he said, referring to a
historical, Persian-majority region
stretching from Tajikistan to the
Iranian city of Mashad. “And its capital
will be Mazar-e Sharif.”
The obvious downside of this
for Washington would be the further
strengthening of regional rival Iran.
Tehran has maintained cordial
relations with Pakistan while extending
its sphere of influence within western
Afghanistan. On Afghan streets,
the Iranian President, Mahmoud
Ahmadinejad, already enjoys wide
popularity among the Tajik, Uzbek and
Hazara minorities.
Farahmand is involved alongside
the former intelligence minister
Amrullah Saleh in building a political
movement opposed to President
Karzai’s planned negotiations with
the Taliban.
“We cannot hand our country back
to these people,” Farahmand said. “The
only good Talib is a dead Talib.”

Runaway China
As China presses ahead with its economic revolution, its
dependence on the United States is becoming less important
By Ben Simpfendorfer

China is the poorest member to
enter the world’s richest club. It is a
contradiction that explains much about
the country’s own challenges, and its
relationship with the United States.
When China recently overtook
Japan as the world’s second largest
economy, it was an event that captured
global headlines. Yet, rather than
trumpet its success, China focused
instead on the importance of raising
incomes to developed world levels. The
fact that China’s purchasing power
parity-based per capita GDP is just
$6600, against Japan’s $32,600, is a
point that rubs sores with those who
have not benefited from the country’s
robust growth.
It is an important distinction. The
United States can either focus on the
China that is the world’s second-largest

economy, or the China that is as poor
as Algeria and Namibia.
Focusing on the second will result
in a better alignment of interests. China
might have once sought to capture world
number one titles, but it is increasingly
focused on creating a ‘fairer’ society,
rather than ‘faster’ growth. This is
the only way to redress the country’s
imbalanced economy, which has so far
largely benefited factory owners and
wealthy coastal provinces, to prevent it
resulting in social unrest.
True, China has emerged from the
crisis in a far more robust position than
most other economies. It grew 11 per
cent last year, buoyed to a large part
by fiscal stimulus, but also stronger
domestic demand. There were worries
the economy was slowing again in
2010, but it has since bounced back,

even shaking off tightening measures
targeting the property sector.
Neither is the United States as
important as popularly believed. Only
23 per cent of China’s exports are
shipped to the US, the share having
fallen from a large 29 per cent over the
past decade, as China ships more to
Europe and, increasingly, the emerging
markets. The fact that China’s market
share in America’s retail malls and
stores is already high also serves as a
growing restraint.
So has China decoupled? In so far
as the United States is still the world’s
largest growth engine, China remains
exposed to indirect effects. Were the
American economy to double-dip over
the coming year, growth in Europe
and the emerging markets would also
likely slow, to the detriment of China’s
export factories. Still, the relationship
is weaker than it was in the past.
It might then appear odd to many
that China is worried about its growth
model. Yet, the global crisis has shone
a spotlight on the many problems with
its domestic economy.
The first is that the country is at
the tail-end of a decade-long boom
driven primarily by liberalisation of the
housing sector and outsourcing from
mainly North Asian manufacturers.
Another round of economic reform
is needed to ensure that the boom is
sustained. Yet reform has slowed, even
reversed, in some sectors.
The second is that American
consumers will not play the same role
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they once did. The global crisis has left
many saddled with debt and worried
about anaemic job growth. No wonder
then that China’s exports to the United
States have still yet to surpass the peaks
they reached as the crisis took hold in
the final months of 2008.
The third is that it is no longer
enough to rely on the manufacturing
sector alone. Domestic consumers
cannot make up the shortfall from weak
foreign demand, not least US demand.
And while sales volume growth is rising,
margin growth is falling because of
intensifying competition. Continuing
to pursue a low-cost, and low-margin,
growth strategy will only end badly.
Comparisons with Japan are
thus timely; it is the only other Asian
economy to make the world’s Top 10
list and it shares features with China
that the other developed economies do
not. But while it is popular to make
comparisons with Japan’s bubbleeconomy of the 1990s, it is the 1970s
that offer the more instructive lesson.
It was then that oil prices spiked,
creating a global crisis. Japan could
have responded by throwing subsidies
at their manufacturing sector. Instead
officials strove to reduce the economy’s
energy intensity, while manufacturers
invested in more energy-efficient capital
equipment. It is a response Chinese
officials and manufacturers could learn
from in grappling with their current
problems.
Wang Yang, the party chief of
China’s Guangdong province, has

cited Japan’s experience as a model
for China. He says the country
should use today’s economic crisis
as an opportunity to reform its own
manufacturing sector, rather than
provide it a lifeline through VAT
export rebates. It should close down
the low value-added manufacturers
that pay low wages, waste resources
and generate little return.
His comments were not well
received by all in Beijing. Jobs are,
after all, key.
In this respect, Japan again
offers another lesson. It was also in
the 1970s that the country’s services
sector overtook manufacturing as
having the larger share of the overall
economy. Financial, logistics, tourism
and health services all started to
grow more rapidly, helped in part
by the restructuring taking place in
manufacturing.
Developing China’s service sector
is likewise crucial if the country hopes
to successfully rebalance away from
low-cost manufacturing.
If it does, the United States stands
to benefit most.
The US is a particularly competitive
producer of services. Health, finance,
entertainment and tourism are already
valuable exports. The problem is that
China’s entry to the World Trade
Organisation never seriously dealt
with services, as it did manufacturing.
And the services sector remains largely
closed to foreign companies.
Pressure must be exerted on China

to reverse its stance. The benefits of
developing a services sector, with the
help of foreign companies, must be
demonstrated. Is it an impossible task?
Perhaps not. Beijing can be receptive to
‘constructive’ criticism, especially if it
results in the type of job and income
growth that sustains a decade-long
boom.
Yet there are still only tentative
signs that China will listen. It might
take a new leadership, after the
transition in 2012, to usher in a new
round of economic reforms.
In the meantime, the US–China
Strategic Economic Dialogue offers a
useful forum for advocating reform.
Better coordination with European
partners is also important. The
European countries, especially the
United Kingdom, have as much
to benefit from service sector
liberalisation. And recreating the
coordinated pressure of China’s earlier
WTO negotiations would advance
common interests.
And so the United States, much
like China, stands at a crossroads.
It could choose to focus on China
only as a strategic competitor. Or it
could realign its interests with those
of China by helping to rebalance
the domestic economy and limit the
possibility of social unrest. In doing
so, it might just find a growing market
for its own service exports, from
Hollywood films to private clinics,
in what may one day be the world’s
largest economy.

Brendan Hoffman
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Hope and luck

Can Barack Obama do what Bill Clinton did and comeback
from the political dead?
By Edward Luce

If anyone had been asked in 1994 to provide a two-year assessment of Bill
Clinton’s performance, even supporters would have had a difficult time mustering
a strong case. Two years into what we now know was president Clinton’s first
term, a fair observer might have described him as inept, overreaching, unpopular
and almost certainly a one-term president.
As for the first lady, Hillary, whose ill-drafted healthcare plan helped bring the
Democratic Party to a crushing mid-term defeat, whatever political ambitions she
might have harboured could be safely written off. History, of course, has already
rendered a different verdict.
As those who write the hurried ‘first draft of history’, journalists can often be
embarrassed by what they had once written long ago. It is with that cautionary
parallel in mind that this journalist weighs up President Obama’s performance
at the halfway mark—or indeed, quarter-way mark—of his White House tenure.
Things, to put it mildly, have not got gone according to plan so far. To be
sure, in his strikingly sombre inaugural address in January 2009, which, by
some estimates, was the most watched television event in history, America’s 44th
president warned of the “gathering clouds and raging storms”. He added: “No
less profound is a sapping of confidence across our land—a nagging fear that
America’s decline is inevitable and that the next generation must lower its sights…”
Then, as is often his wont, the young President pivoted sharply. Icy currents
were replaced by sunlit uplands. This was the moment “to set aside childish
things”. He continued: “On this day we gather because we have chosen hope over
fear, unity of purpose over conflict and discord. On this day, we come to proclaim
an end to the petty grievances and false promises, the recriminations and worn-out
dogmas that for far too long have strangled our politics.”
If only President Obama had been half-right. What went wrong? And will it
eventually start to go right? Casting posterity aside, this journalist would suggest
there are three tactical errors that can be laid at Obama’s door that explain why
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the backlash against his presidency came so quickly and with such force. None of
these transgressions comes close to justifying the instant and enduring vituperation
with which Obama was greeted by America’s conservative movement—both the
Republican Party and its allied radicals in the various Tea Party groups. But these
errors, both of commission and omission, help explain why Obama may have
been so late in recognising the challenge posed by his ill-wishers.
The first, and easiest to illustrate, was Obama’s tendency to stoke expectations
way beyond his capacity to meet them—and way after he needed to do so (his
inaugural words, for example, were spoken almost 80 days after he was elected).
People in the Obama transition team glibly offered parallels with Franklin Delano
Roosevelt, perhaps forgetting that it took a lot longer than FDR’s fabled 100 days
to push through his most enduring achievements.
Even without the economic crisis, Obama more than tee-ed himself up to
disappoint his swelling army of supporters, hundreds of thousands of whom gave
up their time—and some, their jobs—to volunteer in one form or another for his
campaign. They drank the Kool-Aid. But in retrospect it seems clear that Obama
himself, and his close-knit inner circle, had been swigging from the same bottle.
It was excessive for Obama to have promised the oceans would stop rising,
and the planet would begin to heal, on the day he took the Democratic nomination
the previous year. But it was borderline reckless to promise an end to division
and disunity as he took the oath of office. In addition, Obama’s almost ethereal
self-confidence served as a provocation to the millions of Americans who clearly
wished him to fail.
Obama’s second error was to underestimate the severity of the economic
crisis. In spite of pushing through a $787 billion fiscal stimulus within his first
few days in office and releasing the second half of George W Bush’s $700 billion
troubled asset relief program for the banks, in hindsight we now know that a
great deal more was required to revivify the US economy. Evidence of the Obama
administration’s relative insouciance about the direction of the US economy can
be found in its first formal budget which was submitted in February 2009 and
which predicted that unemployment would not exceed 8 per cent.
The fact that joblessness topped 10 per cent a few months later—and the
fact that the official numbers understate almost by half the number without jobs
because they drop out of the labour force altogether—was perhaps the defining
body blow to the Obama administration’s credibility. Obama and his economic
team expected a V-shaped recovery. But at the time there were legions of economists
arguing otherwise. Obama’s declining approval ratings closely tracked the rise in
joblessness and remain, like unemployment, in a bad place.
The third, and closely related, error was to embark on all manner of initiatives
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that had nothing to do with fixing the economy—the overwhelming number one
concern of all Americans according to every poll taken since Obama took office.
Of these, healthcare reform, which may well, as time goes on, cause historians
to think of Obama more positively, was the most egregious in the eyes of the
American voters. To healthcare could be added the cap and trade bill and attempts
at immigration reform. The latter two failed.
But it was healthcare, and the manner in which it was pursued, that turned
the electorate sour on the Obama administration and the Democratic leadership
on Capitol Hill. Whether it was the backroom deals with the various healthcare
lobby groups, or the fact that wavering Democrats took the bill hostage to win
pork-barrel funding for pet projects in their home states, Americans recoiled at the
spectacle of legislative sausage-making. It confirmed all their worst prejudices about
the ethics of lawmakers. And it left in tatters Obama’s promise of transforming the
way Washington does business.
Many on the right, of course, did not want any kind of sausage in the first
place. But the manner in which it was made offered them a political windfall that
helped put life into the emerging Tea Party movement. That movement, which
offers no realistic answers to America’s deepening structural problems and only
scorn towards their country’s first black president, is now in a position to wreak
further damage on Obama’s presidency.
Which brings us back to Bill Clinton. Readers may have noticed that this
essay has not mentioned Obama and the world—or any aspect of his foreign
policy. There is plenty to say on the subject, some of which is much more positive.
But if it was “the economy, stupid” in 1992, then in 2010 it is “the economy,
stupid” cubed.
Obama’s fortunes, and those of his country, will not principally depend on
whether he can close Guantanamo Bay, or push through further nuclear warhead
cuts with Russia—important as these goals may be. Without doubt they will rest
principally on Obama’s ability to restore the US economy to growth in the short
term and lay the foundations for a new period of sustained growth in the medium.
Whether Obama can do this will depend in the immediate future on luck
and the US Federal Reserve. Beyond that it will hinge on whether he can win a
second term in 2012. The latter, in turn, will depend on his ability to outsmart his
Republican opponents over the next two years.
James Carville, the architect of Bill Clinton’s 1992 campaign, once said: “The
more I practise at golf, the luckier I get.” Clinton got steadily better at the tactical
skills of governing as time wore on. The same may also be true of Obama. Given
the alternatives, friends of America should be wishing President Obama all the
luck in the world.

Olivier Lalin
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The disunited states
of Obama

Barack Obama appeared on the political scene promising
a new era of consensus, cooperation and a brighter future.
So where did it all go wrong?
By William Pfaff

Barack Obama seemed

in 2007–2008
a figure who had all but miraculously appeared in the
United States, promising to end what was, to a great many
Americans, a hateful and shaming national period, that of
the George W Bush administration, in which the Republican
Party of Abraham Lincoln and Theodore Roosevelt made
itself responsible for actions and policies that disgraced their
nation. The progressive Republicanism of the 20th century,
exemplified in the Eisenhower presidency, found its last faint
expression in the presidency of George H W Bush—and was
interred, or repudiated, during his son’s presidency.
Obama was not simply a liberal candidate, offering a
political alternative to the country, but a black presidential
candidate free of those qualities that were in the past obstacles
to the election to national office of most black American
politicians, constituting a barrier between them and the
ordinary white voter. He was not of slave descent, thus free
of the inherited consciousness of grievance or the resentments
associated with that condition. The American side of his
family was white and from a European background. His black
father was Nilotic African in origin, a member of one of the
traditionally dominant ethnic groups in Kenya. On his return
to Kenya, after university education in the United States and
long-divorced from Obama’s mother, he became a government
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official. The young Obama thus spent none of his life in segregated mainland
America, and was free of the family, cultural and political inheritance of slavery,
segregation, and racism experienced by his black contemporaries.
His liberalism was taken as proven by his and his wife’s associations with
‘liberal’ yet privileged American universities (Columbia, Princeton, University of
Chicago Law School and Harvard Law School). His choice of career as a social
worker, civil rights lawyer, and eventually politician in a largely black constituency,
was further evidence of his political commitment. He seemed to his political
supporters too good to be true. Yet by the mid-term elections of 2010 he confronted
ferocious opposition and predicted defeat by a radicalised official Republican Party
and the populist Tea Party movement. What had gone wrong?

An

important part of the answer can be found in the fact that the elections
in November took place in an American society experiencing a crisis of selfconfidence and morale that has provoked public bitterness and demagogy. This
is accompanied by a legislative impasse on major social and economic issues that
reflects mounting class and economic conflicts, and by a malfunctioning executive
branch, with consequent failure to deal effectively with even routine matters of
national infrastructure maintenance, transportation, state finance, and state and
national administration.
The country is deeply divided on fundamental issues of foreign relations, and
driven by simultaneous isolationist and imperialist impulses, both expressions of
mounting national disorientation as to the American role in world affairs—selfdramatising victim and avenger of terrorism and radicalism on the one hand, and
on the other, unsuccessful exporter of democracy and American political values
and economic ideas, increasingly unwelcome abroad.
The politically most urgent problems confronting the Obama administration
from its start have been unemployment, which reached 9.6 per cent in September,
the reform of discredited financial institutions, and war. The country’s foreign
policy includes a strategic doctrine that has produced the global projection of
American power and bases. This avowedly has been a search for total national
security, accompanied by economic and energy invulnerability: goals which are
implausible, and in their totality impossible for any president to achieve.
Behind this quest for total security lies an American conviction of separation
from and superiority over a contaminated and contaminating ‘rest of the world’,
originally producing a national policy of isolation from Europe that lasted until
1898 and the (colonial) war against Spain, and resumed between 1920 and 1941.
This derives from the nation’s religious foundation in New England millenarian
Calvinism (the Puritan Pilgrims) and, for the majority of the early immigration, the
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enthusiastic acceptance of the reformist and evangelical doctrines of Methodism
and the Baptists.
America’s political origin in 16th and 17th century European colonisation
produced an enduring national sense of political, cultural and moral isolation from
Europe. The American colonies’ successful revolt against Europe has ever since
been understood as its defining event, the source of its virtue, its barrier against
what has always been understood as the threat of that ‘old’ Europe (monarchical,
authoritarian, unjust, and religiously oppressive) from whence it came, and whose
continuing imperialism and pursuit of ‘power politics’ was until the mid-20th
century considered the great threat and challenge faced by the United States. The
American Navy’s dossier of war plans was until the 1920s headed by the threat of
war with the British Empire. Franklin Roosevelt considered that, next to defeating
the Axis, the natural objective of the United States in the Second World War was to
end European imperialism—as the war indeed accomplished.
The global policy America follows today may seem a reversal of this national
historical and psychological legacy, but it is not. It is its perpetuation by means of
the transformation achieved by Woodrow Wilson’s conception in 1917 of world war
to end war—an idea that has underpinned American policy ever since. It requires
converting the rest of the world to American values, placing it under benevolent
American rule. This initially failed when Wilson’s League of Nations failed. It
nonetheless has been American policy from the end of the Second World War to
the Bush administration’s interventions in Afghanistan and Iraq, perpetuated today
by the Obama administration.
That it has not, and logically cannot, succeed, is Barack Obama’s (and the
American nation’s) fateful problem, and quite probably will cause his administration
to end in failure. The forces in the Pentagon that compelled him to assume
responsibility for the current, and thus far unsuccessful, second intervention in
Afghanistan, are now presenting to him the argument that history itself demands
from America permanent intervention in the non-western world, to impose peace
and democracy, by force when necessary. As his current commander in Afghanistan,
General David Petraeus, has recently said, this is the Long War—“a fight we’re in
for the rest of our lives, and probably our kids’ lives.”
It nonetheless can be argued, despite the contrary evidence of Iraq and
Afghanistan, that the American people are nearing the brink of a renewed
isolationism. The so-called ‘war on terrorism’ is emotionally founded on a deep
desire by Americans to fend off and flee foreign threats. Even the national healthcare
legislation Obama and the Democrats finally succeeded in having passed this year
by Congress was bitterly opposed by many Americans primarily because it was
‘European’, ‘socialist’, ‘foreign’—extending the power of federal government,

and thereby alien to the American tradition of capitalist enterprise and individual
independence.

