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Economic Logic of the Alliance Curse

“We have as our grand strategy only the arms race and the cold war…” 
―John F. Kennedy

 U.S. globalism requires a new script. During the cold war that script was motivated by grand theories of social change that failed to establish correlations between what actually occurred and what we had grounds to expect.
 Yet cold war conceptions of threats and opportunities were built so well into our culture that they are repeated by today’s policy makers. 
  Continuing to base conceptions of our own security on models of containment that were constructed to prevent the spread of Soviet power throughout Europe and the third world, we are prevented from seeing a gap between our vision and the effects of our actions. 

U.S. cold war foreign policy was characterized by alliances with autocratic leaders, such as China’s Chiang Kai-shek, South Vietnam’s Ngo Dinh Diem and Nguyen Van Thieu, and Ferdinand Marcos of the Philippines, to name but a few. These alliances, ostensibly of mutual benefit, resulted instead in political and social instability, and in failures to sustain economic development. The domestic failures of those allied governments dragged the United States into regional conflicts and two wars, Korea and Vietnam, in the name of containing communism. 
If, as has been proved throughout history, an alliance between a greater power and a weaker but strategically significant dictator traps the dominant partner into unnecessary conflicts and moral compromises, then why has the United States forged so many such alliances since 1945?  What drives U.S. policy makers to support autocrats who plunder their own countries? Why, after six decades, do U.S. leaders continue to sanction foreign policy decisions that discredit America as a leader of progressive social reform? 

Consequences of the Alliance Curse
Asymmetric alliances between first and third world countries are easily formed because in theory they appear to improve the well-being of each.
  The more powerful partner benefits in the short run, extending its political and military influence, and gaining policy concessions appreciated by the electorate at home. The weaker state gains a benefactor, as well as protection, aid, and abundant credit. But what may at first seem fair, and a cooperative mutuality of interests turns out to be very unfair to the disenfranchised populations within the weaker state whose political status, marginal to begin with, diminishes as the longevity of the regime increases. Asymmetrical alliances can create a political development trap in which the leadership of the weaker party experiences reduced incentives to govern for prosperity.
When aid from foreign taxpayers substitutes for domestic resources, the reforms and policy strengthening needed to achieve long-term viability can be neglected, leaving a client regime with diminished social and institutional capital to resume a developmental path once the dictator’s grip is removed. When its leadership in the weaker country depends on the benefactor for resources such as foreign aid, abundant credit and military assistance for legitimacy, it can neglect building its own predictable system of laws, policy and procedural transparency, and political accountability to citizens. 

In any case, transparency is not desirable, for it would expose the kickbacks and corruption that perpetuate the system. Predictable contract enforcement and reliable information about the government’s economic plans would reduce dependence on the leader as the economy’s pivotal deal maker. Building an effective bureaucracy or the judicial and educational systems necessary for a strong state can enable threats to the incumbent to materialize. In the extreme, public goods can improve the conditions for revolutionaries to be active.  

Since the ruling party fails to build broad-based institutions, political and social development are stunted and the client nation is likely to manifest lower levels of social organization than are warranted by its income levels. Political mechanisms to reach compromises between the conflicting aspirations of citizens fail to develop. The opposition, unable to court broad-based support openly, will focus its efforts on grabbing control of the governmental apparatus rather than adapting skills of coalition formation and policy advocacy.

With a flow of resources from external resources leaders can sacrifice policies needed to ensure growth in order to redistribute more income to key supporters. The concentration of economic opportunities in the hands of the government, gives the incumbent the tools to create a loyalty premium, making the defection of dissatisfied coalition members costly.
 Abundant external resources also strengthen a tyrant’s resistance to domestic restructuring or redistribution, which causes pre-existing social rifts to fester and become poisonous. These alliance-twisted incentives are among the primary causes of development gaps that trigger regional tension, resentment, and instability. 
Unlike his political rivals, the tyrant who obtains alliance status with a wealthy sponsor can afford to reward his coalition members well. This makes it harder for rivals to survive and forces opposition groups into subversive activities as the only course to challenge the incumbent. Since the incumbent and the regime become one and the same, the opposition must target the entire apparatus of government in order to overthrow the leader—heightening political volatility with the risk of violent overthrow.    

 Fearing that the benefits to the sponsor nation may be in jeopardy, the sponsor nation may intervene on behalf of the regime, thus placing itself against the local people, producing the “commitment trap” of fear that arises time and time again in U.S. relations with third world dictators.  

  An autocrat who, having consolidated a coalition, survives an initial period of instability can look forward to enjoying much longer survival rates than a successful democratic leader,
 whose political survival depends on the support of a large coalition but he is likely to face a much more disagreeable end. All dictators fear being deposed or killed in a revolution or a coup d’etat, so they set aside funds as secret insurance, generally deposited in foreign assets, for new payoffs or possible exile.  

The U.S.-backed leaders who will be considered in the case studies, not surprisingly, all overstayed in office without creating adequate public goods or social policies. They ruled personally and autocratically, creating neither parties nor bureaucracies to ensure a smooth succession or policy continuity after stepping down. They eliminated secular opposition so that civil society never emerged or matured.
 They did little to create thriving, competitive economies. Nor did they provide equality, meritocracy, or upward opportunities for their people. They built armies based on personal loyalty rather than competence. Yet time and again, the United States overlooked these liabilities in its ambitious campaign to fight the spread of “global” communism. When those rulers became targets of resentment by their own populations and fell, the alliances sent blowback to American shores in the form of unanticipated threats.
 In some situations, violent anti-U.S. policy setbacks created security risks, even greater than those the alliances were designed to offset. Jihadism has emerged among those nations considered to be the staunchest allies against global communism, as has the proliferation of nuclear weapons by Pakistan and state-sponsored terrorism by Iran. 

Inevitably the aid cycle, along with the alliance, will enter a downturn, since foreign aid comes in boom-bust cycles and produces counter-cyclical investment patterns that leave the weaker country with debt burdens that cannot be repaid once the alliance-driven aid cycle slows down. Just as resource abundance may not generate healthy economic growth, the resources that autocrats gain from an alliance with a first world benefactor can create an “alliance curse” with political-economy consequences that resemble the better known resource curse.
 

Pakistani-U.S. relations in the wake of September 11, 2001, exemplify the economic consequences of the alliance curse. A frontline country in the war on terror, Pakistan received ten billion dollars in U.S. assistance in exchange for its commitment to fight the Taliban and al Qaeda at home.
 That aid, however, has not targeted the sectors where it would have the largest long-term payoffs for the nation: rural health, education, agricultural, manufacturing, and infrastructure. Instead, the funds have been channeled into luxury construction, inciting a real estate boom, and into the acquisition of sophisticated weapons systems to fight India, as well as subsidized industries controlled by the military brass. In this sense Pakistan, like every country that has experienced an alliance curse, concentrates its newly acquired resources into ephemeral sectors that benefit the regime and reward its backers; and the economy’s long-term production potential remains underexploited. Since uncertainty exists about the durability of alliance-cursed regimes, businesses tend to invest in sectors and projects from which rapid withdrawal is an option neglecting investments that will come to fruition in the future.
  Since the most important contributor to growth is investment, the client will be economically impaired, unlikely to remain a stable and reliable ally, it is very likely to become a security liability, or even become hostile to America when the marriage arranged on the basis of short-term objectives is disrupted. A change in geopolitical priorities will leave the country with long-term debts it cannot repay because the alliance curse has left it without resources that can be replenished from sound investments. 