The mid-September Republican Party primary elections produced disconcerting
(to Republican incumbents, and national party leaders) victories by so-called Tea
Party insurgent candidates. This greatly pleased the ascendant extreme-right faction
in the party, and their media supporters, and appeared to increase the importance
of this populist movement.
To some Republicans, possibly the more perspicacious, the Tea Party victories
hinted of danger because of the uncontrollability and the ignorance of national or
international affairs of many if not most of the Tea Party candidates, who too often
came from circles given over to conspiracy (when not crackpot) theories and wild
political rumour.
To some other Democrats, and non-party liberals or leftists, the Tea Party
victories lent plausibility to a more dramatic interpretation of the American plight,
that of an incipient American fascism. But while the George W Bush administration
included many elected or appointed officials whose views were authoritarian,
implicitly despotic, contemptuous of international law and domestic legal
constraints, indifferent to civil liberties, and devoted to the interests of industrial
monopoly, robber-baron finance, ‘Big Oil’, and the traditional right, these were not
people running for office under the flag of the boiling teapot.
Tea Party enthusiasts tend to be anti-authoritarian, and suspicious of
all government, including quasi-fascist government. The authoritarians, on the
other hand, look upon the Tea Party movement as composed of useful idiots, as
indeed they may prove to be, in putting the Bush-style ‘hard Republican right’
back into power.
Tea Party voters in America are usually middle- or lower-middle class citizens,
with middling jobs or enterprises, who are essentially isolationist in attitude,
distrustful of foreigners because foreigners include terrorists with incomprehensible
motives and hostile religions, or are believers in such alien ideologies as socialism
(not to speak of integrist Islam), or composed of Latinos or other coloured people
crowding into America to outnumber and overwhelm ‘native’ Americans (needless
to say, not American native people, but people of European stock with one or many
generations’ family history in the US). The Tea Potters do not understand that
‘their’ America was some time ago destroyed by outsourced industry, asset-stripping
finance, trade globalisation, and other changes imposed on the American and world
economies by that very free-market business ideology they uncritically defend, as
well as by mass and frequently illegal immigration of poor Latin Americans to the
United States who are willing to accept minimal wages and systematic exploitation,
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doing the manual labour Americans are no longer willing to do themselves. The
people who vote for Tea Party candidates are voting to recapture an America
that they and theirs have unwittingly destroyed—or unwillingly cooperated with
economic predators to destroy.
The Tea Party also allies itself with the existing social conservatism (even
among many Democratic voters) concerning abortion, and homosexual ‘marriage’
and adoption. These for years have been political causes of the fundamentalist and
millenarian so-called ‘religious right’ but express values shared by most Catholics
(Latino Catholics are the most rapidly growing minority in the United States) and
Orthodox Jews.

Barack Obama’s political intelligence and qualities have been amply
demonstrated, but one can suggest that his qualifications for the presidency at this
moment of national crisis have been seriously overestimated. In electoral matters
there is always a tendency for supporters or observers to project their views onto
the candidate they support, only to be disappointed or dismayed to discover that
their own views are not those (in this case) of the man who is the 44th President
of the United States. This phenomenon has been particularly important in the
case of Barack Obama because of his intelligence and human qualities, among them
the impulse to find common ground and cooperation that led him into the fiasco
of his effort to cooperate with a Republican Party that seems to have lost all sense
of non-corporate public interest—as have, in recent years, most of business and the
financial community.
An aspect of being a man of consensus is vulnerability to the conventional
wisdom. Obama’s experience has been urban and metropolitan, one reason he has
made ‘ordinary Americans’, who are neither, uneasy. He has also been a Democratic
party man, figuring in one of the most successful big-city political machines in the
United States. To ‘get along’ in a party machine, it is necessary to go along. It
would seem to this writer that Obama’s crucial weakness has been his willingness
to function in the Democratic mainstream, accepting its judgments, and promoting
its established policies.
Above all, this has been true in foreign affairs, in which he has no experience,
and it would seem no intuitive judgment that might cause him to resist the
platitudes and illusions that dominate American foreign policy and strategic
discussion. The rationale for his presidential campaign commitment to the ‘right
war’ in Afghanistan was never articulated. The allegedly most influential of his
advisers in this matter even at the time emphasised his conviction that the real
crisis in the region existed in Pakistan, possessor of nuclear weapons, whose own
traditional strategic thinking, focused on the supposed threat from India, required
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that influence in Afghanistan be provided by Pakistan’s support for the Taliban
movement. This suggests that Obama’s entourage accepted the eventuality of a
conflict or armed (if necessary) ‘democratisation’ or domination of Pakistan,
rather than limiting themselves to some kind of victory over the extremist religious
sentiment and traditional xenophobia animating the Taliban in Afghanistan, and
an element in the religious and political dynamics of the Pashtun people, who make
up 40 per cent of Afghanistan’s population. This would seem an astoundingly
rash undertaking.
Obama, according to military witnesses themselves, has fallen under the spell
of the uniform. The military inevitably have their own institutional interests to
serve, and in the Afghan case their personal interests. General Petraeus has been
described by colleagues and journalists (as was his predecessor in Kabul, Stanley
McChrystal) as a man with major political ambitions. In Afghanistan, the counterinsurgency program for which Petraeus claims authorship, was first presented to
the newly-elected President Obama in terms and to the accompaniment of publicity
that made it seemingly impossible for the novice president to do other than endorse
the program. He was, as said in Washington, ‘bounced’ into it.
There is no compelling reason why he could not have demanded a Pentagon
program for strategic withdrawal, or turned to the State Department, whose
profession is the search for political solutions and diplomatic resolution in
difficult situations. One understands the political risk in this for Obama, but the
potential political gain was (and continues to be) ignored. He is constitutionally
the commander-in-chief of American policy and military forces, and the American
government and even members of Obama’s own entourage are deeply divided
on the issue of perpetuating the Afghan war, not to speak of the ‘global war on
terrorism’ inherited from George W Bush, which has the potential of destroying his
presidency and his place in American history.
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An innocent abroad

For all the grand speeches, President Obama has little
of substance to show on the foreign policy front
By Adam Garfinkle

If, as Winston Churchill declared on 1 October,
1939, Russia is “a riddle wrapped in a mystery inside an
enigma”, then the foreign policy of the Obama administration
is an ambivalence wrapped in a mentality inside a perplexity.
The latter is not as inclined to malignity as was the former in
Joseph Stalin’s time, but it is just as difficult to decipher as we
approach its first term halfway mark.
The fact that it is hard to speak coherently about that
which turns out to be incoherent may help to account for the
fact that virtually no one has offered a full-scale synthesis
of the subject. Shorter sketches on discrete issues there are.
Partisan op-ed length potshots and (usually) mercifully brief
blog posts written by the standard assortment of fans, fanatics
and fantasists both abound. But, quite uncharacteristically,
little big-picture analysis has been published. Doubtless there
are several reasons for this unusual state of affairs concerning
the affairs of state, but the sheer difficulty of doing the deed
has to be one of them.
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Why the difficulty, and what might an answer to that question tell us about
the subject itself? Three reasons produced by the administration’s own choices and
nature come first to mind. They have to do with the interplay of policy rhetoric and
behaviour, management style and the key factor of personality in presidential as
opposed to Westminster forms of democracy. Three other reasons of very different
sorts, and having to do with existential realities not of the administration’s making,
come to mind as well. One, which complements the management piece, is the
notable fact that there has yet been no significant sudden crisis to condense plans
and intentions into procedural precedent—no 3 am telephone call to the White
House residential quarters from the National Security Advisor. The historical
record shows that the precedents which matter most, those that elevate some
people and privilege certain ideas, are formed from experience, not theory. So far,
that experience ‘under fire’ is absent from the Obama watch.
A second extrinsic concern is a new slipperiness of definition about the subject
itself. Foreign policy has always been difficult to disentangle from national security
policy. Today, however, both are entwined with the extrusions of a domestic
economic crisis that is beginning to look larger and more structurally grounded
than was apparent in the tumultuous autumn of 2008. Foreign policy looks
different to national leaders when seen through the lens of domestic priorities, and
this can disorient observers used to a more conventional setup. The third extrinsic
reason is so obvious that most observers neglect it: politics. Barack Obama
seeks to be re-elected president in 2012, and his statecraft can not reasonably be
understood in isolation from that fact.
Let us look at these factors in turn, and then assemble them in hopes of
achieving a synthetic analysis. We should not be surprised if our own hard labours
at understanding parallel in some ways the difficulties confronting the still new
Obama administration that is our subject.

As to the rhetoric of US foreign policy in the Obama era, the one statement that
may be offered without fear of contradiction is that there has been plenty of it—
much of it presidential in nature. There have been not just one but two start-ofterm foundational foreign policy speeches, the purpose of which is to articulate to
the world the purpose of American power. The President delivered the first on 7
July 2009 in Moscow, and Secretary of State Hillary Clinton delivered the second
on 15 July in Washington. Both speeches bore the structure of a standard startof-term foundational statement in that each stressed five principles or pillars. (The
problem was that the President’s five principles and those of his Secretary of State
did not match up well, a fact bearing on the question of management, to which
we return below.)
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We also have as of late May 2010 the obligatory annual National Security
Strategy, a document that is, accurately or not, taken to bear the imprimatur of an
administration at its highest level. Besides these we have the presidential foreign
policy addresses delivered in Ankara and Cairo, critical war policy speeches on
Afghanistan and Iraq, two major presentations to the UN General Assembly,
a most unusual philosophical discourse on the occasion of the President’s
acceptance of the Nobel Peace Prize, and more besides in the form of interviews,
news conferences, official statements on the occasion of state visits, and so on. We
also have, not at all incidentally, the first Obama budget, which speaks volumes
in numbers. Compared to most of his post-World War II predecessors, Obama has
been a veritable one-man talkfest.
And what does all this word wrangling tell us? It tells us a good deal less
than one might think, not because nothing of substance has been said, but
because nearly everything has been said. Usually the President has seemed to
be channelling Woodrow Wilson, dismissing balance-of-power and spheresof-influence language as ‘so 19th century’ in favour of utopianesque ventures
like Global Zero in nuclear weapons and an emphasis on taming strategic
competition though legal progress towards global governance. But other times
he has seemed to be channelling Reinhold Niebuhr, speaking like a moral realist
who recognises the inevitability of trade-offs and the tenacity of the will to have
power among people. The sum of it is a profound ambivalence.
Beneath the rhetoric, however, there have emerged certain intellectual and
policy tendencies, but these have been either unclear or unstable. For example, in
its not very original but understandable desire to be the un-Dubya, the Obama
administration broke from the gate offering earnest engagement to nearly every
American adversary it could find—Iran, Syria, North Korea, Burma and others.
With an apology or two usually to hand, it trusted that more diplomacy and
less prominence for the military instruments of foreign policy would unfreeze
problems large and small. At the same time that it privileged an effusive and
accommodating tone, its body language was that of cold-blooded tactical realism.
It sought the pragmatic deal and rigorously avoided the ‘d’-word—‘democracy’
promotion—in its rhetorical ensemble.
All this suggested that, at a time of straitened economic and political
circumstances at home, the administration was eager to beat the kind of tactical
retreat that would simultaneously reduce US obligations while not letting things go
to hell in a hand basket. This was not an unreasonable approach, particularly with
regard to bringing two difficult, expensive and divisive shooting wars to an end.
Nevertheless, the policy claimed more than a tactical intent: it pointed inwards to
a core source of US troubles. It strongly implied that many gridlocked danger spots

around the globe were caused not by genuine conflict of interests or the aggressive
designs of others, but by the wayward psychology of American machismo, its
preachy holier-than-thou tone, and the temper-escalated misunderstandings that
arose therefrom to make the world more dangerous than it needed to be. A new
tone, the President seemed to think, would make a huge difference; speeches could
therefore be, in some cases at least, self-executing vehicles of policy.
As it happened, the administration’s early efforts to translate a new rhetoric
into policy success did not fare well. Certainly, no major problem has fallen
to solution just because Obama made a speech about it. Indeed, there is scant
evidence that the change in tone the President did manage to bring about has
sprouted any positive concrete policy consequences at all. Polls have shown that
while the President is on balance more popular abroad than his predecessor, his
policies really are not—not in the Middle East, not in Europe, not in Asia.
Moreover, many of the administration’s policies are not new, and this has
posed other problems for the marriage of rhetoric and reality. While what has been
discontinuous has not worked (at least not yet), the major areas of policy marked
by continuity are understandably not among the administration’s favourite talking
points. It has stunned many, including many in the United States, that Obama’s
policies in a host of sensitive areas in what used to be called the ‘global war on
terror’ bear a striking resemblance to those of the two Bush administrations.
Thus, candidate Obama swore to close down the Guantanamo prison; but
President Obama, finding the problem more complex than he thought once in
office, has failed to do so. President Obama, while jettisoning the ‘war on terror’
for the lower-case Orwellian ‘overseas contingency operations’, has nevertheless
increased the use of Predator drone strikes against terrorist targets in Pakistan,
many of which have the character of targeted killings. And he has duly sent forth
his lawyers to explain why such killings and attempted killings, even of some selfexiled American citizens like Sheik Anwar al-Awlaqi, do not violate US law.
Before his inauguration many believed, too, that Obama would encourage
lustration deep within the Central Intelligence Agency over accusations of
its having been involved in torture in secret prisons abroad. He did no such
thing, choosing instead to protect the autonomy and morale of CIA operations.
Indeed, from all reliable accounts, as well as from Bob Woodward’s Obama’s
Wars, his approach to national security has ramped up sharply the use
of clandestine operations undertaken by the CIA and other agencies of the US
government, including those engaged in warrantless wiretaps. It has to follow,
whether the President yet realises it or not, that crossing an inevitably too-inflexible
legal line from time to time just goes with that territory.
The failure of the administration’s engagement initiatives to transform their
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targets has doubled back in certain ways on the rhetoric itself. Thus, in recent
months the administration has exaggerated the success of US–Russia relations
as an end in itself, when the original purpose of engaging the Russians was to
gain aid for alleviating more painful pressures in Iran and Afghanistan. Some
early engagement efforts, too, were counterproductive to the administration’s
own aspirations. Its misguided blundering into the Israeli–Palestinian cauldron
set back the re-commencement of direct Israeli–Palestinian negotiations by a year.
To his credit, the President admitted that the problem was more formidable
than he had thought. But even after that bout of contrition, new mistakes
along the same lines as the old ones have thrown a pall over those negotiations’
likely achievement.
Some of the administration’s engagement initiatives brought harsh criticism
at home, too, and so carried political complications. This was especially true
for policy towards an Iranian leadership newly challenged in the streets after its
rigged June 2009 election. Even many who wished the administration well were
aghast at its stony dismissal of Iranian ‘greens’ brave enough to risk their lives for
freedom. Other efforts, like the outreach to Syria, simply fell flat on their faces for
lack of any interest on the other side.
The attempt to truly join rhetoric and behaviour into a coherent whole
foundered further as the level of policy abstraction increased. Thus, in the Middle
East the administration insisted that the Arab–Israeli conflict was linked to
everything else that seemed to be the matter with the region (a vast exaggeration),
while in relations with Russia, with its famous ‘reset’ button as another example
of the belief that tone and atmospherics could trump interests in relations between
major countries, it explicitly denied linkage (a sheer impossibility). It had wished
to reach an understanding with Moscow on both Afghanistan and Iran without
getting snared in neuralgic issues such as the Georgia–Abkhazia–South Ossetia
morass. It thought to use arms control as a kind of lubricant to assuage Russian
pride, a notion recommended by the fact that 95 per cent of the work on a new
Strategic Arms Reduction Treaty (START) had already been completed during the
Bush administration—but this, it insisted, was not a form of linkage.
The Russians, for their part, insisted otherwise. They demanded payment
for any help they might give, as eventually manifested in the US withdrawal of
certain ballistic missile defence plans in Eastern Europe, Moscow’s refusal
to unequivocally rule out the supply of S-300 anti-aircraft missiles to Iran, US
indulgence of Russian aid for Iran’s bringing the Bushehr nuclear plant on-line,
and more besides. The administration got for all this a better understanding
about logistical cooperation vis-à-vis Afghanistan and a Russian vote for tougher
anti-Iran sanctions that are of dubious utility in any event. And much to the