U.S. policy planners are generally unaware of the corrosive effects of asymmetrical alliances.
 This lack of awareness results in a commitment trap in which the U.S. supports the status quo for fear something worse might arise in its place. This is discussed at greater length in Chapter 11, “Walking with the Devil.” Uncertainty, emerging when the patron fears that change could produce a greater evil, seals the commitment trap. In fact, the very nature of the alliance (not the threats from domestic rivals or the fear of the patron) is sufficient to cause an incumbent autocrat to disregard accountability, equity, and transparency at home. The result is alienation of the domestic population, which may then harbor enemies both of the tyrant and of the United States.
Such alliances deflect the focus from long-term development and allow pre-existing social fissures, such as inequality and ethnocentric- or class-based discrimination to trigger social conflict. Foreign aid becomes no more than a subsidy for U.S. corporations or the means for client regimes to build their power bases through relationships with privileged elites; officer corps, wealthy business leaders, or the clergy. In the end, the inadequacy of inclusive policies that yield rewards for the general population reproduces the security dilemmas we sought to preclude in the first place. Yet again, when facing an entirely new system of threats and warfare, the United States resorts to supporting frontline dictators, and we are surprised to be the target of a global jihad. 
Since the 2001 attacks on the World Trade Center dozens of countries that promise to join the “global war on terror” have been provided with U.S. weapons and training.  Many of the recipients are autocratic governments that are highly corrupt, hostile to democracy and are human rights abusers. The Center for Defense Information has tracked 25 front line states to find that more than half were cited by the U.S. State Department as having serious human rights abuses.
  Six of the twenty five were ranked among the most corrupt in the world by Transparency International.  One of the countries not covered by the study, Sudan, is receiving assistance despite allegations that government forces have abetted the genocide in Darfur.
  Yet since declaring support of U.S. counterterrorist activities the 25 countries received 18 times more total U.S. assistance.  The report’s lead researcher Rachel Stohl warns, “The unprecedented level of military assistance is short-sighted and potentially very dangerous.  Selling arms for short-term political gains undermines long-term U.S. national security and strategic interests.”
  It creates future liabilities for several reasons.  The weapons are difficult to control once delivered.  Sending military assistance to regimes that abuse human rights makes us enemies of the very people we are trying to defend.  So long as the U.S. builds military capability where developmental conditions are ignored, the people will view the war against terror as our war.  Under such conditions the armaments may someday be used against us.
      

The danger that once pledged, the U.S. loses control over the weapons it sends overseas was recognized by both Congress and the U.S. Department of State. Before 9/11/01 Congress had imposed oversight through the budgetary process.  State established guidelines to ensure that arms were not sent to human rights violators, regimes that weaken democratic processes, practice terrorism or threaten their neighbors.  Long lists of countries were sanctioned before 9/11 to prevent arms sales from endangering long-term U.S. security.
   

On 9/12/01 all previous sanctions were lifted even if the conditions that led to the sanctions had not changed.  New programs were established outside of the foreign operations budgets overseen by congress.
  Countries that were not receiving arms because of violations are now eligible just by promising to help stamp out global terrorism.  Reclassifying insurgencies countries had been fighting for years as terrorism greatly expanded the list eligible for the new programs.  Some of the new programs offered the very same training of programs still barred. 
As a result of the lifting of sanctions and the creation of the new accounts the U.S. became the world leader in transferring arms to the developing world at a time when those increases are mounting dramatically.  Between 1999-2006 arms transfer agreements with developing nations comprised 66.4% of all worldwide arms agreements, 65.7% from 2003-2006, and 71.5% of all agreements in 2006. Ini2005 the arming of the third world generated 31.8 billion of agreements and in 2006 another $28.8 billion far larger than the annual World Bank budget.. 
 As the growth in arms sales to the third world grows, so do the risks that the previous safeguards were designed to offset. Many new recipients do not qualify by State Department criteria that consider the effects on U.S. national interests.  Viewing counter insurgency as counter terrorism we interfere in domestic conflicts in which we do not have a role. We may end up ensuring Today’s terrorists will be leaders of tomorrow’s insurgencies. Many of the recipients for arms against terrorism are likely to use the weapons in conflicts with neighbors making unstable regions less stable.  Thus Pakistan, Azerbaijan and Armenia among many others have been able to fill their shopping list with arms they had been seeking for years.  Who would be surprised to learn that some of the weapons the DOD considers important to control have found their way into the arsenals of countries still under sanction like Iran and China. Yet, the greatest danger of overriding the previous safeguards is rarely mentioned. Regimes are being strengthened that do not enjoy support at home which triggers a downward spiral in domestic governance with the danger of eventual blowback to American shores. Arms shipments to repressive governments seal the bad governance trap that ultimately represents the greatest threat to stable relations in the future. 

In essence 9/11 allowed the Bush administration to return to the four priorities of cold war U.S. foreign policy.  Agreement on the need to contain the Soviets has been converted to a consensus on the global war against terrorism.  Agreement on the need for active globalism during the cold war was characterized by the Marshall Plan and a network of alliances to contain communism.  After 9/11 the arming of emerging nations and expansion of U.S. military capacity has created arms equipment clients in all corners of the globe. The agreement on the primacy of presidential leadership was modified after the fall of communism by greater attention given to voices from civil society.   The war against terrorism gave the president a rationale to close out civil society and tighten access to strategic information. The priority of security in foreign policy during the cold war was briefly effaced during the Clinton administration by international trade and commerce.  Clinton strengthened the international policy role of the agencies concerned with economic policy bringing economics to the center of the foreign policy stage
.  After 9/11 the `economic complex’ consisting of the Department of the Treasury, Commerce, along with the Office of Budget and Management have been subordinated to security which once again is the unifying theme of U.S. international relations.   

U.S. Public Beliefs that Facilitate the Alliance Curse Abroad
The United States sees itself as a benign superpower that maintains world stability, discourages regional conflicts, and facilitates democracy and economic growth.
 In the words of former President Clinton, “there are times only America can make the difference between war and peace, between freedom and repression, between hope and fear.”
 Such an optimistic self-portrait is not widely shared by the leaders of developing democracies, who must also seek to satisfy constituent goals of national pride, identity, and interest.

As we will see in the following chapter, third world democracies rarely enter alliances with first world patrons because their home constituents want widely distributed public goods. This feature of competitive politics makes democrats of the developed world incompatible with their developing world counterparts and underscores one of the regularities of cold war geopolitics: the frequent support for and tolerance expressed by first world nations  toward compliant repressive regimes that serve entrenched elites at the expense of broader social interests. Many of the developed nations’ interventions, both political and economic, lower the competitiveness of those we try to assist and put us into conflict with our idealization of open-market liberalism and with successful developing democracies like India and Brazil. 

We not only ignore the negative fallout from our policies, but we also exaggerate our role in the downfall of our socialist enemies. The demise of the Soviet Union reinforced our belief in the efficacy of containment as a dominant factor in the geopolitical decline of socialism. Yet containment may have played a smaller role than we are willing to acknowledge in halting the spread of third world socialism.
 Its impact was greatest in stopping a possible Soviet advance into Europe. But even the ultimate failure of the Soviet regime cannot be attributed directly to containment. The Soviet system failed in part because entrenched internal problems impeded economic and political reforms, and because of its ambitions in Afghanistan and Eastern Europe.
 The evolution of socialist planning models and capitalist entities (such as the vertically integrated firm) have both been deeply influenced by global forces that left their centrally controlled hierarchies in the dustbin of history. We take credit for precipitating the fall of the Soviets without acknowledging that the same foreign policy planning apparatus failed to anticipate the rise of China’s market economy—grown out of socialist institutions and practices. That planning apparatus also produced unsustainable alliance partners in the Islamic world that today harbor our most virulent foes. Surrounding the Soviet Union with an Islamic “greenfield” created a hospitable environment for the spread of Taliban-style Islamic revolution. 

Clearly, the United States should have sought alternatives to the alliance curse. However, the political process has a limited capacity to anticipate or respond to the blowback effects triggered by overseas interventions. Elected officials use foreign policy as a tool to obtain such public goods as security and cheap natural resources that their constituents desire at home. Public opinion surveys consistently show that voters place democracy-building and development low on their own lists of foreign policy priorities, behind emergency humanitarian assistance that only helps reduce short-term problems rather than build durable overseas economies.
 Eventually, foreign policy debates focus on convincing domestic audiences that their elected leaders deserve credit and reelection for having brought home valuable resources and investment opportunities, policy concessions, and the political and military influence cited earlier. As a result, system-level social and political transformations occurring in the third world are generally ignored in U.S. policy making. 
Reframing Our Global Agenda

Dynamic changes throughout the world suggest that U.S. policy makers have fundamentally misapprehended the relationship between global economic development and political stability. So off-balance was our understanding of this fundamental relationship that we failed to anticipate the most consequential transformations of the cold war: the peaceful dissolution of the Soviet Union and China’s rapid rise out of a communist past. Efforts to graft policies and practices from the first world environment to that of the third world, to stimulate growth and progressive social change produced meager results. Ironically, allies that we bolstered with military and economic assistance in the Philippines and Pakistan are politically unstable, socially volatile, and economically stagnate—while American businesses seek opportunities among former geopolitical enemies China and Vietnam. In South Asia, anti-U.S. terrorist cells thrive in allied regimes like Pakistan, the Philippines, and Indonesia. Meanwhile, China and Vietnam, our former adversaries, stand firmly in the anti-terrorist camp. No one could have anticipated that the world’s most tenaciously communist country is the leading creditor of the world’s largest capitalist nation or that Vietnam’s middle class in 2007 is broader and the gap between rich and poor narrower than in the Philippines, our cold war ally.
 Nevertheless, almost two decades after the demise of the Soviet Union, the strategies designed to counter another global menace are constructed using a cold war model that planted the seeds of much subsequent instability.  
During the cold war, we chose allies simply because of their anti-communist credentials and ended up being defeated in China, North Korea, and Vietnam by communists. Today we support regimes that are anti-jihadist, regardless of their repressive policies and dubious domestic support. Insensitivity to the negative consequences of asymmetrical alliances has biased our effectiveness on many issues and leads us to an insufficient understanding of local and regional economic realities. A strategic culture based upon military essentialism and triumphalism has led to a foreign policy that in its broad outline is without economic sensibilities relevant to development and which downplays the social and economic challenges faced by the populations whose trust our security ultimately requires. Yet even so, the relevance of global economic development to U.S. security, and of sound relations with the major developing powers, appears to be counterintuitive in the American strategic culture. To fight the new enemy, both the administration of President George W. Bush and the political opposition accept the same strategic logic they believe gave us victory in the Cold War. We continue to prop up autocratic leaders now with high technology weapons and training in exchange for short-term strategic services.  Our triumphalism and the militarism it provokes are so deeply embedded in our institutions that we are unable to see that we are often the authors of the very evils that we seek to overcome. 

Instead of transferring the wrong lessons to solve the wrong problems, such as weapons transfers to regimes that violate the rights of their own people, an alternative strategy is needed that ties security with economic development. This book attempts to focus attention on general global forces that underscore geopolitical order and stability. Third world reconstruction requires that we pay more attention to the principles of self-organization and the fact that our actions often create the environment that determines the strategies of third world adversaries and allies alike. Since foreign policy, national security, and development policy are generally taught, studied, and managed through largely separate entities, they produce fragmented policy recommendations. This book aims to unify the three to bring about an integrated approach to the political economy of U.S. foreign relations. 
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Reframing the Purpose of U.S. Globalism
“How much freedom does evolution allow for giving purpose to the game?” John Archibald Wheeler: 236

U.S. prosperity in the 21st century will hinge on the growth of developing economies. As this book goes to press, more than fifty percent of global economic growth occurs in the third world. Our security will be closely linked to a better relationship with emerging economies. Here are twelve essential lessons the U.S. must continue to remember bear in mind when global economic development malfunctions. 

1. Learn from Soviet Experience Not to Overestimate the Universality and Fungability of Our Institutions.
During the Cold War, according to historian Odd Westad, the Soviets acted as universalistic imperialists and, like the Americans, tried to impose their ideal of a just and equitable society in their sphere. Yet after withdrawing from Afghanistan in 1989, they altered their strategies, realizing that the benefits of third world interventions were rarely justified by the expense.
 The leaders they presumed to be fellow travelers dismissed the priority of building Leninist-style one-party states and remained interested in little more than their own aggrandizement. The Soviets ultimately recognized that third world conflicts were more about identity and ethnicity than class. Today many third world leaders are similarly unresponsive to another western blueprint for social change: the U.S. crusade to spread multiparty democracy. 

Washington’s Cold War fear of a domino collapse of non-communist regimes in Southeast Asia overlooked a prerequisite for the spread of communism: the creation of the one-party state. North Vietnam had managed to build such an apparatus, but the achievement was difficult to replicate in patronage-based third world cultures. An autocratic regime, because it bans political rivalries, could be the perfect arena for a one-party state to mature, but this happens rarely. The strength of domestic patron-client loyalties confounded efforts by both Cold War superpowers to foster political order based on their respective principles.
 Assessing the benefits of intervention in relation to its costs led Gorbachev to prioritize human rights and self-determination above the realization of socialism,
 allowing the Soviet empire, which had taken hundreds of years to assemble, to disappear without a shot being fired.
 