administration’s consternation and surprise, Moscow slow-rolled the START talks,
less to gain advantage within that agreement than to foil administration timetables
at the UN and on the ground in south-west Asia. Thus the administration learned
(one hopes) that linkage is a way of life, not a procedural tap one can turn on in
one place or off in another at will.
Even in areas seemingly of high priority to the administration, it could not
reliably connect the rhetoric-to-policy dots. On non-proliferation policy, for
example, the administration belaboured efforts on its Global Zero initiative, the
late April 2010 Washington Nuclear Security Summit and the May 2010 NonProliferation Treaty Review conference, even as policy towards Iran and North
Korea lay disconnected from these affairs. It was as if administration principals
thought they could move reality by pushing on the shadows it made. Meanwhile,
although US policy on the Iranian nuclear program remained unchanged—an
Iranian nuclear weapons capability remains ‘unacceptable’ and no option to
enforce that policy will be ‘removed from the table’—authoritative voices from
within the administration signalled that the use of force against Iran is for any
practical purpose not on the table as long as US efforts are still surging up and
struggling on in Afghanistan.
We shall see how all this shakes out in due course, but the noises coming
out of the Pentagon are inherently believable because they are logical: using force
against Iran while the conflict in Afghanistan persists would be the equivalent in
American politics of starting a second war. Unless a clear existential threat to the
United States is believed to exist, as in World War II, sane strategists don’t open
a second front while a first one is already in a mess. So when the Secretary of
State, amid one of her “crippling sanctions” reveries, began musing out loud about
“learning to live with an Iranian bomb”, no one was particularly surprised, least
of all the Iranian leadership. Yet it seems not to have occurred to administration
principals that one cannot effectively raise the prospect of a new form of extended
deterrence on one hand while undermining its credibility through a Global Zero
initiative on the other.
Indeed, the fuzzy indeterminacy that characterises the Obama foreign policy
holds true even at the highest echelon of strategy. The United States is the world’s
pre-eminent if not hegemonic power. Since World War II it has set the normative
standards and both formed and guarded the security and economic structures of
the world. In that capacity it has provided for a relatively secure and prosperous
global commons, a mission nicely convergent with the maturing American selfimage as an exceptionalist nation. To do this, however, the United States has had
to maintain a global military presence as a token of its commitment to the mission
and as a means of reassurance to those far and wide with a stake in it. This has
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required a global network of alliances and bases, the cost of which is not small and
the maintenance of which, in both diplomatic and other terms, is a full-time job.
Against this definition of strategic mission there have always been those in
the United States who have dissented, holding that we do, ask and expect much
too much, and get into gratuitous trouble as a result. Some have preferred outright
isolationism, but most serious sceptics of the status quo have preferred a posture
of ‘offshore balancing’. Remove the bases and end the alliances, they have argued,
and the US government will be better able, at less risk and far less cost to the
nation, to balance against threatening developments abroad, much as America’s
strategic mentor, Great Britain, did throughout most of the 19th century.
This is the core conversation Americans have been having about the US
global role since at least 1945. To one side we recall George McGovern’s 1972
‘Come Home, America’ campaign plank, the Mansfield Amendment that would
have removed US troops from Europe in mid-Cold War, and the early Carter
administration’s proposal to remove US troops from South Korea spoken in
rhythm to speeches decrying an “inordinate fear of communism”. To the other side
has been almost everyone and everything else, so that the offshore approach has
always been turned back, at least until now. Where is the Obama administration
in this great debate? We don’t really know; the evidence, once again, suggests
ambivalence.
President Obama has rejected American exceptionalism as no American
president before him ever has; he did so in London on 29 April 2009, when he
answered a question as follows: “I believe in American exceptionalism just as I
suspect that the Brits believe in British exceptionalism and the Greeks believe in
Greek exceptionalism.” By relativising what has always been an absolute, Obama
showed how profoundly his image of America has been influenced by the received
truths of the Vietnam anti-war movement and counterculture of the 1960s and
1970s. If he has a theory of American exceptionalism, it is a far subtler, humbler
and more historically contingent one than the secular messianist, attenuated
Protestant version that has been common to American history.
The President also believes that downward pressure on the defence budget is
warranted; his projected budgets show as much, though the prospective cuts are
not draconian. But in this he joins a large, politically ecumenical contingent, so his
views do not imply opposition to the forward-presence approach to grand strategy.
And the fact that US relations with many of its allies, notably in Europe, have
worsened during Obama’s tenure is more likely a consequence of the President
being distracted than it is of any active dislike for either specific allies or alliances
in general. Nor does his candid view that fighting in Afghanistan for another
decade and spending $1 trillion doing so is not in America’s best national interest,

mean that he is reticent about using force on behalf of strategic aims when it is in
America’s interest to do so. Perhaps Obama accepts the forward strategy but will
end up starving it of resources to the point that it will shockingly fail some crucial
test—perhaps the worst outcome of all.
Taken together, then, the administration’s track record, encompassing the
whole spectrum from discrete policy arenas to the lofty heights of grand strategy,
suggests the foreign policy equivalent of a Rorschach inkblot. Observers can see
in it what they have wanted to see. Some have tagged the Obama administration
a re-run of the Carter administration, but the fit is obviously imperfect; it’s very
hard to see Carter during his first or second year in office ordering those Predator
strikes, even harder to imagine him holding his tongue on human rights. Some
have seen a replay of Nixon and Kissinger: Realpolitik hiding behind feel-good
talk about allies and peace and the rest, trying simultaneously to play an inherited
weak hand and set the stage for a grand bargain—this time with Iran instead
of China. Still others think they are witness to the second coming of Franklin
Delano Roosevelt: a shrewd opportunist who knows the limits set by domestic
constraints, and whose main concern is national economic stabilisation and social
strengthening against the day when American power must meet a true test of
destiny. The name game can go on because, while no great successes have sprouted
forth from the Obama foreign policy, no great debacles have emerged either.

A good deal of the seeming incoherence in any US foreign policy administration
stems from management decisions made early on in a president’s tenure. How a
president wishes to set up his foreign and national security policy system is a
function of his personality, though, as we will see below, that hardly exhausts the
ways that a president’s personality affects US foreign policy.
There are as many ways to set up the system as there are presidents, but, in
general, a president will prefer either formal or informal structures, and either a
big or a small tent of key advisers. The less formal and smaller, the more centred
in the White House a policy system is likely to be; the more formal and larger, the
less White House-centric a policy system is likely to be. Classic examples: president
Eisenhower’s National Security Council was formal, systemically organised and
sprawlingly large; president John F Kennedy’s was less formal and much smaller.
Both models have at times worked well, and both have at times worked poorly;
outcomes derive from the quality of the leaders overseeing the structure as much
or more than the structure itself. But structure is not irrelevant. What a large
formal system gains in coverage, the use of institutional memory, bureaucratic
buy-in, and an enhanced capacity to both plan and implement it may lose in speed,
flexibility and creativity. What a smaller, more informal system may gain in speed,
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flexibility and creativity, even to the point of enabling genuine boldness, it may
lose in coverage, cross-issue coherence, bureaucratic support and the ability to
implement its own directives.
President Obama has chosen the small, White House-centred model, and he
has made clear that no matter how pressed he is with domestic policy issues, he and
he alone commands his foreign policy system, not he together with his National
Security Advisor as in most prior White House-centred systems. This is as far a
cry as one can imagine from what Warren Harding declared after his inauguration
in 1921, when he pointed to his secretary of state, Charles Evans Hughes, and
directed all media questions about foreign relations to him. The problem is that one
person, or even 35 key appointees holed up in the Old Executive Office building,
cannot possibly manage the foreign/national security policy of the United States.
There are two and only two ways to handle the mismatch between a small decision
system and an enormous array of decision points: prioritisation and delegation.
President Obama has left no doubt what he cares most about. He cares
about ridding the United States of its combat missions in Iraq and Afghanistan
without jeopardising rock-bottom US security equities in those countries. Now
that he has seen the intelligence at a new level and in more detail, he is concerned
about terrorism, which leads him to be particularly concerned about Pakistan.
In turn and much related, he cares deeply about the proliferation of weapons
of mass destruction, both to rogue states and to terrorists, understanding that
either would likely be strategic game-changers. As already noted, he seems to
think that the Arab–Israeli conflict, especially the Palestinian dimension of it,
is more intrinsically linked to this entire problem set than it actually is, and so
he has reasoned that the so-called peace process must be a high priority. In the
beginning of the administration, too, Russia held a high priority because, as has
already been noted, it was seen as an important tactical ally in dealing with both
Iran and Afghanistan. China mattered as well, of course, but less for its growing
geopolitical importance than for its role in the global economy.
For most of these priority concerns the President appointed a special envoy
who reports directly to him. The envoy in effect for the wars is the Defence
Secretary, Robert Gates, to whom he shrewdly delegated the gist of these policy
management burdens—shrewdly because Gates, a Republican holdover from
the Bush administration, gives him political cover from two directions: he
blunts Republican criticism and to a point his presence distances the President
symbolically from the wars themselves should things go wrong. His ‘envoy’
for all Russia/NATO issues is the Vice-President, Joe Biden, who thinks he
understands them and apparently has persuaded the President as much.
This leaves nearly everything else—the care and feeding of various and sundry

allies, Latin America and the Caribbean, most of Asia, all of Oceania, the Balkans,
the Arctic, and a whole host of functional issues from ‘trafficking in persons’ to
international religious freedom—delegated to the State Department. This puts
the State Department in an even more minor position than usual, and tips its
internal scales away from foreign policy to foreign relations, seemingly a subtle
but really a significant difference because in a White House-centred system the
State Department cannot act boldly or take major initiatives. This arrangement
also delegates by default major aspects of China policy and trade policy to the
Treasury and Commerce departments, respectively, and leaves a large dollop
of policy towards Mexico with the Justice Department and the Department of
Homeland Security.
The President’s personal style, of which more in a moment, has lent itself to
this arrangement for several reasons. One is that he could place his key political
operatives, Rahm Emanuel and David Axelrod (both now gone on to other jobs),
closer to the policy action. Another, however, is concern that the inter-agency
process in the Executive Branch does not work well. The subject was the focus of a
major commission study before and during the transition, the Project on National
Security Reform, on which several members of the incoming administration were
involved—including both the President’s former national security advisor, General
Jim Jones, and his first national intelligence director, Admiral Dennis Blair. The
special envoy tack comes directly from that study.
As for the politics of the thing, President Obama is not yet persuaded that
Hillary Clinton’s political threat to him has ended. His decision to appoint her
Secretary of State, and her decision to accept the position, were both fraught with
unexpressed but well understood political calculation. Turning Ms Clinton and
the State Department into relatively bit players in the policymaking process was
not accidental. The lack of genuine trust in that relationship also explains why
the two July 2009 foundational speeches were so uncharacteristically uncoordinated with one another.
The administration has already paid a price for the President’s management
decisions. To give but one of many examples, in July 2009 the president managed
to rile a valuable ally, President Nicolas Sarkozy of France, through complete
inadvertence. Having unilaterally blessed the expansion of the G-8 into the G-20
in the face of global economic instability, he ordered members of his administration
to seek the rebalancing of voting protocols within International Monetary Fund
and the World Bank so that they might better reflect contemporary (and idealised)
world power distributions. As he planned his own Global Zero initiative,
too, offices at the National Security Council and State Department were busy
continuing their work from the transition on how to reform the UN by reshaping
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the Security Council.
One of their ideas was to create a single European Union seat in place of the
two owned by Britain and France. As is the way of government, each of these
initiatives proceeded unaware of what others were doing. And so it happened that,
within the course of about a month, three core symbols of what remains of French
grandeur were attacked by the US government: the status of France as a nuclear
power, the status of France as a veto-wielding member of the UN Security Council,
and the status of France as a major player in international financial affairs.
It is the job, in this case, of the Assistant Secretary of State for European
Affairs to anticipate inadvertencies of this sort, and to stop a runaway policy train
before it flies off the trestle. Phillip Gordon, the current Assistant Secretary, is
particularly expert on France and knows Sarkozy; he even translated one of his
books into English while working at the Brookings Institution. He was aware
of the ‘perfect storm’ brewing in US–French relations, but whatever he tried to
do to avert damage it failed to stop the French volcano from erupting—which
it did when Sarkozy fumed aloud in the halls of the UN building about how the
president was “living in an imaginary” as opposed to a real world. It was not easy
to make the French nostalgic for the days of George W Bush, but the Obama team
managed it. This is what comes from trying to run the entire foreign policy of the
United States from the White House.

Read any serious history of American diplomacy and it becomes readily apparent
how central the character of the president is to it. One of the great mysteries of
understanding US foreign policy today in its essence is that, more than any other
occupant of the Oval Office, Americans and foreigners alike simply do not have
a good feel for who Barack Obama really is. Aside from being relatively young
and recent upon the national political scene, he doesn’t fit into any category with
which we are accustomed to understand intellectual and temperamental origins.
More importantly, Obama’s ‘mentality’ is not only hard for outsiders to read,
he is, thanks to the facts of his nativity and life circumstances, an unusually selfconstructed personality. He is black in an obvious physical way but culturally
not black in any significant way. He is a person who, finding himself naturally
belonging nowhere, has striven to shape himself into a person who belongs
everywhere. As his books suggest, he is a man who has put himself through more
reconstructive psychological surgery than any American politician in memory. A
few of the resultant characteristics are critically important for understanding how
he serves as both president and commander-in-chief.
Obama has understood above all that he must keep his cool. His cultivated
aloofness is absolutely necessary to his successful political personality, for he

cannot allow himself to exude emotion lest he raise the politically fatal spectre of
‘the emotional black man’. His analytical mien, however, has made it hard for him
to bond with foreign heads of state and even with some members of his own staff.
His relationship with General Jones, for example, lacked rapport to the point that
it seems to be a major reason for Jones resigning his position.
But Obama’s ‘cool’ does not imply a stunted capacity for emotional
intelligence. To the contrary: he knows unerringly where the emotional balance of
a conversation needs to be, and it is for this reason that Obama’s self-confidence
is so imperturbable. He knows he can read other people without letting them read
him. And this is why, in parallel with the complex of his racial identity, he never
defers to others psychologically or emotionally, not towards individuals and not,
as with the US military, towards any group.
The combination of ‘cool’ and empathetic control helps explain Obama’s
character as commander-in-chief. He is respected in the ranks for sacking
General Stanley McChrystal after the latter’s inexcusable act of disrespect
and insubordination. That was control at work. But US troops do not feel that
Obama has their back. He thinks of them as victims, not warriors, and one does
not defer to victims. His ‘cool’, as well as his having had no prior contact with
the professional military ethos at work, enjoins a distance that diminishes his
effectiveness as commander-in-chief.
Obama’s mastery at projecting himself as self-confident, empathetic and
imperturbable has also compensated for his lack of original policy ideas. Whether
in law school, on the streets of Chicago, in the US Senate or in the race for the
White House, he has commanded respect by being the master orchestrator of the
ideas, talents and ambitions of others. Many claim that his personality archetype
is that of the ‘professor’, but this is not so; it is that of the judge. It is the judge who
sits above others; they defer to him, not he to them. It is the judge who bids others
speak while he holds his peace and shows no telling emotion. It is the judge who
settles disputes and orders fair and just resolution. It is the judge whose presumed
intelligence trumps all others.
This kind of personality archetype can succeed well within American politics.
In this sense it is precisely Charles Evans Hughes, a former chief justice of the US
Supreme Court, not Carter, Wilson, Niebuhr, Nixon or FDR who stands as the
true forebear of Barack Obama. But in the international arena even the American
president cannot pull off a judge act and get away with it. Wilson tried and failed
(or was that a prophet act?). The American president among his international peers
is but one of many, perhaps primus inter pares but certainly without a mandate
to act like it. Obama cum ‘judge’ has not impressed these peers: not among our
European allies, who are ill at ease with his aloofness; not among Arabs and
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Muslims, who think him ill-mannered for bad-mouthing his predecessors while
being hosted in foreign lands; not among Russians and Chinese, who think him
gullible and guileless. Obama may still be popular on the ‘streets’ of the world
because of the colour of his skin, the contrast he draws to his predecessor, the
general hope for renewal he symbolises, and his willingness to play to chauvinist
sentiment abroad by apologising for supposed past American sins; but this matters
not at all in the palaces where decisions are made. As his novelty has worn off, he
impresses less and less.