 According to Westade, U.S. leadership has never experienced the kind of fundamental introspection that changed Soviet perceptions of third world development. American policy makers never questioned their belief that their history represents the privileged vanguard of an evolutionary process applicable to all nations. U.S. triumphalist rhetoric frequently misidentifies the attributes of development―industrialization, occupational specialization, social mobility, urbanization, mass literacy, and public health―as the triumph of western liberal values.
 But being literate, and enjoying wealth and a clean government, do not necessarily make one “western.” Other nations also seek to enjoy the benefits of modernization, as projections of their own cultural values and historical experience. Seeking to impose liberal values where basic social endowments are absent, the United States and its allies have alienated large majorities in Iran, China, Russia, and elsewhere. 

Before the “end of history” and the decline of the Soviet Union, the U.S. intelligentsia and their counterparts around the world shared many perspectives on U.S. interventionist adventures in the third world; but since winning the Cold War, a gap has widened that separates American thinking from that of other nations.
 America must stop projecting its own history and triumphalist beliefs as the universal template for the transformation.
 Third world nations must be able to blend their own social systems and values with the demands of their particular industrial and bureaucratic processes. That blending will be the framework for integration into the global economy.

Future U.S. contributions to state reconstruction in the third world can benefit from two lessons of computational science: First, a set of simple rules, such as those implied in a decentralized market environment, can generate enormous diversity. Second, all complex systems show increasing diversity rather than convergence to an optimal standard.
 
2. The Marshall Plan Does Not Apply

Calls abound for new Marshall Plan for African development, for the battle against AIDS, for South America ... the list goes on. Yet the Marshall Plan, the basis of all blueprints for U.S. interventionism, is one of the most misrepresented reconstruction paradigms. When American troops arrived in Germany and Japan at the end of the Second World War, they contributed to a reconstruction that had begun several generations before. The introduction of protocols for industrialization and public administration based on a process of bureaucratic universalism was under way in Japan with the Meiji revolution and in Germany with unification under Bismarck almost a century earlier.
 In these two cases, change already in progress was expedited by the military defeat of belligerent pre-industrial elites. 

3. Introduce a “New Deal” for Global Development

In East Asia’s newly industrializing countries, the leadership ensured growth with equity by establishing effective management to keep basic socioeconomic facilities—health, education, physical infrastructure, public security, and credit—within the reach of the common man. They campaigned against nepotism and favoritism, and made the incentives of dedicated public service commensurate with remuneration of the private sector.
 In Japan, Taiwan, and South Korea, land reform was also necessary. All of these post-World War II blueprints were designed with technical assistance from policy planners who shared the goals of Roosevelt’s New Deal for America’s workers.
 The Eisenhower administration removed the U.S. advisors, allowing the Cold War to change the way U.S. policy leaders approached the concept of global development. Nevertheless, East Asia’s leaders faced strong domestic imperatives to consolidate and institutionalize reforms to make their promise to shared growth credible.
 They had to counter the threat of communist-style insurrection because of the proximity of mainland China. In this sense, the principle of growth with equity that distinguished East Asia’s leaders from autocrats elsewhere was in part a gift of China’s revolution.

Roosevelt’s successors did not elevate social justice to the level sought by allies and adversaries alike.
 They put equity “on hold” until communism could be defeated. In the Philippines, for example, military objectives—using the islands to bolster the defense of Japan—took precedence over social justice in a dramatic departure from the promises of the New Deal. 

Within a nation’s asymmetrical social order, the poor accept the status quo because their ability to manage household risk―unemployment, injury, or death of a breadwinner―will generally increase only through the patronage of a stronger party. The New Deal offered American workers the promise of liberation from “Tammany Hall”: protection of the risk-adverse urban poor against dependency on informal loyalty networks.
 Only when the poor populations of developing nations enjoy such security will notions that appeal to U.S. policy makers such as “spontaneous lawfulness” and adherence to rule of law become meaningful objectives of social mobilization in the third world.

It is widely recognized that communism and the ideals of homogeneity that it embodies promoted stasis. But the antithetical policy—heterogeneity and indifference to degrees of inequality―strains social order and can result in a backlash against western notions of transition. In post-communist Russia, a small vanguard of local capitalists acquired former socialist assets. Today the average income of the top ten percent of Russians is forty-nine times greater than the bottom ten percent; eighty-three percent of the population is poor; and male life expectancy is fifty-eight years. Instead of a potential ally, the United States must now live with a Russia that is neither stable nor friendly, and which flaunts anti-western policies to gain western attention.
 China’s mad quest for private wealth produces many more beneficiaries than does elitist seizure of Russia’s national assets. Heterogeneity in China is framed within a set of shared values and social conditions still defined by socialist ideology. Broad-based access to the benefits of economic growth enables China’s leadership to find socially optimal support for open trade policies. Too much heterogeneity narrows the consensus on opening the economy―in South Asia, for example, where caste-based divisions foment sectarian conflicts. 

Even if the average level of discontent (defined by drug use, failure to vote, and suicide rates, for example) is high in a society, as in developed regions like Europe, the United States, or Japan, it is not disruptive. Meanwhile, angry people at the extremes in Latin America, South Asia, the Middle East, or Africa can cause system breakdowns. In highly unequal societies, like Africa and Latin America, the tail of the distributional bell curve ends up wagging the dog. Policies to foster inclusive societies must be encouraged for no other reason than to protect the neoliberal objectives America seeks to promote as the macro basis of global prosperity. 

4. Disassemble the Analytical Dichotomies of the Cold War Universe 

We must distinguish among differences in autocratic regimes where a wide disparity of policies and practices exists. Some, like China and Vietnam, have large “selectorates” and larger winning coalitions. Others are “tin pot” personalized fiefdoms where policy is conducted entirely to benefit a ruling elite. Autocracies also differ in the amount of repression they employ and in the level of popular support they enjoy.
 Totalitarian regimes may enjoy considerable support from some segments of the population. Not so with most personalized tin-pot autocracies, which rarely leave behind a framework of institutions and competencies, and offer little hope that aid or natural resources will be used to build a stable, prosperous, or participatory polity. The differences between so-called authoritarian states can be as wide as the gulf that separates them from democratic alternatives.
 

During the Cold War many East Asian dictators built the scaffolding for future democratic transitions by strengthening the interface between government and business. Endowments of primary education and health services help average citizens benefit from future growth. Meritocratic, rule-abiding bureaucracies created the foundations for the eventual democratic transitions by protecting policy making from elitest capture.
 One commonality among East Asia’s democratic transitions is that the prior introduction of democratic social conditions made democratic political institutions durable.
 
If a general definition of democracy is government that facilitates compromise among conflicting political, material, and ideological interests, then the institutional variations that meet this requirement are virtually unlimited and require adaptability to a particular environment. Most important, democratic stability reflects self-organization, complex, stochastic adaptations to rules, administrative patterns, and relationships with various interests groups that cannot be repeated or copied. 

We need sharper analytical tools to identify the preconditions of democratic stability, but before we make progress we must acknowledge that the appositions—markets vs. states, authoritarian vs. democracy, and socialism vs. capitalism—applied by policy makers thus far to explain development have proved to be weak tools for understanding complexity and order during economic transition.
 

5. Align Policy-Making Institutions with Incentives for Political Independence

How do we improve the quality of political analysis? Foreign policy making has become highly politicized through circumvention of State Department expertise by means of executive branch appointees who make foreign policy in conjunction with electoral cycles through the politically dependent National Security Council. Just as a politicized monetary policy is opportunistic and short-sighted, so too is politicized treatment of national security.

One way to reduce the opportunism is to create a career bureaucracy that functions as a “brain trust,” with cabinet-level authority to lead international policy making. Like the Federal Reserve, such a trust must be protected from both the vagaries of the electoral cycle and from special-interest groups. Therefore, its director and top officers must be appointed for terms that do not overlap with electoral cycles. If appointments to senior positions are made in the middle of an administration, it would promote bipartisan cooperation on the selection.
 The appointees must meet the highest professional and academic standards, and salaries and other remuneration must compete with private-sector standards. 

Foreign aid programs have consistently failed because of the inability to base distribution on consistent, verifiable economic criteria―again, because these programs are diverted by peripheral military and political considerations. A trust could help integrate foreign policy, economic development, and long-term security by insulating aid programs from domestic and international fluctuations of opinion and influence. Currently, the ad hoc and inconsistent manner by which congressional mandates control aid appropriations and priorities undermines long-term effectiveness. 

An independent agency would also strengthen U.S. negotiations with multilateral organizations. Bilateral programs between the U.S. and a particular borrower have limited impact compared to the possibility of leveraging larger, multilateral flows. Speaking with many voices weakens aid effectiveness in multilateral arenas and leaves the U.S. with a shrill, disaffected voice that contrasts sharply with the potential impact of influence expressed by a unified, coherent, and consistent agency designed to coordinate security and developmental activities.

Inadequate coordination between security and developmental agencies is exemplified by inadequate attention to civilian policing in crisis environments. Neither defense nor developmental agencies have capabilities or expertise in local policing, which ensures the failure to implement key developmental objectives.
 No wonder insufficient public safety and friction with security forces are mentioned as key obstacles, by both providers and potential recipients, to the dissemination of essential social, political, and environmental assets. Powerful incentives for interdisciplinary collaboration between military and developmental sectors will only arise with the institutionalization of joint training and decision making. 

 Five years after the U.S. intervention in Afghanistan??, reports coming back from the field concur that the institutional capacity to create policy that coordinates development and security is inadequate to manage knowledge or resources. The priorities are ultimately determined by those who have the vehicles and the weapons. As a last resort, many development agencies hire security privately to carry out developmental objectives, such as building roads or keeping schools open. In the absence of procedural cooperation between sectors, interagency policy coordination in conflict zones depends upon personalities. Better institutional coordination is necessary to ensure that the lessons of reconstruction are applied effectively, as U.S. interventions in transitional and unstable regions are likely to increase in the years ahead. 
6. Third World Battlefields Must Be Won Politically

Lieutenant General David H. Petraeus, the senior U.S. military commander in Iraq in 2007, wrote his 1987 Princeton Ph.D. thesis on applying the lessons of Vietnam to the use of force in the post-Vietnam era. Force should be used sufficiently at the outset, he noted, to ensure a quick and decisive resolution of the conflict. To avoid another Vietnam, be sure, before committing American troops, that “[y]ou have established clear-cut, attainable military objectives for American military forces (that is, more than just some fuzzy political goals).”
 The problem with this sensible advice is that third world crises rarely present clear-cut military objectives. Issues like national and ethnic identity inevitably defy simple homilies on the decisive use of force and the avoidance of fuzzy agendas. General MacArthur’s dictum for the total annihilation of communism in Asia―“There is no substitute for victory”―has done incalculable harm where military victory does not mean winning the political war. Raised in the same school, General William C. Westmoreland, never understood that he could win all the battles in Vietnam and still lose the war. 

Social discrimination frequently disrupts the establishment of mechanisms that would support post-conflict cooperation by improving the centralized state authority. Putting the Shi’a in control of Iraq exemplifies how the “fuzzy” details can foil the easy path to state reconstruction. A misreading of history by General Petraeus, and the miscalculations of his predecessors, reflect a short-sighted vision that, as in Vietnam, has led a mighty military into political defeat by an economically and technologically weaker adversary. 
Vietnam and Iraq present the same conclusion: once the forces of social change are unleashed―for example, by removing an unrepresentative elite from power―the outcome will be determined politically, no matter how favorable the balance of forces are to the U.S. side. Rebuilding Japan or Germany, the U.S. administrators and their local agents did not have to face interference from ethnocentric favoritism or patron-clientalism so typical of social order in the third world. Even after all the battles have been fought, regime stability will remain elusive until an enduring bridge is built between formal institutions and informal social norms.
 

7. Mutual Interests Are Insufficient to Ensure Cooperation 

The greater the common interests between a stronger and weaker party, the less leverage the stronger party is able to wield. This proved to be the case when the U.S. Congress voted on March 27, 2007, to link its support for the war in Iraq to specific timetables for reform. Those conditions were set in vain―six months later, the Iraqi parliament enjoyed insufficient attendance to enact legislation to share oil revenues or to remove rules that bar Sunni’s from middle-class employment. Desperation in Washington translates into Baghdad’s recalcitrance to contain sectarian violence. Without Washington’s backing, the political future of Prime Minister Nuri Kamal al-Maliki would be much more vulnerable. He has held on to power without winning support from large sections of the population, and the support he receives from Washington provides him the latitude to turn his government’s security forces into an instrument of revenge and domination that provides little protection for the Sunni minority.

The U.S. predicament in Iraq succumbs to the logic of a commitment trap: the client sees clearly that the Bush administration fears losing Iraq to Iran. As David Baldwin has reasoned, “Other things being equal, the greater the donor’s gain from the aid relationship, the more dependent he is on maintaining the relationship and the less able he is to make credible threats to forgo it.”
 Thomas Shelling has argued that an analogy exists “between a parent’s threats to a child and the threat that a wealthy paternalistic nation makes to the weak … government of a poor nation in, say, extending foreign aid and in demanding ‘sound’ economic policies or cooperative military policies in return.”

Throughout the Cold War, “realists” like John Foster Dulles and Henry Kissinger argued that it was essential to maintain commitment credibility on the world stage through steadfast support of client regimes, no matter how much their behavior diverged from our standards or interests. But the dictum “support any friend at any cost” actually weakens the U.S. as an agent of reform in client regimes. It weakens American credibility by allowing regime incumbents to pursue private agendas that threaten regime survival. The threat of cutting aid to recalcitrant friends must be added to America’s diplomatic arsenal. 