One

reason President Obama does not impress the foreigners who matter is
that he looks to be a figure in political distress at home. They know, as does the
President, that his legacy will be forged in the context of the American domestic
moment. Success at home can empower him abroad, but the opposite is not the
case. That is why it is impossible to assess the Obama foreign policy bereft of its
domestic political context.
When Obama entered office, the economy justifiably dominated his time and
energy. Once he gained a moment to sit back and take stock, his attention flowed to
what he cares most about: issues of social and economic fairness within America.
Thus, even a man who has insisted on monopolising his own foreign policy saw
it ultimately as a holding action against more urgent and important domestic
challenges. This explains the remark of a confidante of General Jones, that “after
all that Obama had done to practically beg him to take that job... Jim had the
sense that Obama didn’t really care.” Yet the decision to privilege healthcare over
energy policy was a grave error, similar to the one president Clinton made in 1993
and, in reverse order of policy domains, to the one president Carter made in 1977.
One does not come newly enthroned to a place like Washington and try first thing
to tackle the hardest, most special-interest encrusted issue in town. That is bound
to exhaust more political capital than a novice president can afford. Obama’s
victory on the healthcare issue was meagre on its own terms and decidedly Pyrrhic
politically. It never grew the legs to burnish his image more broadly, whether at
home or, except very briefly, abroad.
It soon became clear, too, that a man who bravely campaigned against the
K-Street ‘transactional culture’, which he identified as the root of US political
dysfunction, lacked the power once in office to do anything about it beyond
decreeing a few feckless White House edicts about hiring lobbyists for executive
branch jobs. When the President decided on the stimulus package, when he put
together his first budget, when he needed the healthcare and then the financial
reform bills drafted, what did he do? Having few ideas of his own, only the
remnants of a campaign staff and, most importantly, very few close political allies,

he had no choice but to turn to the Democratic leadership in Congress to commute
these tasks. This, to put it mildly, is no way to fight the K-Street transactional
culture. Foreign leaders saw this as well, and they saw the widespread (if largely
unfair) charges of leadership forfeit over the BP Deepwater Horizon Gulf of
Mexico oil spill. The conclusion they drew is that President Obama is a weak
leader, a conclusion that high unemployment figures, Obama’s falling approval
ratings and the results of the mid-term election have since done nothing to alter.
Clearly, this is only one way that American domestic circumstances cast
their shadow on American foreign policy in the age of Obama. As foreign policy
has become both inseparable from and subordinate to economic concerns, these
concerns play back on foreign policy from several angles. They bring pressure for
a more austere defence budget, which in turn affects key planning judgments with
major strategic consequences in the future. They promote concern about trade
deficits and distorted international capital flows that directly affect US policy
towards China and thus, at least indirectly, towards a dozen or so important allies.
Political weakness and the subordination of foreign policy to domestic priorities
also join to explain the contours of the President’s trip to the United Nations in
September 2010. The President devoted his yearly General Assembly speech to
a political need: rebalancing a perceived lack of commitment to democracy and
human rights promotion in US policy. Though delivered before an audience of
prestigious foreign diplomats and heads of state in Turtle Bay, the speech’s real
audience was composed of American voters in advance of the November mid-term
election. The real business of the trip, however, was transacted in a private twohour meeting with the Chinese Premier, trying to convince him to realign the value
of China’s currency in the interest of greater long-term international economic
stability. The Chinese military is building fast; China is asserting its sovereignty
in its trans-territorial waters in ways never before seen, all as the capabilities
and resources of the US Navy are shrinking. But what takes pride of place in
US diplomacy towards China? Trade and money. Is this shortsighted? Perhaps,
perhaps not; it is, in any case, politically unavoidable, for if Obama does not raise
the spectre of tariffs, the US Congress will.

So we are brought to politics. An American administration may be compared to
a tea ball within a teapot. The tea ball brings name and flavour to the brew, but
without the liquid surroundings and the element of heat to make the whole thing
boil, nothing much would happen.
Barack Obama is a master of the political arts. To expect such a man to
simply set aside that mastery once president is to expect too much. Moreover,
politics provides the unifying energy that binds the various parts of a president’s
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obligations and aspirations together. Its sources are manifold but its consequence
is seamless. Just as one rock-solid reason that Lyndon Johnson persisted as he
did in the Vietnam War was to protect politically what he cared about most—
his Great Society program—so Barack Obama’s decision on 1 December 2009
to juxtapose a July 2011 exit date next to his decision to “surge” 30,000 more
US troops into Afghanistan turned on his need, as he reportedly expressed it to
Senator Lindsay Graham, “not to lose the whole Democratic Party” before major
votes on healthcare and other legislation.
Some American critics have complained precisely on this point. It is standard
practice in Washington to condemn the insertion of political motives into foreign
and national security policy decisions. But it is not, because it cannot be, standard
practice to actually desist from it, at least much of the time—and, if anything,
Thomas Donilon’s elevation to the post of National Security Advisor increases the
weight of political factors in the administration’s decision-making processes.

If we now try to put all the foregoing factors together, what do we find assembled?
We find a president in a tough spot who most likely does not know if he is inspired
more by Wilson or Niebuhr, because reality thus far has not forced him to choose.
We don’t know if he is resigned to a strategy of forward deployment or desirous
of an offshore alternative because he likely doesn’t know either, having never
been posed the question in so many words. We find a man whose inexperience
leaves him with an incomplete grasp of what he gives up by asserting such
close control over foreign policy from the White House. We see a man whose
personality does not function abroad as successfully as it has at home, and so
cannot with brilliant speeches alone dissolve the conflicting interests that define
the cauldron of international politics into a comforting pot of warm milk. We see
a man commanding a decision system untested by crisis, and one whose core issues
remain unfocused for all the distractions of other challenges in his path. We see,
lastly but not least, a man whose political instincts are no more detachable from
him than his own shadow.
From all these sources, bumping against and mixing with one another, comes
the foreign policy of Barack Obama. Where the man will lead that policy, or
the policy lead the man (the rest of us in tow), is now driven by the fact that the
President is adrift conceptually since his initial engagement strategies did not
succeed. Obama now awaits the crisis that will forge his legacy, but what that
crisis will be, and whether the president will meet it with the American national
interest or his personal political concerns foremost in mind, no one knows. No one
can possibly know.

Jessica Dimmock
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It’s the recovery, stupid
After an impressive response to the economic crisis, the
Obama administration has failed to adequately address
the challenges that lie ahead
By Michael Spence

In September 2008,

the global economy
and financial system experienced an earthquake, registering
high on the economic Richter scale. The epicentre of this
earthquake was the financial system in the United States. It
was the end of the Bush presidency. The presidential elections
were two months away. The timing from the point of view of
crisis management could not have been worse.
With the failure of Lehman Brothers as the trigger point,
the financial system started to freeze up. Debt-fuelled asset
inflation suddenly reversed. Credit disappeared. Bank solvency
was in question and interbank lending vanished. The payments
system started to fail. The housing market went into freefall,
taking with it household balance sheets and net worth. As a
consequence, consumption dropped, taking down business
sales and, with a short lag, employment and investment.
This had all the makings of a depression scenario,
with credit freezes leading to indiscriminate destruction
of businesses. By analogy, if all supermarkets announced,
without warning, that they would be closed for an indefinite
period, there would be a huge problem getting food from
producers to consumers: the food is there but the channels
are closed. In this case, the channels for providing credit were
shutting down.
These conditions required fast, aggressive and
unconventional responses on the part of the government and
the US Federal Reserve.
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The crisis response, mounted by the Bush administration and taken over by the
Obama administration, was all of the above. A combination of direct injection of
capital into banks and other systemically important financial institutions, rapid
expansion of the Fed balance sheet through the purchase of unconventional assets,
a variety of guarantees, taking over Fannie Mae and Freddie Mac and effectively
AIG, and direct lending in the commercial paper market prevented a complete
credit lock-up.
All of this had to be accomplished without a lot of time for reflection, debate
and the weighing of options. It is hard to overstate the level of uncertainty about
asset values, solvency and the connectedness of balance sheets that prevailed at
the time. Along with the extreme uncertainty and lack of information came fear,
and that in turn caused highly conservative, risk averse behaviour on the part of
financial firms and households/consumers. The individually rational choices of
individual entities were giving rise to collectively irrational results. The role of the
government in such circumstances is to intervene at multiple points to break that
damaging cycle. Both administrations understood this and acted accordingly.
Choices that were made were occasionally mistargeted and need to be changed.
The Troubled Asset Relief Program, passed by Congress, originally targeted the
purchase of complex securitised assets that had lost value and stopped trading. It
had to be partially redirected to direct infusions of capital into banks. This caused
friction with Congress. Further, it appeared to the public that the government was
bailing out the Wall Street firms whose leverage and misestimates of risk had been
major contributors to the crisis.
I noted at the time that in crisis circumstances, policy options often range
from bad, to worse and on to truly dreadful. Wise decision-making is to select the
least worse, do it quickly, and accept that there will be both anger and criticism.
The Obama administration picked up the ball, mid-crisis, with the early
selection of an experienced economic team. It interacted with the Bush team and
prepared ongoing crisis management plans between the November election and the
inauguration. The most important item in the expanded plan was a large stimulus
package whose purpose was to reduce the rate of decline of the real economy. It
was passed in late February of 2009.
The downward plunge of the markets began to decelerate and then stabilise in
March of that year. Following the capital injections and Federal Reserve programs,
it was an important step, notwithstanding the debate and disagreements about
size, effectiveness and targeting. The first priority was to stabilise before turning
to the issue of recovery.
Communication of plans and intensions is a critical component of managing
in a crisis environment. It could have been handled better at the start of the
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administration. With two months to prepare and monitor the evolving economic
and market situation, a forceful and credible statement about the strategy for
dealing with the effects of the crisis on day one, would have been helpful in
reducing the fear factor and stabilising markets earlier. In normal times delays of a
couple of months in both acting and communicating are not especially important.
But when markets are plunging in a crisis environment, with ripple effects into the
real economy via balance sheet deterioration, much damage can occur in a short
period, damage that takes a long time to repair.

The

crisis appeared to spring from nowhere. Certainly the vast majority of
economists, investment analysts, financial firms and regulators failed to see the
rising risk. But while the break point remains quite unpredictable, making the
timing of the onset of the destructive dynamics almost impossible to predict, the
period of rising debt and inflating asset prices, low savings and excess consumption
go back over a decade in time. There were ample signals of rising risk and imbalance
if participants, regulators and economists had taken the time to interpret them.
My point here is not to enter into an analysis of how or why the warning
signs were missed or ignored by all but a few insightful contrarians, however
interesting that subject may be. The point is rather that the distortions were real,
and a long time in the making. The crisis in fact did not spring out of nowhere,
notwithstanding the fact that it came as a nasty surprise. The economy was
building up distortions, imbalances and structural problems. Restoring balance
and eliminating the distortions is going to take considerable time. And it should be
thought of as the central focus of the post-crisis economic policy agenda.
The household sector is of particular importance. Counterfactually, if the
main problem had been confined to excess leverage and risk-taking within the
financial sector, the shock would have been large, but the recovery quicker.
It was the huge loss of net worth in the household sector that brought down
the real economy, aided by the non-availability of credit to smaller businesses.
That cannot be fixed overnight without a dangerous re-inflation of asset values,
including housing. That is not going to happen any time soon. The elevated
savings (and reduced consumption), relative to the negligible pre-crisis levels, are
likely to be permanent even after a period of frugality as retirement savings are
restored and leverage reduced. The restoration of savings by US households has
removed about $1 trillion from the demand side of the economy. Reduction of
excess savings and surpluses in countries like China, Germany and Japan can fill
some of the shortfall in global aggregate demand. But in the best of circumstances
that will take time and will require a major success on the part of the G20 in
negotiating a coordinated rebalancing of global demand.

This and related structural conditions led the giant bond manager PIMCO, in
its widely read 2009 secular outlook, to characterise the direction of movement of
the post-crisis economy as a journey to a ‘new normal’, not a reversion to pre-crisis
conditions. Put bluntly, Americans were living beyond their means for a decade
or more before the crisis, making up the difference with foreign borrowing. The
economy as a whole expended (including real investment) more than it produced
and more than its income. The economy ran a trade deficit in the course of buying
the rest from other countries and borrowed the money to do it from them. The
excess consumption and supporting financial activities simultaneously hid and
caused structural problems in the economy. The main post-crisis challenge is not
to return to the old normal, which was not sustainable. And it isn’t just to recover
from a deep, balance sheet recession. Rather it is to make a structural transition
from the old abnormal, to a new normal that is sustainable.
With the balance sheet resets that have already occurred and the elevated
savings, it seems very unlikely we will go back to where we came from.
The economic relevance of this analysis is that the period of deficient
consumption and stubbornly high unemployment are likely to be with us for
some time. Unfortunately, this is not how the future prospects were sold to the
country. Until recently, financial markets acted as if the recovery would be sharp
and relatively quick. The bounce you tend to get and that we did get at the bottom
when the freefall stops and inventories run out, causing output to pick up a bit,
was misinterpreted as evidence of what is sometimes called a V shaped pattern of
the recovery—sharply down and sharply back up.
The administration and the Fed in their communications did nothing until
recently to shift views towards the more pessimistic side—even in the face of
stubbornly high unemployment and slipping growth. Whether that was because
the new normal was ignored or regarded as incorrect, or because public officials
in a fragile economic environment have an incentive to cheerlead a bit by dwelling
more on the positive indicators, is hard for outsiders to know. But the result is that
public and market expectations were out of line with reality.
The implication of this set of assessments is fairly clear. The administration
should not be held accountable for the poor economic performance in the immediate
post-crisis period. Under the prevailing conditions, that was predetermined
and pretty much inevitable. But by letting the flawed expectations stand, the
administration left itself open to the charge that poor policy was the reason for
the poor economic performance.
The missed opportunity was to fail to understand and to tell the public that
the next few years would be painful, that the government has limited ability to
shorten the recovery period, that the destination was new, not a return to the pre-
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crisis configuration, and that the focus of policy needed to be largely on restoring
medium and longer term growth and employment and on protecting those who
had been side-swiped by the crisis, particularly the unemployed. That might not
have been a political smash hit, but over time, it would have been borne out by
experience and gained credibility and perhaps support.
To restore growth and employment, structural imbalances and distortions
needed and still need to be addressed. And it will take time. The economy is
structurally out of balance as a result of a prolonged period of excess consumption.
Competitiveness in the tradable sector—think of it as competing for exports and
against imports without resorting to protectionism—is deficient. Infrastructure
investment is below optimal. Education continues to have problems. The financial
sector is too big and is shrinking.
By treating the great recession as similar to others in the recent path, deeper
than most but still a mean-reverting event, expectations deviated from the reality,
and the political pressures on the policy agenda pushed towards fixing the problem
or blaming people for not fixing it. The period of excess consumption caused by
debt-fuelled asset inflation masked the structural and competitive problems. They
are now all too visible. The administration needed to see and to say that the precrisis economy was on a dangerously unsustainable path and that the challenge
now, having averted a depression in the eight months of real crisis, is to make a
difficult transition to a new path.
On the analysis and communication of the nature of the recovery problem and
on concrete steps for dealing with the transition, the performance falls short of the
high standard set by the immediate crisis response.

In early 2009, shortly after taking office, the administration made a very
significant strategic decision. It had to do with the scope and breadth of the political
and legislative agenda. There were two options. One was to defer a number of
important policy initiatives (in healthcare, energy and the environment, including
climate change) and focus political capital and fiscal resources on restoring growth
and employment. The second was to pursue a full policy agenda aligned with the
priorities and commitments that the president had enunciated in his campaign.
Each option carried benefits and risks. The narrower agenda is, to put it
bluntly, boring. It deals with financial reform, stabilising the housing market,
restoring balance sheets and structural deficiencies. It is not designed to capture the
imagination of the public and almost certainly likely to disappoint the enthusiastic
supporters of the administration coming out of the election. But, if adopted, it
would have had the advantage of clarity and focus in an area of central importance
to everyone. And if successful over time, it might have made the rest of the agenda

seem less overwhelming and more affordable.
The second option, the full agenda, has more or less the reverse characteristics.
Benefits become risks and conversely. The president and the administration chose
the second option. The advice from the business and investment side ran the other
way. The latter was informed by lessons learnt about focus and limited agendas
in business, but not particularly by political realities. In truth these are among the
hardest and most important choices political leaders make.
The chosen second option would have been much easier to implement
successfully if the assumptions about the nature of the recession and the likely path
of recovery had been accurate. But they weren’t. The economic agenda is shifting
now to a more central focus on restoring employment and employment growth.
But it risks getting bogged down in declining economic performance relative to
expectations, and waning support. With the benefit of hindsight, the economy
might have been further along if the focused sequential strategy had been adopted
with a focus on employment and growth.

The

Federal Reserve has played a major role during the crisis in averting a
depression scenario. It acted quickly to restore credit to the economy, using
unconventional means that took it way out of its comfort zone, and in the course of
doing so, more than doubled its balance sheet. The fact that financial support was
provided to the villains on Wall Street did not make people happy—well it made
them furious—but no one has come up with a better alternative that would have
got the job done. Central bank autonomy as it has evolved over time undoubtedly
served us well in this instance—because it allowed them to take unpopular but
necessary steps that would have been politically problematic.
The Fed has come under additional criticism for its role in events leading up
to the crisis, under two headings. One was the low interest rate environment that
was maintained for an extended period after the internet bubble and 9/11, a policy
choice that may have contributed to the excess use of leverage. An irony that will
occupy historians is that interest rates were rising as the crisis drew nearer, when
debt levels were already high. That timing may have contributed to accelerating
the onset of the crisis. Generally it is now accepted that a narrow focus on inflation
targets is not sufficient. Either the central bank or some other entity has to monitor
and make judgments about balance sheets, leverage and potential instability.
The second line of attack was lax oversight of lending practices by banks
and other entities, a responsibility that it shares with a number of other entities
with regulatory mandates in the financial sector. Generally this is fair, not
confined either to the Fed or to the recent past, and forms part of the basis of the
financial regulatory reform agenda that the administration has pushed forward
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along with Congress.
In the post-crisis period, the Fed has enjoyed administration support (to the
credit of the latter) as it carries out a difficult balancing act. It has maintained
low interest rates even as credit conditions have eased, there being no sign of
inflation on the horizon and at least some risk of deflation, a dangerous condition
in which general price levels fall, causing real interest rates to rise even as nominal
rates are at or near zero. It is understood that these low interest rates are causing
some distortions in the global economy. Funds are flowing into the higher growth
emerging markets, causing inflation pressures and asset bubbles, which in turn
require policy attention. But with a very fragile market, raising rates could cause
a major downturn in housing prices, bringing down the economy again via the
balance sheet effects.
In the aftermath of the crisis, the autonomy of the Fed has been questioned
and largely successfully defended, with credit going to the administration for its
strong support of that principle.

The

administration has had to deal with a general phenomenon that makes
implementing pragmatic, centrist policies more difficult. There appears to me to
be a widespread and understandable loss of confidence in what are sometimes
called elites. These would include academia, policy analysts, Wall Street, business
leaders and politicians. This trend precedes the crisis. But the crisis has certainly
contributed additional momentum. In various combinations, we failed to see the
crisis coming and take steps to prevent it, and appear to have benefited from the
crisis response. Regulatory failures allowed excessive risk-taking and inappropriate
lending practices in both the banking and the shadow banking sectors. Post-crisis,
profits are up and employment is not. The rising inequality in income distribution
(a longer term trend) has been widely discussed but left largely unattended. There
appears at times to be an excessive faith in markets to provide beneficial outcomes
(domestically and globally) and a general lack of concern for distributional issues.
These trends need to be reversed. An extended lack of focus and commitment
to the distributional issues will lead to a gradual but damaging breakdown of the
social contract, and increasing polarisation of the politics surrounding economic
policy choices.
There has been, as I see it, a lack of clarity about means and ends. Markets,
regulatory structures and policies, and public sector investments, are means to
attain shared goals. The administration, supported by political and policy elites,
and private sector leaders need to be clearer that the main goal of domestic
economic policy and strategy is re-establishing a pattern of inclusive growth and
employment. The president needs to take the lead in focusing the agenda.

Government

deficits in many countries have widened substantially as
a result of the crisis. Although the media commentary and political discourse
might lead one to think that this is the result of a large discretionary increase in
spending as a crisis response and recovery strategy, in fact, recent IMF studies
indicate that a large fraction of the deficit increases are occurring more or less
automatically in most advanced countries, the result of declining tax revenues as
incomes fall, and unemployment insurance expenditures as unemployment rises.
The question now is whether to rein that in through tax increases or expenditure
cuts or both.
The Obama administration has been on the aggressive side of the fiscal
stimulus debate. Europe was more hesitant in the crisis because of different initial
conditions and larger external leakages. Europe then stiffened its stance in the
spring of 2010 as the periphery sovereign debt problems caused contagion and
distress more broadly in the euro zone.
The appropriate timing of the restoration of fiscal balance is, in fact, a hard
issue. On one side is a concern about another downturn and deflation. On the
other there is the risk of excessive debt, instability in the dollar, which is the reserve
currency, and questions about the benefits of additional stimulus in a situation
where the unemployment is structural.
My own view is that the fiscal stimulus materially helped in the crisis itself,
but is experiencing diminishing impact. At this stage, the best course would be the
adoption of a credible multi-year plan, using reasonable but conservative growth
assumptions, to reduce deficits to sustainable levels and limit the accumulation of
public debt.
It is interesting to note in passing that, unlike in the past, fiscal deficits
have become politically salient, in part I suspect because they are attached by
association to the larger ideological divide on the question of the appropriate size
and role of government.

Given

the initial conditions, the economy’s two-year performance has been
about as good as it could have been. Preventing a much more serious downturn
in the crisis is a major achievement, with credit going to both administrations
and the Fed. The recovery was destined to be long and difficult. But expectations
for a sharp recovery in the past year-and-a-half were overly optimistic and hence
unlikely to be fulfilled, leading to disappointment. With a new and unknown
configuration in Congress, and with members of a new economic team on board,
the leadership challenge will be to build a consensus around a medium- and longterm recovery strategy, with an intense focus on growth and employment.
On the fiscal side, advanced countries, including the United States, have
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dug themselves into a fairly deep hole. It is not yet a trap of the type one finds
in Greece, where the restoration of fiscal balance is probably inconsistent with
restoring growth, without a restructuring of public debt. But it needs urgently to
be addressed. It will be difficult and painful. The limited fiscal resources that are
available need to be focused on factors that affect competitiveness in the tradable
sector, a key component of restoring growth and employment. That means forgoing
some government services.
On the positive side of the ledger, the restoration of household balance sheets
is slow but under way: it doesn’t take forever. Barring another major downturn in
housing values, domestic consumption will start to come back, not to pre-crisis
levels, but enough to expand employment, stimulate business investment and
begin to contribute to growth.
The best forecast, I think, is a bumpy and difficult journey to a new normal. That
means volatile capital markets, abnormally high uncertainty, high unemployment
declining gradually, and a non-negligible risk of another downturn. The journey is
pretty much set. But the destination, three to five years out, is not pre-determined.
It ranges from an extended period of slow growth and high unemployment, to a
restoration of sustainable growth. Policy and investment choices now will affect
the dynamism of the economy by then. These are complex choices and the answers
are not simple, obvious or clear-cut. Persistence, pragmatism, and some willingness
to experiment will help along the way. The answers will not be found in a highly
polarised political environment engaged in a debate about the appropriate role and
size of government.
Is this the direction policy will take? Hopes and expectations are not always
the same. On the latter, it is too soon to know.

Mark Murrmann
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The baby boom and
the rise of the right

America’s dramatic economic slowdown during the 1970s
set the scene for today’s bitter, divisive and cynical mood
By Richard M Abrams

For the past

30 years, Americans have been
experiencing an increasingly ugly political and social scene
featuring a lot of anger and hate. There are ample reasons for
Americans from all parts of the political spectrum to be angry,
perhaps not least that during the first nine years of the 21st
century median family income dropped by nearly 5 per cent
while the government has appeared to facilitate the growth in
income of the already obscenely wealthy.
But what stands out is that much of the anger has been
exploited by the Republican Party and its activist partisans
in the media, supported by important sectors of the business
community angered by the increase in federal regulation of
industrial and financial practices. The party was taken over
by its right wing in the 1970s. Like most right wings, it waved
the flag, laid exclusive claim to patriotism and religious piety,
revelled in military imagery and posturing, encouraged private
use of guns, demanded lock-step loyalty within its ranks, and
treated opposition as unpatriotic, un-American, endangering
national security, and a dire threat to traditional standards
of morality. The election of Ronald Reagan to the presidency
in 1980 solidified its power after decades of galling defeats
within the party by more liberal Republicans. It also marked
the onset of a new political culture in which uncompromising
confrontation became a calculated political tool.
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When, as president, Reagan broke with longstanding tradition to subject
candidates for federal judgeships to specific ideological tests, it set the country well
on the road to the polarisation that would afflict American society for the next 30
years. One historian (not meaning to be sarcastic) noted that packing the courts
with likeminded partisans was Reagan’s most important and lasting domestic
achievement. Americans historically have counted on the judiciary to make nonpolitical, carefully reasoned decisions grounded in constitutional law. Because the
dramatic social changes in post-war America raised highly charged issues close to
the edge of moral judgment, the partisan fix installed in the courts accentuated the
country’s divisions.
But there were other serious consequences of Reagan’s presidency. From
the accounts of his biographers as well as many of his associates, we know that
president Reagan had chronic difficulty separating fact from fiction. Whether it
was conscious and deliberate remains unclear, but because of his endearing public
image his often outrageously false statements evoked more mirth than reproof.
On the other hand, his political handlers and their successors learnt well what one
of them called “the power of the outrageous”. They would advance the tactic to
new lows over the course of the next 30 years—from the repeated calumny that
president Bill Clinton had his aide, Vincent Foster, murdered, to the antics of the
‘Swift Boaters’ whose blatantly false stories spread by partisan media about Senator
John Kerry’s war record ruined his presidential campaign in 2004, and now the
current campaigns to destroy Barack Obama.
The ‘power of the outrageous’ shows up in the polls that indicate that a large
minority of Americans confidently believe that Obama is a secret Muslim, that
he was not born a citizen in the United States (and therefore cannot legitimately
serve as President), that he sought to create ‘death panels’ that would decide on
withholding care for elderly patients insured by the government’s medical plan, and
that he is conspiring to take the country socialist.
In contemplating the anger that such beliefs arouse, one cannot avoid the
obvious: that Barack Obama is the son of a black Kenyan, and has made a black
woman the nation’s First Lady. Beneath the clamour of the so-called Tea Party
mobs and Republican Party leaders to “take the country back”, one hears the
distress over the fact that the president of the United States is black.
Keep in mind that this irritant comes on top of the sweeping changes in
Americans’ social attitudes over the past half century—including the revolutions
in racial and gender relations, and in sexual attitudes and behaviour—for which
traditionalists blame liberals and the Democratic Party. Keep in mind, too, that
before the changes of the 1960s, racial segregation, the subordination of women,
and the criminalisation of homosexuality ranked high among Americans’ traditions.

68 | 69 American Review

Richard M Abrams

The baby boom and the rise of the right

Finally, consider the resentment among the traditionalists over the condescension
with which liberals have regarded them.
In the midst of the sour disposition of the traditionalists and their partisan
allies, the new generation of Americans that came of age in the stagflationary 1970s
would offer little sweetening. Having grown up, most of them, in families that
enjoyed unprecedented prosperity, the nation’s young professionals and business
people ran head-on into a prolonged economic slowdown and a much constricted
job market, leading them to feel impelled to turn their attention single-mindedly
to looking after their own short-term interests. Nor were many of those only
recently emancipated from malignant discrimination inclined to be diverted from
their own new access to ‘the main chance’. Thus were set the conditions for our
current ugly scene.

The past 70 years of United States history can be divided almost exactly down
the middle. The mood and direction of American society during the first half of the
period contrasted starkly with what followed during the second half. There were
many reasons for this. But probably most important was the dramatic slowdown
in economic growth during the 1970s coming precisely at the onset of a sharp
demographic and generational shift in the country. Beginning midway through
1946 (as 12 million men returned from military service) Americans began having
babies at an annual rate more than double that of the previous 15 years. It peaked
in 1950 when more than 3 million were born, more than in any year since 1910 at
the height of foreign immigration. The 3 million represented more than a 2 per cent
increase over 1949. The ‘baby boom’, as pundits quickly dubbed the phenomenon,
lasted for another 15 years.
It was in the seventies that the mass of baby boomers began flooding into the
job market, the business system, and the political arena. A society that had been
enjoying widespread affluence and a significant liberation from the bane of racism,
gender discrimination, and poverty, among other humane achievements, suddenly
began experiencing an increasingly bitter, divisive, and often cynical scrambling for
relatively scarce resources and opportunities.
The experience of the baby boomers, the children of the generations of adults
that had experienced the Depression and one or both world wars, was a world
apart from that of their parents. They grew up in what historians one day may
call America’s ‘golden age’. The ages-old domination of scarcity had given way to
an age of abundance. In fact, the 30 years after the US entered the Second World
War featured the greatest increase in per capita growth perhaps in all of history.
What had been median family income in 1950 would barely reach the level of the
lowest 20 per cent of real family earnings in 1975. By that year, the percentage of

American families in the top earnings level (more than $25,000 per annum in 1947
dollars) amounted to more than six times the percentage 25 years earlier, including
more than one-third of all American families. The percentage of Americans living
in poverty dropped from nearly 50 per cent throughout the 1930s to about 11 per
cent by the early 1970s.
The broad spread and rapidly rising affluence of the period accompanied, and
in an important way inspired, some of the most progressive social and economic
developments in American history. Whereas the great reforms of the New Deal
era arose from responses to economic and financial crises, post-war developments
came in an environment of unprecedented prosperity. Most of the New Deal
measures were aimed at restoring business profitability by stimulating consumer
demand while controlling producer output. Post-war reforms aimed at overcoming
some of the ugliest features of American life, including racism, sexism, religious
and ethnic bigotry, poverty, environmental waste and destruction, unscrupulous
business behaviour, and often abysmal working conditions. Affluence encouraged
a non-zero-sum mentality, whereby the gains made by others would not be seen
as subtracting from one’s own. It permitted a spirit of generosity that could break
through the normal defences of self-interest.
President Lyndon Johnson’s ‘war against poverty’, legislation and judicial
decisions on behalf of civil rights for racial and ethnic minorities, for women, for the
elderly, and for the disabled, as well as government regulations to provide protection
of consumers’ interests, workplace safety, and the environment, all were among the
gems of progressive achievements during the first 30 years of post-war America.
Americans also celebrated a mostly successful foreign policy, beginning of course
with the decisive defeat of the Axis powers in 1945, the economic regeneration and
liberalisation of the country’s post-war allies in Western Europe and Japan, and
the mostly peaceful containment of Soviet power. In light of its successes, most
Americans had confidence in the benign uses of the nation’s ample resources for
humanitarian and political purposes abroad.

And then things turned sour. The year 1973 appears most clearly as the pivot
year of a dramatic change in Americans’ fortunes and mood.
In January of that year, a ceasefire agreement between the US and the North
Vietnamese confirmed the brutal failure of US policy in Indochina and raised
profound questions about the country’s interventions elsewhere in the world,
notably Chile, Guatemala, the Dominican Republic and Iran. Paradoxically,
it energised right-wing forces, unhappy with the stigma of defeat, to promote
more vigorous uses of the military as a tool of foreign policy. With the ending of
conscription that same year, the military thereafter would consist of professionals
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and semi-professionals, patriotic volunteers and needy mercenaries, a distinctly untraditional standing army of Americans differing sharply in outlook from that of
mainstream civilians. They would become ready instruments of policymakers less
constrained by political fallout from uses of the military that would put thousands
of Americans in mortal danger. As president Bush confessed 30 years later, his
invasion of Iraq in 2003 would have been politically impossible with a military
made up of draftees.
That same January, the US Supreme Court (in Roe v Wade) declared
unconstitutional all laws that denied a woman’s right to terminate a pregnancy within
the first trimester and in some cases later, thereby setting in motion a passionate
political reaction among religious conservatives. What most liberals viewed as a
liberating coup for women, and for families generally, to gain better control over
their own bodies and their own lives, conservatives viewed as fundamentally
immoral, about which there could be no compromise. That attitude would be
exploited by partisan Republicans determined to bring down the Democratic
Party by diverting attention from economic policies to the abortion controversy,
joining with corporate interests unhappy with new regulations designed to combat
dishonest and dangerous business behaviour.
Anti-abortion became a test for Republican candidates for office and for
appointments to the judiciary. Televangelists—fundamentalists who exploited
changed rules about religious broadcasting to build up millions of followers—
preached inflammatory denunciations of the liberal changes in social attitudes and
practices. Access to television also encouraged demagogues to build up massive
viewing audiences by making extravagant claims typical of macho locker-room
posturing. That some individuals came to feel justified in bombing abortion clinics
and murdering abortion doctors could not have been unforeseen. The anti-abortion
insurgency would provide continuing energy for a right-wing shift in American
politics for the next 35 years.
In the spring of that same year, the Watergate scandal broke wide open with
the forced resignations of the attorney-general and Nixon’s closest White House
advisers. Watergate, which a year later led to the unprecedented resignation of a US
president because of his complicity in several felonies, had the effect of heightening
Americans’ distrust not of the antics of a conservative administration but of
government generally, weakening support for new federal programs on behalf
of liberal reform. That October, vice-president Spiro Agnew’s separately forced
resignation to avoid indictment for corruption, together with new revelations
(in the so-called Pentagon Papers) of dishonesty at the highest government level
in the conduct of the Vietnam War, further undermined Americans’ respect for
governmental authority.