8. Divorce the Neocons from Their Market/Liberal Allies

The policies of the George W. Bush administration have revealed a hitherto unexposed conflict within American conservatism. Neoconservative advocates of massive regime change are usually clustered in the same think tanks (Hoover, the American Enterprise Institute, and the Heritage Foundation), which preach the virtues of decentralized coordination.
 Yet neoconservative doctrine diverges from the emphasis of classical liberalism on the emergence of order from the bottom up through self-organization brought about by the actions of countless of unsophisticated agents.
 

One hope of neoconservatives is that enlightened institutional transplants can lead to predictable wealth-enhancing changes. However, institutional transplants are sensitive to prior conditions that will determine whether a particular reform is stabilizing or destabilizing. Two sets of institutions that look entirely alike on paper—for example, the constitution of Nigeria and that of the U.S., or the civil service code of the Philippines and the Pendleton Act that governs U.S. civil service recruitment―yield different results in practice. It is unreasonable to assume that developing nations can adopt the same institutions from fully industrialized nations unless they (1) have started from similar initial conditions and (2) then develop institutions through a process similar to that followed by developed nations. The future state of a society depends on its earlier state. How can a grand strategy for promoting democracy and human rights abroad through top-down interventions be reconciled with the classical liberal belief that durable institutions must emerge from the collectively expressed will of the people they serve?

We must finally ask how Americans, who accept as a matter of faith that efforts at large-scale social engineering are doomed to failure, can believe they will spearhead democracy throughout the world using massive prescriptive interventions?

9. Market Liberalism Requires Informal and Formal Transformation 

During the 1950s, U.S. policy makers consistently emphasized the difficulty of linking economic growth with the goals of political and economic liberalism
 and suspended the latter goal. But since the fall of the Soviet bloc, finding the right strategy to transform political and economic institutions overseas is a top policy agenda of both parties. The operational challenge is to help governments gain the capacity through taxation to address social welfare arrangements currently mediated through informal channels. 

Formal institutions in many third world societies are burdened by the expectation that the individual has obligations to a large number of people. Such extended families and other social obligations intrude into business and professional decision making and are a form of social capital that has survival value in a difficult environment. Yet formal institutions encumbered by social bonds prevent highly capable people from putting the interests of the public, or of the enterprise they serve, before duty to a family member in need. 

The unequal patron-client relationship is another form of traditional social capital; it offers risk insurance to the weaker party against household calamities. But this relationship interferes with political development by making the vote of individual citizens beholden to the patronage system. A successful transition to full-fledged market democracy requires substituting abstract formal obligations for informal social capital. Whether they are advancing liberal political or economic policies, the advocates for global democracy have no theory about how to fairly allocate the social costs involved. Yet again, advocates have no metric that determines how quickly formal market or political institutions can be mobilized without causing disintegration of older informal norms. 

A noteworthy effort to synthesize market principles with informal practices has been attempted by Pakistan’s Devolution Trust for Community Empowerment, a UNDP-backed program. In this pilot project launched in the Punjab region, selected police precincts were asked to list all forms of remuneration, including those stemming from bribes and other informal fees. Once the entire sum was calculated, the precinct chief received a lump-sum payment equal to amount of income forgone—on the condition that his employees desist from further exactions. The chief then apportioned the funds among all stakeholders. The idea is to end redirect the incentives for individual officers into conformity with formal rules. The program covers the entire management hierarchy within a given precinct. 

A similar process using market incentives is needed to eliminate patron-client ties that pervade the newly emerging urban sectors and the entire agrarian sector of most developing societies. Market liberalism must address the co-dependency of market and non-market relationships with a comprehensive risk-mitigation settlement, shifting risk management from the informal to the public or market sphere. This can not be done without transparent, rule-bound systems of public finance. 

Markets for all kinds of risks make industrial societies socially cohesive.
 In theory, market liberalism gives individuals more opportunities to hedge against economic risks; but in practice this promise is complemented by public sources of risk mitigation, such as social security or worker’s compensation, which eliminate dependency on informal power-brokers. Transitioning societies rarely offer a universal or public source of risk mitigation. 

Growth measured in terms of GDP ignores the losses or gains to social capital that cannot be measured in monetary terms. Market liberalism assumes that these losses are secondary and can be paid for out of the surplus generated by growth―but what if the surplus is not allocated in a socially equitable fashion? Market reforms inevitably fail to gain broad support when the risks of added dependency of the losers are ignored. 

Liberalism, and with it the democratization of access to the market, will require replacing the broad, traditional range of risk-mitigating informal contracts and institutions. Without assigning a market value to the risk-mitigating effects of informal practices, social capital will be destroyed in the rush to build market capital. Yet most market-liberalizing policies are incomplete and emphasize protecting the interests of operators in the sectors most exposed to external investment. When the economically advantaged beneficiaries gain discretion over the disadvantaged, polarization increases and cohesiveness is weakened. Economic growth that exposes one sector of the population to greater risks will be contested politically or by passive non-compliance.

Informal-risk contacts pervade pre-modern societies, suggesting that informal customs of social reciprocity must be replaced, not simply eliminated. More trade and regional economic integration by itself will be insufficient to address the new risks of dependency that the rise of market/democracies inadvertently causes. High-speed growth is inevitably a cause of social bifurcation. Political development requires progress in altering the risk-management regimes of emerging societies so that the inevitable bifurcations do not cause system-wide destabilization.
10. Apply the Principles That Unify East Asia’s High-Performing Model of Development

Clearly some of America’s biggest foreign-policy disasters have occurred in East Asia; the collapse of the U.S.-backed nationalists in China, followed by wars in Vietnam and Korea. But the greatest foreign-policy successes also seem to be clustered there. Autocratic Singapore seems like a model of enlightened despotism, having already acquired first world status. South Korea and Taiwan are now both democracies and on the verge of acquiring first world status, and Thailand is not too far behind. Technology in the region is no longer mere replication; innovation is starting to drive productivity growth, and political decision making is becoming more democratic and decentralized. Yet East Asia’s powerhouse economies traveled most of the path to middle-income status as autocracies that enjoyed strong U.S. support. 

The region’s success seems to be the embodiment of theory we have tried to refute. Its vibrant economies prospered under dictatorships that eventually transitioned into full-fledged democracies. The countries seem to be Jean Kirkpatrick success stories that illustrate the wisdom of supporting pro-capitalist autocratic regimes. 

But there was an important difference between the path these nations pursued—growth with equity— and the model of market liberalism espoused by U.S. foreign policy especially after 1980. Examining that difference, we will learn something about the sequencing of socioeconomic and political change that is rarely apparent to U.S. policy makers. 

East Asia’s high-performing regimes put the knowledge of the entire society to work to help in national reconstruction. They did this by building capacity at the bottom and linking that capacity to the center in a rule-bound manner. The most important contributors to sustained growth were not in the forward-looking high-tech and engineering-intensive sectors, but in the backward and refractory agricultural sectors. Rural credit and banking, rural roads, rural markets, rural education, and basic health and sanitation made reconstruction a nationwide process.
 