About the same time, the government began issuing guidelines for enforcing
‘affirmative action’ towards redressing the traditional disadvantages that had
for so long afflicted women as well as specified minorities. These developments
reduced the age-old advantages that Euro-American males had had in economic,
business, educational and political opportunities. In the affluent, non-zero-sum
environment of the sixties when president Johnson’s executive orders created the
program, affirmative action appeared mostly benign. But by the stressful seventies,
those ethnic groups that were formally excluded from the benefits—from Irish-,
Italian- and Jewish-Americans to the traditional ‘WASP’ (White Anglo-Saxon
Protestant) majority—began protesting the injustice of what they called ‘affirmative
discrimination’.
Nothing illustrates more clearly the stark reversal of American attitudes
than the sudden turn away from the success of the anti-poverty measures of the
1960s towards what some would call a ‘war against the poor’. Over the next 35
years, a series of congressional acts together with similar measures at the state
and local levels drastically cut the assistance offered by government to those who,
for various reasons, could not maintain a subsistence family income. The focus of
political rhetoric turned away from the humanitarian as well as economic benefits
of alleviating the conditions of the poor, emphasising instead the fiscal costs and
the ‘dependency’ effect of government assistance. Religious and other conservatives
claimed that anti-poverty measures undermined people’s responsibility to look after
themselves. It became fashionable (as in the 19th century) to blame poverty on the
improvident and even immoral life styles of the poor. By the end of the eighties, the
poverty rate had risen to 15 per cent, nearly a 40 per cent increase over that in 1975.
Meanwhile, a week after vice-president Agnew’s resignation in 1973, the
Organisation of Petroleum Exporting Countries (OPEC) cut off close to 30 per
cent of Americans’ oil requirements, and nearly quadrupled the price of petrol—
when it was possible to buy it at all. The long queues of increasingly irate car
drivers at petrol stations graphically symbolised the end of an era of ‘abundance’
and the return of ‘scarcity’ as the underlying feature of the political economy. The
situation lent support to the oil industry’s claim that government regulations and
“high taxes” impeded exploration and contributed to American dependence on
foreign oil. Amid the growing distrust of government generally, a deregulation
campaign moved into high gear, spreading into transportation, communications,
public utilities, public health and finance.

It was in this environment that the mass of the baby boomers began coming into
the job market, very many of them after college and professional schools, and
very many of them of the ethnic groups excluded from affirmative action benefits.
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There they met the challenge not only from the slowed economic growth but
from competition by the officially-designated minorities and women who so
recently had been emancipated by the progressive achievements of the previous
era. Having grown up in an era of seemingly unlimited opportunity for easy living,
the boomers now faced the need to focus on their own interests in an environment
of dwindling opportunities.
The previous era’s non-zero-sum mentality died. Thereafter, there would
be an aggressive scramble for resources, opportunities, and material rewards, and
the blossoming of a new social mentality that inspired the naming of the seventies
‘the me decade’.
‘Do your own thing’, the tradition-challenging motto of many of the Baby
Boomers in the 1960s, morphed readily into ‘looking out for number one’. It may
not be typical of the 1960s radicals but suggestive nonetheless that the founder of
the super-radical Yippies in the sixties (Jerry Rubin) became a securities broker in
the seventies.
By 1973, the country had already been beset by economic turmoil. Inflation
was rising beyond control. The country’s current account had turned negative. Its
policies designed to rehabilitate the economies of Western Europe and friendly
East Asian countries had succeeded all too well. Their products were aggressively
competing with American products not only globally but in the United States itself.
Unemployment, especially in the manufacturing sector, was soaring. In
December 1971, in an effort to stimulate exports and to protect its dwindling store
of gold, the US had already agreed to devalue the dollar. A ‘hegemonic power’ does
not devalue its own currency. In ending its promise to support the price of gold at
$35 per ounce, the US effectively conceded a sharp reduction in what had been its
acknowledged leadership in the international economy.
At the same time, the American business system was undergoing a radical
restructuring, generated by unrestrained cross-industry mergers and the rise to
dominance of giant conglomerates, most of them multinationals. Remarkable
advances in technology, especially in communications and transportation, enabled
swift globalised business transactions. But cultural and political changes played an
important role as well. Together, they set the stage for transforming the focus of the
economy from production to financial speculation.
Little of the restructuring would have been possible except for the invention of
novel business entities and new forms of debit contracts designed by hundreds of
lawyers and accountants. Most of them were young, baby boomers, a great many
of them second-generation Americans or identified with ethnic minority groups
that only recently had benefited from the decline of bigotry in the affluent post-war
environment. They constituted virtually an entirely new class of entrepreneurs.

Recently out of elite law and business schools, their strategies challenged
prevailing business conventions. Their new techniques permitted them to turn
business firms into almost infinitely divisible and readily marketable parcels. Gone
was any loyalty or pride in one’s own company. The newcomers sought the ageold goal of accumulating wealth, but their style was more aggressive than had
become commonplace within the old business establishment. It was reminiscent of
the upstart capitalists of the late 19th century, the so-called Robber Barons who
had fashioned the Corporation Revolution, the country’s previous transformation
of its business system.
Propelled by the innovative financial instruments, the stock market—once
mainly an indicator and facilitator of business progress—rose to become itself
the principal arena for the most lucrative business activity. There it was that
securities brokers, investment bankers, hedge-fund managers, and other financial
intermediaries found amazing profits, mostly by trading in various kinds of new
and arcane financial paper (‘credit-default swaps’ and other ‘derivatives’). Profit
opportunities in the US economy increasingly beckoned only secondarily from the
efficient production and distribution of goods and services. The young ‘number
crunching’ geniuses discovered that faster profits could be netted by pushing prices
up through securities transactions and then reaping capital gains—which, not
coincidentally, enjoyed special advantages in the tax code.
Their strategies were aided by the fact that by 1980, a handful of pension
fund and money market managers controlled 55 to 60 per cent of all publicly listed
securities. Their investments were made not with an eye to returns from a firm’s
profitable operations but from speculation in capital gains in what seemed an everrising stock market. Many of the managers found it profitable to ‘work with’ the
brokers and bankers who engineered the financial deals, as investigations following
periodic stock-market declines revealed.
‘Greed is good’, or something like that, was the message of Ivan Boesky, one of the
new securities manipulators, to an audience in the UC-Berkeley School of Business
Management in 1986. His conviction and imprisonment shortly afterwards for
illegal insider trading exposed a common feature of the new economy. Numerous
convictions of the same sort followed over the next two decades, but securities
fraud is difficult to stop or to punish—even after it contributes to catastrophes like
those triggered by the likes of Enron in 2001 and American International Group
(AIG) in 2008.
At the same time that the new financial operators were crossing traditional
boundaries in ethical business practices, a new cohort of economists and
political scientists were busy challenging their mentors’ wisdom regarding sound
economic theory. John Maynard Keynes was declared ‘passé’. ‘Laissez faire’ made
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a comeback (although for some among the new scholars it may have seemed
brand new). According to the new/old thinking, using government investments to
combat escalating unemployment ‘distorted’ the market, which had to be left to
make its own ‘natural’ adjustments. Liberate business enterprise from the costs of
regulations, according to the new wisdom, and all would be well again.
Giving expression to such thinking, the seventies featured not only the
deregulation movement, but a spreading tax revolt. In fact, on a per capita basis,
Americans pay the lowest taxes of people in any of the major industrial nations.
But they complain the most. Continuing through the next few decades, personal
and corporate income taxes declined steeply (although distinctly regressive payroll
taxes—that is for Social Security and Medicare—that affected primarily lower
incomes rose almost as sharply). Overall levies actually did not decline; they merely
shifted downwards towards the lower percentiles of family incomes.
In place of adequate personal, property, and business taxes for maintaining
public goods, Americans increasingly resorted to use taxes. Implicitly, Americans
simply were rebelling against having ‘their’ taxes support things that they personally
did not use or want. Vanishing was the notion of commonweal. So, for example,
some communities with ageing populations and few young children voted down
bond issues designed to pay for improvements in the local public schools. The
governor of one state even proposed giving rebates to taxpayers without schoolage children. Bereft of revenue, states and local communities resorted to raising
charges for access to parks, zoos, museums, public transport, bridges, and the like.
To make up for dwindling funds for road maintenance, a few communities began
charging tolls for access to ‘express lanes’ on freeways during rush hours. Support
for public schools, for performing arts, for libraries declined. Tuition-free colleges
and universities disappeared. Some states privatised many of their prisons, and
some cities even began ‘outsourcing’ their police and fire departments. Reversing
Americans’ reputation for puritanical attitudes, state after state began encouraging
gambling by licensing private casinos so as to gain revenues from earnings and
winnings. At the same time, low-income people could pay to enter into the new
state-run lotteries, so that they might join in the kind of long-shot speculations that
the wheelers and dealers of Wall Street enjoy.
On the whole, long-term vision disappeared from the political agenda, with
serious consequences for (among other things) the condition of the country’s
infrastructure—bridges, highways, water systems, urban roadways, transit
systems, and school buildings. Over the last three decades of the 20th century and
beyond the US came increasingly to resemble what Americans derisively used to
call a Third World country.
The baby boom generation was succeeded by one facing similarly challenging
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conditions and difficulties, and with similarly self-focused attitudes. After the
seventies, families hoping only as much as to maintain the standard of living they
had grown accustomed to or aspired to required at least two earners. Even so,
median family income barely nudged upwards. Things only grew worse after the
turn of the millennium.
Now, given the awful human cost of the financial disaster and the recession that it
caused—a national average of 10 per cent unemployed, 20 per cent underemployed,
millions losing their homes to the banks, and their medical insurance along with
their jobs—there is ample reason for people to be discontented, even enraged.
But the anger so far is unfocused, except in so far as it has apparently targeted
government in general. The greatest anger seems to come, not from those who have
lost the most, but—as suggested by polls of those who have joined in the Tea Party
clamour—from those who continue to do well but fear losing whatever it is that
they have scrambled to achieve in the harsher post-sixties environment.
That would include the new billionaires, some of whom have been funding
the Tea Party agitation and who chafe over the possibility that government will
place constraints on their financial practices, or worst of all, raise their taxes. The
Obama administration appropriated nearly $800 billion in an effort to stimulate
new jobs in industry as well as to save hundreds of thousands of public service
jobs that financially hamstrung states have been or will be forced to discharge, but
somehow the word ‘stimulus’ has become politically toxic. The American Recovery
and Reinvestment Act has been one of the targets of the present rage.
In short, those associated with the remarkable current agitation appear to be
relatively well off, but worry that any government activism, especially that designed
to assist the unemployed, provide medical insurance to the 50 million Americans
without any, and stimulate job growth, might cost them something.
The message to government appears to be: don’t do anything. Or as one (maybe
more than one) Tea Party protester put it, “I want government to keep its hands off
my Social Security.”
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The big climb
Before he found fame and fortune, Christopher Hitchens
was an ordinary boy from a lower middle-class English
family. It was his love for words which took him far,
all the way to America
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Reviewed by Kathy Hunt
The rare and fortunate individual
reading Christopher Hitchens for
the first time could be forgiven
for thinking that the English-born
American citizen comes from a
privileged background. Published at
the beginning of his seventh decade, the
writer’s memoir corrects this impression
by recording an ordinary childhood as
the elder son of Eric Hitchens, a naval
commander, and Yvonne, a “young
and eager girl from a broken Jewish
home in Liverpool”.
One of many wartime alliances
(and misalliances), the marriage was
only partly successful. “My father”,
writes Christopher, “never stopped
considering himself lucky, my mother
soon ceased to do so”. She was 12 years
younger than her husband and the
keeper of a secret, one never revealed to
Eric, the son of a “mirthless, Calvinist
patriarch” and a “somewhat repressed
Baptist family”. After noticing “some
slight unpleasantness” directed at
her mother in the 1930s, Yvonne had
decided to leave her Jewish heritage
behind if she was to have a crack at
good old English “social mobility”.
Later on, Hitchens believes, she did not
want her two sons to be “taxed” with
“the Jewish question”.

Born in Portsmouth in 1949 and
christened on a submarine, Christopher
would be an unwitting witness to the
simultaneous scuttling of a navy and
a dedicated navy man as post-war
economics bit into pay and pensions.
The day after Christmas 1943, the
commander’s ship, HMS Jamaica, had
sunk the Scharnhorst, a Nazi convoy
raider—“a better day’s work than I
have ever done,” says Hitchens. But
everything after that glorious day was
a disappointment. “Running guns to
Joseph Stalin” was not a job he cared
for and so “he took off his uniform (or
had it taken away from him) and went
to work as a bookkeeper”.
Being the wife of a peripatetic
bursar did not slow the inexorable
pace of Yvonne’s ambitions, either for
her boys or herself. She opened a dressshop called Pandora’s Box—“One
thing I do have,” she used to say with
a slightly defensive tone…is a bit of
good taste.”
“These enterprises just didn’t
fly,” says Hitchens, blaming the local
housewives who “were just too drab
and myopic and penny-pinching”. It
is the adult Christopher speaking here
but it is a disconcerting ventriloquism,
for by now the reader has twigged that
Yvonne, for all her charm and joie
de vivre, is a dreadful snob, and that
this trait, genetic and acquired, will
powerfully influence her son’s world
view as it crystalises into a perception
of the political.
Trapped between the front door

and the tradesmen’s entrance, the
children got many opportunities to
observe life among the lower orders,
encounters which would ultimately
drive them in opposite philosophical
directions, Christopher to the Left and
his brother Peter, like his father, to the
“flinty and adamant” Right.
In Fifeshire, a babysitter called
Jeanie was kind enough to take Peter
Hitchens home for “tea”, by which,
explains his brother, “she meant
‘dinner’ or at least ‘early supper’, a
meat-and-potato fest rammed home
with a mug of hot and sweet brown
nectar”. Jeanie’s husband, reported
Peter, actually ate “OFF HIS KNIFE”.
Christopher swears “that my mother
went chalk-white when she heard of
this”.
Besieged by the tasteless and the
banal, Yvonne also had to live with
the “exquisite pain” of knowing
that the castrated commander’s very
own relatives, perhaps fearing that
visitors would get lost in their fiveroom bungalow, had “bought a china
plaque engraved with the word ‘toilet’
and screwed it to the outside of their
lavatory door”. There was one for the
bathroom too.
But “if there is going to be an
upper class in this country”, Hitchens
remembers his mother asserting
during “a domestic argument”, then
Christopher is going to be in it—
beginning at prep school aged eight.
Much has been written about
the English public school system that
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‘prepares’ a boy to scale the snowcapped peaks of higher (high) education
(society). Hitchens’ experience is typical
and, not before time, abandoned
as barbaric. He is already vaguely
aware of “keeping two sets of books”—
a phrase he uses often to describe the
unfolding ironies and paradoxes of
his life. The child of conflicting values
and barely controlled conflict, and
encouraged by his adored and adoring
mother to have great expectations,
he had already been introduced to the
concept of incongruity by virtue of
his family’s real and imagined social
standing. At Mount House, his oldfashioned prep school, it is natural
for him to rationalise the systematic
tyranny with “its unpredictability
and caprice”.
“I would tell myself that I
wasn’t really part of the hierarchy of
cruelty…the Beating, Bullying and
Buggery.” Not being “big or strong or
desperate enough” to practise the first
two, Hitchens denies the third most
emphatically. But who could blame
anyone for buckling under such a
regime, certainly not a boy about to be
“thrashed with a cane” by “a grownup man, who was perhaps four times
my weight and five times my age…”
It is words that saved Christopher
Hitchens, words and books, any books,
no matter how bad. At 13 he sat the
Common Entrance exam for The Leys
School at Cambridge. A late applicant,
he was required to score a scholarship
mark. “This,” says the ever-humble