The pooling of information among diverse social strata, and from one production sector and region to another, was facilitated by a large number of governance reforms that occurred before electoral democracy was introduced.
 The rules that governed resource allocation applied to even the most remote regions, making even the humblest human community a participant. An essential lesson of the East Asian model is that network properties essential to development emerge from a society’s micro-architecture.

Development is a process in which all members and sectors of society must possess basic endowments and skills, such as access to credit, in order to participate. Information must be shared among a great number of interacting elements. Even the humblest members of the population must be involved, as critical information moves in all possible directions. If one group is going nowhere, as in Pakistan or Iran, while others are on a high-speed superhighway, collisions causing social disorder will occur. Private actors will only contemplate short-range movements, investors will look elsewhere.

Relative to previous examples of economic history East Asia’s rise is notable for its rapidity. Japan industrialized four times faster than the U.S. and England, and twice as quickly as Germany; Korea’s rise was faster than that of Japan; and that the rise of China seems faster still. The answer to how these regimes shortened the time that it took to industrialize also resolves the puzzle of their relatively stable democratic transitions. Inclusive policies that made industrialization a broad-based reality strengthened the region’s democracy. The deeper lesson is that both economic and political growth originates in social complexity that builds on network effects from the bottom up. Devlopment requires a huge number of interacting elements that are system-wide and occurs when everything happens to everyone; Dynamic systems are those in which information moves symmetrically across the society. How did these regimes shorten the time that it took to industrialize? In East Asia, homogeneity and symmetry of behavior across social networks propelled the rapid equilibrium-breaking phase transition, which spread from economic to political goal setting. 

Asian countries have done more to reduce income disparities over time than any other region without increasing total government spending or social government spending.  Public goods interventions in primary health and education, expanding the scope of credit markets to enable the poor to acquire assets and securing property rights by giving the poor property rights where they exercised customary use rights.   Broad-based social endowments in education, life expectancy, public security, bureaucratic universalism, and accessible finance and nationwide banking explain why East Asia reduced income inequality while growing faster than other regions.
 Lower inequality improves investor’s perceptions of long-term risks.  Without these tools for improving the well-being of the poor security of contract enforcement can be a tool of disenfranchisement that, in the wrong institutional setting, can exacerbate long-standing inequality and ethnic bifurcation. Government spending, Latin-American style can not redress the distributional consequences of insufficient institutional capacity. 
 Does economic change drive political change, or does governance come before democracy?  This is the question we usually ask. The answer from East Asia seems to be that the same principles of social networking that stimulate the dynamic transformation of the economy will also stimulate transformation of the polity. The laws that govern democratic transitions may not be so very differ from those that govern economic transitions. 

The wider message from East Asia’s experience with high growth is that diverse social processes may share a unifying principle that is broader and more common than our thinking and our policies, which assume separate political and economic realms. Different social processes, such as the economy and the polity, may share a common cause or driver. The common mechanism that links macroscopic outcomes, such as the order of political, social, and economic systems, must be traced to a more encompassing level of analysis; as systems of complex behavior, they may share a common microscopic foundation.

Finally we must recognize the external environment in which East Asia polities thrived. Four exogenous variables played a critical role in the rise of East Asia: (1) the legacy of Japanese imperialism; (2) the security provided by U.S. regional hegemony, which reduced the likelihood of regional wars; (3) access to the U.S. consumers; and (4) the revolution constraint posed by the threat of Chinese-style peasant insurgency. All these combined produced the dynamic outcome that has yet to be replicated anywhere in the developing world during this period of global U.S. domination.

11. Growth that Alters Social Status Can Be Rejected 

 When growth changes the relative prosperity of rival groups, it can unleash conflicts over social dominance. One group may prefer a poorly performing economy rather than see rivals gain advantage. Fears of relative deprivation will motivate opposition to market-building activities and can matter as much as increases in absolute prosperity. 

Growth that alters social status can bring disorder, and growth that inspires ethnocentric polarization is particularly threatening. The resentment of wealthy Chinese minorities in Southeast Asia, vividly depicted by Amy Chua, is one example of such dangers.
  Such conflicts resemble an “ultimatum game”.  The game has been played with remarkably consistent results in diverse cultural settings.  Most people will reject offers that are perceived as unfair even if it means rejecting a sure financial gain and they are even willing to give up resources to punish it.  The outcome confirms that people care not only about what they gain and lose but they notice the results for other people which is why rapid westernization programs like that launched by the shah of Iran risk violent rejection.
The dangers of alliance-driven growth and the resulting polarization have emerged prominently in the reconstruction of Afghanistan. The inability to deliver developmental services or economic opportunity to the rural regions contrasts sharply with the inflated salaries from donor-sponsored projects that employ English-speaking actors in select sectors of the urban economy. Glaring gaps in well-being and access to basic services within the rural population and among traditional merchants and crafts people exacerbate existing divisions and provoke hostility to “westernizers.” The resulting social polarization undermines military efforts to pacify the population and instead nourishes a growing Taliban-based insurgency. 

Francois Bizot, a French ethnologist, observing the rise of the Khmer Rouge in Cambodia of 1971, wrote about the cultural consequences that occurred when massive U.S. aid disrupted an “age-old way of life”:

Unfortunately, the arrival of the Americans did nothing but arouse greed and feed corruption. The new employee heard himself called “brother” and, with a great slap on the back, received a sum of dollars equivalent to what an American in the United States would have earned for the same work, ten to twenty times the salary of a local provincial governor. With wages like this, clerks, laborers and artisans hurriedly gave up their jobs and beat a path to the American Embassy. … 

The distortions to all local sense of proportion and status made the recipients into subjects of resentment by their own people―but an even more corrosive effect resulted when terms of the agreement with the American contractors could not be fulfilled:

Believing sincerely in the brotherhood of man, the employer demanded in return American-style efficiency, which few Khmers could deliver. The relationship of the hierarchy with its employees then deteriorated quickly, creating strain and humiliation and forever dashing the extraordinary hopes of trust and friendship that everyone had nurtured. These circumstances soon led to duplicity and a total absence of mutual respect at every level, creating a climate of bitterness and irreparable suspicion.
 

Paternalism turned into mutual animosity that intensified as the leadership’s dependence upon American aid and support increased. What Bizot observed about social dislocation in Cambodia as it fell into “total dependence on American aid”
 was observed in South Vietnam, in Iran under the Shah, and in Pakistan under Pervez Musharraf, causing irreparable damage to the incumbent’s credibility.

Let us stop handing over, through naivety and ignorance of the milieu in which we intervene, the slogans that will bring victory to those who seek to destroy us. Preventing donor-induced wealth disparities from undermining durable market-friendly environments requires improved cooperation between military and development efforts and, most of all, the creation of multilateral frameworks so that if polarization results, it does not carry the signature of Uncle Sam. When the struggle of a revolutionary movement against its own tyrants becomes a struggle against American imperialism, the outcome is tragedy for all sides. 

12. Prepare for the Global Power Transition

In this period of power transition, the United States still has the opportunity to be instrumental in making changes that will secure the institutional arrangements for global security.
 To redefine our relationship with the developing world, we must redefine the intellectual foundations of American foreign policy.