Hitch, “I was able to do without much
of a strain.”
One would think that, having done
his time with hot canes and cold, crosscountry runs, and now positioned
strategically for an assault on Oxford,
the author would just get on with being
clever. But no, thanks to another “highrisk narcissist” called Kennedy.
“I shall never forget where I was
standing and what I was doing on
the day he nearly killed me,” writes
Hitchens, shocked at the “vicious and
chilling” way politics had insinuated
itself into a curriculum of Milton,
mutton and mutual masturbation.
Moved to “find out a bit more about
it” he was also driven by a growing
awareness of both his good fortune
in acquiring a (literally) first class
education, and the realisation that
most of his contemporaries took it, and
social inequality, for granted.
As late as the sixties, “the sons
of solid Lancashire and Yorkshire
businessmen” simply could not
“consort” with their employees’
children. Having completely forgotten
the crane-driver in Fifeshire who ate
“OFF HIS KNIFE”, and the plaques
that indicated the bleeding obvious,
Hitchens nevertheless launches himself
on his long and often dangerous inquiry
into socialism.
By now he was an undergraduate
at Balliol College, Oxford, and an
intellectual opponent of the Vietnam
War. But “we didn’t grow our hair too
long, because we wanted to mingle

with the workers at the factory gate
and on the housing estates”.
Another burning issue was his
name, Christopher. “My mother had
not nurtured her firstborn son in order
to hear him addressed as if he were a
taxi driver or pot-hole filler,” he writes
in a failed attempt at self-mockery. A
name beginning with an H was an open
invitation to “ditch the aspirate” and
“Chris ’itchens” was simply not to be
borne, not even by a socialist.
Meanwhile the Oxford years
allowed him “to meet near-legendary
members of the Establishment’s
firmament on nearly equal terms”. He
was finding his feet and only one thing
was to happen to rock his shiny new
world.
In the early seventies Hitchens had
moved to London and was writing for
the New Statesman. Back in Oxford he
ran into his mother and a man called
Timothy Bryan, a former Church
of England minister. Yvonne would
later be found dead in Athens, having
entered into a suicide pact with her
lover. It was her son’s melancholy duty
to identify her from photos taken at
the scene and to live with the fact that
she had tried to call him several times
in London. Out of this “lacerating,
howling, moment” comes a beautifully
written tribute to his “exotic”, “sunlit”
mother.
If Hitchens is to be believed—
and apart from his syllogisms he
is—his reasons for becoming American
were as trivial as liking the Mamas

and the Papas; being “ravished” by
California Dreamin’, skyscrapers, the
Lone Ranger and Rawhide—“So many
cattle; so much emptiness…”
Awarded a Coolidge Atlantic
Crossing, or Pathfinder Scholarship, he
was fascinated to meet the endowing
patron, Mr William Appleton Coolidge,
“a direct descendant of Thomas
Jefferson through the Randolph family
of Massachusetts”.
When Americans landed on the
moon, the writer exalted. The happy
recipient of “extraordinary hospitality”,
both arranged and spontaneous, the
21-year-old could now see for himself
the manifold paradoxes rampant in the
land of the free.
And then there were the women of
America—so “forward” and generous.
“I don’t think,” says Hitchens, “that I
can even begin sufficiently to express
my gratitude,” a sentiment pre-empted
by a note at the start of his memoir
which speaks to “those I have loved, or
who have been so lenient and gracious
as to have loved me, I have not words
enough here, and I remember with
gratitude how they have made me
speechless in return”.
“Not
words
enough”
and
“speechless” also extend to a wife
who surfaces for the first time, and in
passing, on page 241.
By contrast the list of his lunch
mates is comprehensive and no secret:
Australian poets Clive James and
Peter Porter, writers James Fenton, Ian
McEwan, Julian Barnes and Robert
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Conquest, and his great friend Martin
Amis, who believed with the poet Craig
Raine “that there is a design flaw in the
female form and that the breasts and
the buttocks really ought to be on the
same side”. So close were Hitchens and
Amis once that, having now aged to
the extent that “only women would
go to bed with me”, Hitchens writes
that he is finally able to “acquit
myself on any charge of having desired
Martin carnally”.

In one limited definition of a “public
intellectual”, the writer says that such
a person should be “self-sustaining and
autonomously financed”. Labelled one
himself, he finds “the whole idea faintly
silly”. From this pigeonhole, however,
he has pronounced on every war and
close call, from Orwell’s Spanish one to
democracy’s nemesis, Afghanistan.
But how reliable a witness is he?
A close reading of this book shows
that he is only human and, as Tammy
Wynette sang so perspicaciously, “just
a man”, with sheer testosterone driven
arrogance his besetting sin.
Intellectually this is demonstrated
by such questions as “Under what
conditions would you lose or ‘give’
your life?” Hitchens declares a bias
here, recalling the English (and
Antipodean) tradition of wearing a red
poppy in November in remembrance of
those who had ‘given’ their lives in war.
“But,” argues Hitch, “on what
assurance did we know that these gifts
had really been made? In order to know

that a person had truly laid down his
life for his friends, or comrades, one
would have to hear it from his own
lips, or at least have heard it promised
in advance.”
This is soggy sophistry from
the Oxford man who, more than 40
pages earlier, had written movingly
of Lieutenant Mark Daily, a young
American so “deeply influenced” by
Hitchens’ writings “on the moral case
for war” in Iraq that he joined up and
was killed.
The writer quotes from a letter
Daily wrote to his wife: “My desire
to ‘save the world’ is really just an
extension of trying to make a world
fit for you.” Fortunately for Daily, this
satisfies “the better and more realistic
test” set by Hitchens, which is “In
what cause or on what principle would
you risk your life?” If this is what
Hitchens means by saying that “the
usual duty of the intellectual is to argue
for complexity” it comes as a small and
not exactly guilty pleasure to read of
his thrashing in Beirut after he defaced
a poster in Hamra Street.
One of the questions most
asked of this prolific writer is why
he doesn’t produce fiction. He puts
this down to a “near-total inability
with music, itself quite possibly
linked with my incapacity with chess
and mathematics”, and furnishes an
example of the unimaginative Taliban
banning all music.
My theory is that all writing is a
form of music, but lack of musical

ability is not Hitchens’ real problem as
a writer and thinker; his main handicap
is an abysmal sense of humour, humour
being the essence of perspective, both
emotional and intellectual. Certainly
he cites faintly amusing word games,
which seem to demonstrate a slight
capacity for fun, but these amount
to small change in the great vaults of
wit. For example: “see what happens
when you subtract the word ‘heart’
from any well-known title or saying
and substitute the word ‘dick’. This
exercise gives us ‘I Left My Dick in
San Francisco’ and ‘Bury My Dick at
Wounded Knee’.”
The night before he sat his test to
become an American citizen, Hitchens
read through the United States
Constitution, its preamble and the
American Declaration of Independence.
“From an early age,” he wrote after
9/11, “I had dreamed of Manhattan
and identified it with breadth of mind,
with liberty, with opportunity.” Not
even the blackest hats in Washington
had shaken this romantic conviction,
and his journey through these historic
documents only reinforced his love,
his passion for America, embodied in
the miraculously luminous prose of socalled ‘committee men’.
At his best, Hitchens writes
towards this sort of forensic truth and
beauty. At his entertaining, taciturn
and trenchant worst, he at least avoids
his mother’s worst fear, as his father
could not: “The one unforgivable sin,”
she used to say “is to be boring.”

Worth Noting by Tom Switzer
In the land of free speech, tearing people apart on the airwaves
is not confined to one side of politics

Rush Limbaugh: An Army Of One
By Zev Chafets
Sentinel
New York, 2010
Toxic Talk: How the Radical Right
Has Poisoned America’s Airwaves
By Bill Press
Thomas Dunne/St Martins
New York, 2010
After nearly two years of the Obama
administration, America remains a
centre-right nation. The Democrats’
liberal legislative overreach on various
policies—from big spending to
financial regulation to nationalised
healthcare—has ignited a fierce
backlash from the conservative
heartland. So much so that, at the time
of writing, Republicans are expected
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to gain control of the House of
Representatives and even come close
to capturing the Senate in November’s
mid-term elections.
Perhaps
nothing
better
demonstrates America’s conservative
instincts than talk radio, led by Rush
Limbaugh, who has filled virtually
an unmet demand for right-leaning
commentary over more than two
decades. Australia also has its fair
share of so-called ‘shock jocks’: radio
broadcasters who play high-profile
roles in the highly charged debates
of the day. But they tend to be more
populist than ideological and, in any
case, they lack the national reach that
many top US broadcasters command.
When it comes to talk radio, America
is indeed exceptional. And these two
books help explain why this is the case.

Toxic Talk suggests that these radio
hosts, by employing ugly rhetoric,
coarsen the public debate whereas
Rush Limbaugh is a more sympathetic
appraisal of the ringleader himself.
Start with the latter. For Zev
Chafets, a journalist and novelist,
Limbaugh’s brand of conservatism
is indebted to the three-legged stool
associated with his hero, Ronald
Reagan: hawkish foreign policy,
free-market economics and social
conservatism. So it was perhaps fitting
that in 1992 the Gipper himself told
Rush: “I know the liberals call you
‘the most dangerous man in America’,
but don’t worry about it, they used to
say the same thing about me. Keep up
the good work.”
For Chafets, Limbaugh is more
than simply the mouthpiece of the
Republican Party. He is the brains
and the spirit behind its success in the
post-Cold War era. After Bill Clinton’s
victory in 1992, the Grand Old Party
(GOP) was left dazed, demoralised
and leaderless. Rush rallied the party
faithful and the conservative base.
The result: Republicans swept to
historic victories in the congressional
elections of 1994. For their thanks,
the GOP first-year class named Rush
an honorary member of their caucus.
A decade and a half later, it is a
similar story: after the Obama victory
in 2008, Republicans were dazed,
demoralised and leaderless. Again,
Rush rallied the party faithful and the
conservative base with a rancorous

denunciation of the new president’s
agenda in a nationally televised
keynote address within a few weeks
of the inauguration. The result: just
as they did in 1994, Republicans
are poised to make big gains in the
Democratic-controlled House and
Senate. For Chafets, Rush does not
just dole out ideological red meat:
thick, juicy cuts of the stuff. He is the
voice and the intellectual force and
energy of the GOP. Forget Reaganism,
he writes. “For millions, conservatism
is now Limbaughism.”
Chafets devotes more than a third
of his book to the latest two years
of Rush’s life. Yet little is said about
the Tea Party movement, which is
odd. After all, Rush has not only
enthusiastically welcomed it, but both
leaders Sarah Palin and Glenn Beck
often pay tribute to their hero. Still,
Chafets, by no means a conservative,
is generally sympathetic, though not
entirely uncritical, towards his subject.
One ideological opponent who
disagrees is Bill Press. A liberal talk
show host, Press laments “how the
radical right has poisoned America’s
airwaves”. Along with Rush, the
major syndicates are dominated by the
likes of Beck, Sean Hannity, Michael
Savage and Bill O’Reilly. They are,
we are told, destroying America’s
democratic process. “Unfortunately,”
he laments, “as we hear from listening
to most conservative talk-show hosts,
[the influence of talk radio] has mostly
been in a negative direction: tearing

people apart, exploiting divisive issues,
pitting one group against another, and
denying honest differences of opinion”.
Press makes some telling blows on
some of these hosts. Indeed, many are
perpetually hot under the collar and
incapable of understatement. Neal
Boortz, for example, dismissed the
poorest victims of Hurricane Katrina
as “parasites” who don’t deserve
to vote. Yet much of what Press
characterises as vile or vicious is really
just strident opinion that merely does
not reflect his liberal world view. Such
behaviour, moreover, is hardly limited
to the right. After all, Press ignores
or plays down comparable sins made
by left-leaning media identities and
talk-radio hosts. Liberal radio host
Randi Rhodes, as Randall Bloomquist
pointed out in the Wall Street Journal
recently, aired a song parody that
repeatedly calls Rush Limbaugh,
among other things, a Nazi. Who, too,
can forget the many hateful things said
about George W Bush?
The point here is that in the heat
of the moment, partisans on both sides
of the divide let off steam and in the
process sometimes make silly, even
vulgar, remarks. It is a stretch to say
this mindset is merely an exclusive
province of the right. After reading
Press, one gets the impression that
he is much tougher on strident rightwing hosts than left-wing types simply
because the former are more popular.
Which brings us to why political
talk radio has exploded in the US since
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Rush came on the scene in 1988. A year
earlier, the Reagan administration
abolished the so-called Fairness
Doctrine of 1949, whose main effect
had been to stifle controversy on the
airwaves by threatening stations with
the obligation to provide equal time
and ‘balanced’ news coverage. For
conservatives, this merely allowed
the media liberal elites to control
the political debate by discouraging
stations from touching controversial
subjects. So, by 1980 there were only
75 talk radio stations. With the end
of that doctrine, however, the
airwaves were opened to the populist
political right. Today, there are more
than 1300 talk radio stations. And the
hosts who have prospered on radio in
this conservative nation are the likes
of Rush.
Like
many
liberals,
Press
maintains that the popularity of a
Rush Limbaugh is based on tapping
into anger. But as Chafets points out,
the reason for the conservative icon’s
long-time appeal to his 20 millionplus listeners is more intriguing: far
from representing the angry impulses
of other talk-show hosts, Rush is
funny and an optimist. This seems
to frustrate Press and other liberals,
who yearn for a return of the Fairness
Doctrine. But talk radio is only one of
many media alternatives in the internet
era. Trying to suppress it is not only
bad public policy; it would constitute a
government limitation of free speech.
And that just ain’t America.

Advance Column by Rory Medcalf
Increasing links between Western research institutions and
their counterparts in China are opening up new opportunities

America’s think tanks are looking
east. Leading the way is the Carnegie
Endowment for International Peace,
which earlier this year opened its
doors in China, in partnership with
Beijing’s highly regarded Tsinghua
University.
Such an opening to China makes
good sense. There is a great deal of
scholarly debate on international
affairs within China, much of which
is little known about or not easily
accessible to non-specialist observers
in the West—partly because most of it
is in Chinese but also because some of
it is reflected more in the grey realm
of conferences and conversations than
in publications.
Plenty of creative ideas about
foreign policy are doing the rounds
in Beijing and its huge stable of
government-funded institutes. But
for unfortunate and understandable
reasons, Chinese intellectuals often
remain reluctant to be the first to
put these thoughts into print in
English for a global audience. The

exceptions—articulate and relatively
bold entrepreneurs of international
ideas, like Wang Jisi, Shen Dingli and
Zhu Feng—prove the rule. With direct
links between Western and Chinese
research institutions growing, it is
to be hoped that comfort levels in
forward-leaning publications and
original policy recommendations will
also rise.
Carnegie in China is headed by
Paul Haenle, a former China director
on the US National Security Council,
and supported by a strong staff of
Chinese and expatriate experts. It has
chalked up some early achievements in
the field of nuclear non-proliferation,
with workshops and publications on
how to engage China more deeply in
the so-called ‘arms control spring’
heralded by President Barack Obama's
speech in Prague in 2009.
Much of this work can be
attributed to Lora Saalman, an
exceptional young Chinese-speaking
expert in nuclear issues who has
studied under Li Bin, one of China's

distinguished thinkers in the field.
Other areas where the Carnegie–
Tsinghua experiment could also make
its mark are energy, climate change,
trade and regional security challenges
such as North Korea and Afghanistan.
Certainly
Carnegie
in
its
traditional home of Washington
DC continues to do consistently
good work on Afghanistan and the
devilish policy problems the United
States and the West face there. Gilles
Dorronsoro is a prolific thoughtleader in this space, and having
analysed the military and political
challenges for years is now looking
unsentimentally and realistically at
the hows and whys of negotiating
with the Taliban. And for a
comprehensive, deeply sobering survey
of what Afghanistan's neighbours
really think—and why a regional
solution looks close to impossible—
it would be hard to imagine a better
or more timely product than this
year's multi-authored volume edited
by sometime policy practitioner
Ashley Tellis. The hard-headed South
Asia expert has probably done more
than any other individual to help
Washington’s
policy
community
understand a rising India.
The big ideas on Afghanistan,
however, are hardly confined to the
western side of the Atlantic. Britain's
International Institute for Strategic
Studies under the formidable John
Chipman has made a big splash in the
debate recently, arguing that current
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strategy has failed and that a new
strategy of concentrating armed force
in areas of Afghanistan other than
the deeply troubled south holds much
more chance of success. It is open to
question whether this publication
will lead the way to a major change
in British and Western policy, or
whether it in fact reflects what has for
some time been the private thinking
in Britain's official policy community.
This is the classic question: can
think tanks fundamentally change
official judgments, or is it more a
case of reflecting or refining them?
Either way, this development has
certainly stolen headlines and put
the IISS squarely on the map in the
Afghanistan story.
Meanwhile if Afghanistan is
one zone of trouble that think tanks
are helping policymakers chart a way
out of, there is another part of greater
South Asia into which America’s
intellectual workshops are rapidly
trying to navigate. Thanks in part
to the pirates of Somalia, who have
drawn the Chinese navy far from
home, the Indian Ocean is flavour
of the moment, and will be for years
to come.
Robert Kaplan’s 2009 article in
the journal Foreign Affairs—for all its
questionable generalisations—planted
a flag, and he is further colonising the
territory in his new book Monsoon.
Across the United States, research
and policy centres from the American
Enterprise Institute to the Naval

War College are devoting increased
resources to the future of this region,
and how US interests can be best
safeguarded as China and India
unfurl their sails there. In Australia,
Singapore and elsewhere, the race to
craft fresh visions of Indian Ocean
security is on.
Of course, Indian institutes and
scholars can rightly say this is nothing
new, just as the idea of a war on terror
in 2001 was hardly new to Indians.
New Delhi’s strategic community
has long identified the importance of
the Indian Ocean to global security,
trade and the military balance. For
every apocryphal quote from the US
naval strategist Alfred Mahan about
the Indian Ocean as the fulcrum of
21st-century history, there is a real
one from India’s long-neglected K M
Pannikar, who wrote in the 1940s.
New Delhi’s leading contemporary
strategic thinker, C Raja Mohan,
is now focusing his efforts on this
subject, having already played pioneer
twice with previous books on India–
US alignment and India’s post-1991
foreign policy transformation. His
lecture in July on India, China and the
Indian Ocean, hosted by the ambitious
New Delhi naval think tank, the
National Maritime Foundation, gave
a clear sense of what Indian strategic
pragmatists would like to see: an India
that combines power with cooperation
to set the agenda for external players’
engagement in regional waters.
This does not mean that such

an outcome is to be expected. This
year is proving a reality check for
those in the world of policy and
ideas who had high expectations of
what a rising India can contribute to
global order. The Indian government
seems increasingly preoccupied by
worsening internal tensions, such as
the Maoist insurgency, renewed strife
in Kashmir, Hindu–Muslim mistrust
and persistently massive income
and education disparities despite
economic growth. And the October
2010 Commonwealth Games in New
Delhi—meant to be a grand debut, a
Beijing Olympics for Asia’s democratic
juggernaut—have proved to be a soft
power embarrassment and a reminder
of how far India has yet to go.
It will be fascinating to see how
critically and constructively India’s
think-tank
community
unpacks
and interprets all of this bad news.
The prominent editor, commentator
and
former
prime
ministerial
adviser Sanjaya Baru has this year
provocatively
warned
that
his
country’s think-tank scene remains
deficient, due to “governmental
bureaucratism
and
niggardly
corporates”. This is a huge shame,
given India’s vast intellectual talent.
For India’s sake, change is needed,
and serious private philanthropy to
support genuinely independent think
tanks would be a great start. This
is one clear lesson that the world’s
strongest democracy still holds for
the largest.

Americasia by Jeff Kingston
Our new column on American–Asian relations looks at
Team Obama’s attempts to rekindle the flame in the region

It is shaping

up to be a busy
autumn in Asia for the embattled
Obama administration as it seeks to
shore up its strategic interests in the
world’s most dynamic region.
From Burma to Beijing and Japan
to Java, the US is dealing with multiple
challenges and trying to re-engage with
a region that many felt Washington has
not accorded the importance it is due.
True, the press of domestic problems
has turned the US inwards but as the
leading global power it doesn’t get
‘time outs’ in maintaining its strategic
interests and can ill-afford a sporadic
approach.
Obviously the rise of China has
profound consequences for the region
and American interests, and thus
managing this power shift is a key
dilemma. It is one thing to talk about
cultivating China as a stakeholder in the
international system, but quite another
to cede what it takes to accommodate
Chinese aspirations and convince
Beijing that buying into the prevailing
US-led status quo makes sense.

BURMESE ELECTIONS
Burma’s military junta orchestrated
sham elections on 7 November, the first
in 20 years. The military has held power
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for 50 years and has a squalid record
in promoting economic and political
development, has done little to mitigate
the problems of poverty that engulf its
people and has one of the worst human
rights records in the world.
The junta ignored the results of
the 1990 elections in which almost
everyone voted for Aung San Suu Kyi’s
National League for Democracy. This
time the junta took no chances with the
popular will, preparing its poll-rigging
by staging a dress rehearsal in May 2008
soon after Cyclone Nargis devastated
the delta region. A new constitution
was ‘approved’ in that referendum by
93 per cent of the voters, an implausibly
high number that is widely dismissed
owing to credible reports of extensive
fraud and intimidation.
Aung San Suu Kyi remains under
house arrest and has been barred
from running for office under the new
constitution while 25 per cent of the
seats in the 440-member assembly
are reserved for the military. The
junta leader, Than Shwe, and other
top ranking officers changed their
mufti for suits, allowing them to stand
for election as civilians, but there
is no question of Burma’s military
relinquishing control of political

power as happened in Indonesia when
president Suharto resigned in 1998.
Will the fraudulent elections in
this ‘discipline flourishing democracy’
provide enough of a fig leaf for nations
around the world to resume normal
relations with Burma? Probably not.
After all, the newly elected government
is run by the same cast of characters
that shot and tortured monks in the
2007 Saffron Revolution and impeded
relief efforts to victims of Cyclone
Nargis.
Certainly
many
prominent
experts are advising Washington to
remove sanctions and not support a
UN investigation of crimes against
humanity, arguing that a more
conciliatory approach would vest the
US with more leverage to shape the
course of post-election developments.
The
Obama
administration
has a pragmatic foreign policy and
that is why it has pursued selective
engagement with Naypyidaw’s thugs,
but it has rightly not averted its eyes
from the nature of those who rule
Burma and what they have wrought.
Targeted, smart sanctions are not
about regime change, but rather
repudiate an odious government while
sending an important and welcome
message to the Burmese people that
they are not forgotten.
Some members of the Association
of Southeast Asian Nations (ASEAN)
are frustrated with its discredited
policy of constructive engagement
because it has become a threadbare

cover for business as usual. Indeed
over the summer Indonesia was
openly critical of Burma at an ASEAN
meeting and shares the Philippines’
concern that Burma is a stain on
ASEAN’s reputation and its avowed
commitment to improving human
rights. In this context, US pressures
are welcome in the region. Support for
an investigation into crimes against
humanity is also a sensible measure
for ratcheting up pressure on the
government and sending a useful
message about accountability.
The ‘unhappening’ of atrocities
within Burma does not have to be
replicated elsewhere. Those who favour
a more conciliatory approach labour
under the illusion that the Burmese
government would accommodate a
working relationship with Washington
that would make a difference. ASEAN,
China and India have long been
actively engaging and coddling Burma
with no apparent positive impact so
why should Washington imagine it
can make a difference where others
have demonstrably failed? The Obama
administration should maintain its
selective engagement and wield both
carrots and sticks in nudging Burma
to reform and positioning itself to tap
opportunities that may emerge.
There is the China angle and
Burma represents one in the string
of pearls Beijing is using to extend
its influence and project its power
into the Indian Ocean. China is
Burma’s biggest backer, the rogue

twin of North Korea. Anti-Chinese
sentiment among Burmese is high,
however, and the leadership grew up
fighting Beijing-sponsored communist
guerillas, so there is not a lot of trust.
And India is vying for influence as a
useful counterweight, meaning that
the strategic risks and stakes in Burma
for Washington do not merit getting
into bed with thugs.

PARTNERSHIP POSTPONED
When President Obama met with
Hu Jintao in 2009, it seemed that
a strategic partnership was within
striking distance, but since then
mutual suspicions have taken the wind
out of those sails.
Certainly there is considerable
stabilising ballast in bilateral relations,
but squabbles over currency, trade
imbalances, arms sales to Taiwan, the
Dalai Lama and diplomatic initiatives
regarding North Korea and Iran are
amplifying distrust stemming from
China’s large military modernisation
over the past two decades amid limited
transparency.
Strategic trust and co-operation
have suffered and there are legitimate
doubts about the ability to manage
bilateral
differences
without
destabilising the relationship. It
appears that strategic thinking is
racing to catch up with quickly
evolving realities, which range from
energy security and conflict resolution
to economic policies, Google and
regional institutions.
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Simmering tensions carry the
seeds of conflict and undermine global
stability. As Henry Kissinger recently
said, “The DNA of both countries
could generate a growing adversarial
relationship.” Both governments need
to nurture the skills of co-operation
and mutual respect, but this is not easy
given that both are jockeying to decide
who gets to call the shots in Asia.
Since the contretemps between the
Defence Secretary, Robert Gates, and
the People’s Liberation Army Deputy
Chief of Staff, General Ma Xiaotian,
at the Shangri-La Dialogue held in
Singapore last June, relations have
gone from frosty to tense. In July at
the ASEAN Regional Forum held in
Hanoi, the Secretary of State, Hillary
Clinton, stood up for smaller Asian
states in their territorial disputes with
China, asserting that it is not China’s
prerogative to decide such disputes
in the South China Sea involving the
Spratly Islands.
This bold rhetoric citing US vital
interests in freedom of navigation,
encouraged and welcomed by ASEAN
states, was underscored by joint naval
exercises in July with South Korea in
the Yellow Sea and a very significant
port call in Vietnam. Then in
September Japan faced off with China
over the disputed Senkaku (Diaoyutai)
islands, an incident that spiralled
into a crisis that has left bilateral ties
badly frayed.
The US made clear that it has
a dog in that fight, stating that the

islands are covered by the US–Japan
Security Alliance. China is flexing
its muscles in regional waters and
asserting its strategic interests, but is
frustrated that it is unable to dictate
terms to ASEAN and Japan over
maritime territorial disputes, partly
owing to US backing.
Sino-Japanese relations are also
fraying over other simmering resource
disputes in the East China Sea, Chinese
criticism of Japanese treatment of
Chinese workers at its factories on the
mainland and currency manipulation.
The new Foreign Minister, Seiji
Maehara, favours a close security
relationship with Washington and
will try to repair ties and finesse
controversies surrounding US bases
in Okinawa. The confrontation with
China over the Senkaku Islands
strengthens his hand domestically,
but Okinawan gubernatorial elections
in November will renew pressure on
Tokyo to revisit the 2006 roadmap on
base relocation. Alliance management
will thus remain fraught.
China’s blustering overreaction to
the arrest of a Chinese fishing trawler
captain who rammed two Japanese
Coast Guard ships was a strategic
blunder that will have lingering effects.
Beijing, known for its deft diplomacy,
managed to play its strong hand very
poorly. Its shrill rhetoric and bullying
threats, accompanied by a halt in
shipments of critical rare earth metals
and arrest of four Japanese engaged
in a clean-up of a wartime chemical

weapons dump, were revealing. Japan
handled the crisis calmly, sensibly
releasing the captain, while regional
governments got an unwelcome
glimpse at an overbearing Beijing.
China’s
bellicose
behaviour
over the Spratly Islands has already
aroused anxieties in ASEAN while the
Senkaku outburst underscores exactly
why the region remains eager for
the US to bolster its engagement and
commitment. Beijing has inadvertently
scored an own goal, undermining
its soft power charm offensive that
sought to reassure neighbours that a
rising China is not threatening.
The US is engaging and
empowering the regional architecture
of multilateral institutions, working
hard to overcome the neglect of the
Bush era. For the first time, the US
participated in the ASEAN Summit
and is joining the East Asia Summit,
while President Obama plans to attend
the APEC conference in Yokohama, a
flurry of diplomacy that signals the US
is keen to engage Asia as never before.
In addition, the US has appointed
its first resident ambassador to the
ASEAN Secretariat in Jakarta, again
a significant upgrading of relations
designed to buttress a key multilateral
institution.
Uncle Sam is back with a helpful
nudge from China’s maladroit
diplomacy,
but
repairing
and
upgrading Asian relations depends on
sustaining deft engagement, and that
must include Beijing.

James Fallows

The rest is history
Despite a difficult first two years, history may yet be
on Barack Obama’s side

This

issue

of

American Review goes to
press before the 2010 US
mid-term elections and
will appear after they are
completed. That timing,
potentially awkward, is in
fact a valuable reminder of
the caution that is always
proper in predicting either
electoral results or trends in presidential
performance and popularity.
The day after an election,
newspapers are full of accounts of
margins that were ‘surprisingly’ wide
or close. Each ‘surprise’ is of course
evidence for the fluid, subjective,
unforeseeable nature of democratic
politics. By the end of each presidential
administration, analysts can contrast
its strengths and weaknesses with the
assumptions that prevailed when it
began. The gap between expectations
and reality is due in part to the purely
random—if Lee Harvey Oswald’s
hand had shaken as he took aim, if
John Hinckley’s shot at Ronald Reagan
had been directed one inch higher,
American and world history would
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have been profoundly
changed. But the gap also
reflects a systematic bias
of the political-analyst
class: a tendency to overproject the trend of the
moment, and a failure
of imagination about
reasons for why the trend
could change.
A reminder of the uncertainties
of the ‘long game’ is particularly
important as Barack Obama begins his
third and fourth years in office, since
the swing in his perceived status during
years one and two was so extreme.
On the day he took office in January
2009, his approval rating in the United
States was 65 per cent—12 points
higher than the share of the vote he
had received two months earlier. By
the height of the mid-term campaign
season in September 2010, Republican
candidates were all running against
him—as did many Democrats, and
very few dared invite him into their
districts to campaign on their behalf.
At the time of writing it is
impossible to know just how severe

the Democratic losses will be when the
112th Congress convenes in 2011. That
there will be losses is obvious, since
all the big national trends are running
the Republicans’ way. For instance,
persistently
high
unemployment
(always the strongest predictor of loss
for incumbents) and disaffection of the
Democratic base.
Does this diminished standing
necessarily mean that the Obama era
can be classified as a disappointment?
There are at least three reasons to
resist the conclusion that Obama will
follow the steady-descent pattern of the
president to whom he least welcomes
comparisons, Jimmy Carter.
First, when measured by the
standard of his real-world predecessors,
rather than by his own temporary
superhuman status, Obama’s situation
does not look bad. His predecessor,
George W Bush, had approval ratings
of nearly 70 per cent after two years
in office, but that was because of the
singularity of the 9/11 attacks, and it
was before making decisions about
Iraq, Guantanamo, taxes and spending,
the way to use the national unity of the
moment that will, in my view, cement
his status as one of America’s worst
leaders.
By the end of his second year, Bill
Clinton had, like Obama, achieved one
important, narrow legislative victory.
In Clinton’s case, the one-vote passage
of a tax-and-spending measure that
put the nation on the path to budget
surpluses; in Obama’s, the healthcare

bill. Unlike Obama, he had suffered
a major frontal legislative defeat with
his healthcare proposal. His approval
ratings as he neared his first mid-terms
were no higher than Obama’s now.
On the strength of his leadership of
the first Gulf War, George H W Bush
entered the mid-terms with a popularity
rating of nearly 90 per cent, only to
lose to Clinton during an economic
slowdown two years later.
Because of a recession even worse
than the current one, Ronald Reagan
entered his first mid-terms with an
approval rating in the mid-30s, and then
of course went on to an overwhelming
re-election and considerable success in
placing his mark on policy.
The circumstances vary, but
standing at this stage of a presidency
has little predictive value for longerterm success.
Second, when measured not
on aura but performance, Obama’s
accomplishments in his first two years
in office come closer to matching his
campaign promises than many of his
predecessors with their platforms.
The failures are obvious: the
inability to get a climate deal with
China, which in turn followed the
failure even to bring a climate bill to a
vote in the Senate; the inability to close
the detention centre at Guantanamo;
the limits of the financial reforms
imposed on Wall Street firms in
exchange for their being rescued. His
economic policy avoided disaster but
did not change the long trend towards a

polarised society with rising joblessness
for the under-educated. No era of
comity or reasonableness dawned in
Washington or the country at large.
But against those failures, there
are significant achievements: passing
legislation where Clinton and Carter
had failed; averting further worldwide
economic catastrophe; containing the
American exposure in Iraq and—it
seems—preparing to do the same in
Afghanistan.
Will it be enough to make him
‘meet expectations’ by the time he
leaves office? As with his predecessors,
it depends on what comes next. But it
certainly positions him well in the race
for re-election. Barring true worldwide
disaster, the economic and employment
cycle should again be on the way up.
As when the Democrats sent Walter
Mondale against Reagan in 1984, and
the Republicans chose Bob Dole to
oppose Clinton in 1996, the opposition
party seems unlikely to be able to
choose the candidate who could mount
the stiffest challenge.
Third is the question forced by any
consideration of Obama’s rise: whether
we are seeing yet another illustration of
Obama’s success at the ‘long game’.
Barack Obama’s career on the
national stage dates back barely six
years. But that has been enough to
establish a pattern: often he has been
counted out in the early running and
then has come back, not so much with
a Bill Clinton-like last-minute burst
of effort as with the results of what
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is revealed to have been a long-term
strategy all along.
A year before the 2008 presidential
election, sophisticated observers in
Washington ‘knew’ for certainty
that his campaign had failed to get
momentum against Hillary Clinton.
Then he won crucial early contests
and carried out a sophisticated longterm strategy for gathering delegates.
Three months before the 2008 election,
the McCain–Palin ticket had shown
such energy that it had actually taken
the lead. But in the six weeks before
the election, Obama’s strategy—or
luck—of letting them go too far and
over-extend themselves paid off with a
substantial win.
Through the first year of the
healthcare reform debate, his proposal
seemed doomed; in the end, he won
all the close votes. The ‘bailouts’ of
the banks and auto companies were
initially seen as ruinously costly; by late
2010, most of the federal loans were
being paid back.
Luck and circumstance played a
big role in this pattern. Obama came
within one speech—his address on
race relations in March 2008, which
defused the controversy over the
extremist preacher Jeremiah Wright—
of being forced out of the race.
Both luck and design—Obama’s
and others’—will shape the two
years ahead. It is still too early to
know whether we will in the end be
‘disappointed’ or ‘impressed’ by Barack
Obama’s record as president.
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