Earlier chapters revealed that it is essential to generate metaphors and archetypes that capture current policy dilemmas in order to increase public understanding of foreign policy. Central to the metaphors consistently adopted thus far is the notion that Americans have control over global processes. It is comforting to believe that with the proper leadership we have the tools to affect outcomes beyond our borders. Yet we are part of the history that we create. Even if we are more powerful than friends or foes, we act often without knowing how others will react. Even our most astute statesmen have insufficient foresight to predict the web of interactions between multiple agents that will define the future. 

Despite a preponderance of force in our favor, eliminating Cold War rivals made us a target for international terrorism. Many unforeseen risks have arisen as a result of America’s post-Cold War polarity, as issues such as non-proliferation become uniquely U.S. burdens. The Internet and other tools that make global economics easier to manage are exploited by criminals and extremists. Polarity did not produce a simple, inert outcome of U.S. global dominance; rather it produced complex responses and unanticipated opportunities for allies and adversaries alike, all based on heterogeneity, adaptation capabilities, externalities, and different learning rules that ensured continuous bifurcations within emerging systems. Our actions in one arena are the building blocks for responses in another environment shaped by the constant play of competition and cooperation among multiple actors. A tendency to see ourselves and the Third World as something different, casting ourselves as the history makers, ignores that fact that we are but one part of the system that will change us. Strength does not insulate us from co-evolutionary change and feedback from other actors.

This awareness should not lead us toward passivity. In a dynamic and changing world, we are a part of larger change processes, but we do not proclaim that history should take a blind course.
 Just as the frog’s fitness depends as much upon the genetic code of the fly, the evolution of a single species is a futile exercise since the collective health of the system will determine its fate. Accepting the constraints of growing interconnectedness does not refute the importance of allowing our moral compass and our values to give meaning and shape to the future. 

U.S. foreign policy must be an instrument by which we can seize control over our future in an indifferent and often hostile world. If we do not set the goals for the kind of world we want to live in, someone else will set them for us. The purpose of our foreign policy must always be to ensure that the fate of America is to be determined collectively, by what Americans choose. Foreign policy is our moral commitment to our own survival; it is a blueprint for informing our foreign relations with purposefulness that comes from the values that define our nationhood.

Just as we understand that we must take control over our fate, so we must help our allies to do the same. Just as we seek power over the future for ourselves, so we must grant it to others. Our most enduring contribution to the well-being of our allies will be to allow education to provide the motivation for cooperation. When we raise the flag, it must be to signal our idealism, not our greed. Does our current foreign policy perform this role? Supporting tyrants for our own short-term gain, we lose our sense of purposefulness. 

As the traditional goal of achieving dominance in the world economy becomes obsolete, perhaps the greatest risk America faces is this: As other nations specialize to reduce their exposure to the increasingly complex global marketplace, the U.S. will find itself without a niche. It will try to address all possible realities, and it will incorrectly assume that its institutions are suited to addressing them all. No final or definitive form of society exists that optimizes human potential; the possibilities are too great for one group to ever fully imagine or control. While other nations adapt decision-making strategies designed to accomplish particular tasks of specific relevance to the emerging global economy, the United States may find itself unable to identify those tasks for which its talents as a nation are best suited. 


We are the minority in a world that was not built for our own special benefit. Our current preeminent role results partly from accidents and the suicidal conflicts between our industrial and colonial predecessors. Our relative decline is unavoidable. We have no way to overcome the constraint of being in the minority, and unless we work toward a larger unity, we may, like many minorities before us, face the risk of isolation. We must also consider that we will cease to occupy a central position on the playing field if the field itself ceases to exist, and we must learn to cooperate with our competitors to attain objectives beyond our own capacity. The greatest opportunity the U.S. enjoys today is the possibility of shaping a future in which it will not enjoy the privilege of preeminence.
� Kennedy (1960: vii and ix).


� N. Gilman, 2003. 


� Fighting the Cold War required inculcating norms for continued social and personal sacrifices, coming on the heels of an entire decade of hardship and separation caused by war. We constructed a cultural space insolated from random currents that might trigger new cultural and ideological recombination and selection.  The imperative of consistency was needed to protect America’s once-open intellectual heritage from any challenges to the central claims of containment. Evidence to the contrary was abandoned as not critical to the central hypothesis about the dangers of international communism. Once-institutionalized hypotheses central to the conceptual web of containment became irrefutable. Cultural investments are made in the model, heroes and villains are named, and sacrifices made by our ancestors are memorialized as we learn to attribute our security to their efforts.  Then just as we are ready to declare victory, jihads against the U.S. surfaced in countries considered to be bastions of pro-U.S. sentiment, stable pillars of our alliance system. This surprising outcome is difficult to reconcile with the myths and construction techniques of the earlier hypothesis that has become a culture.  





� Bueno de Mesquita, 2000: 404-8.


� In contrast to democratic regimes autocrats attempt to keep their supporting coalitions as small as possible so that rents from collaboration need not be broadly distributed.  An example is the takeover of many privately owned firms and the expansion of state ownership during the U.S.-backed Marcos regime in the Philippines. When democracy was reestablished in the Philippines mechanisms to prevent the misuse of government funds were not established.  


� Bueno de Mesquita and Root, 2000.


� Unfortunately the rebels that challenge long-standing autocratic rulers may not necessarily seek to expand the size of the winning coalition but to seize control of the state.


� In longstanding autocratic regimes generally the leadership and not the people capture most of the gains the alliance provides. 


� In this regard, the curse resembles the better-known resource curse sometimes referred to as the Dutch Disease. Sachs and Warner, 1995 and 2001: Sala-i-Martin and Subramanian, 2003; The Economist, 1977.  The original formulation of the resource curse focused on economic consequences of resource exports causing the country’s currency to rise in value against other currencies crowding out non-resource export activities. Michael L. Ross found that between 1971and 1997 reliance on mineral wealth eroded democratic tendencies in a sample of 113 states (2001).  This discovery that resource rents are likely to induce autocracy has expanded the scope of discussions of the resource curse to include questions of governance. See also Ross, 1999 and Richard Auty, 1993 on how mineral wealth stunts political development.     


� Cohen and Chollet, 2007: 7 – 19.


� The return on investment is impaired by projects that yield an inflated rate of return to the beneficiaries who are generally regime loyalists.  White elephants and cost overruns are among the commonplace reasons the resource surplus is not translated into sustained increases in income.    


� David Baldwin has written, “Other things being equal, the stronger the donor’s interest in creating an asymmetrical dependency relationship, the harder it is to do, since it is precisely the strength of the donor’s interest that creates his own dependency and thereby tends to equalize the dependency relationship.” (Baldwin 1985: 308).


� Center for Defense Information, September 26, 2007.  The 25 were selected if there was a policy statement identifying the country as a participant in the anti-terrorist coalition, if the country was in close proximity to terrorist sites or if it had engaged in a quid pro quo exchange of compliance for arms.  In 2006 the State Department listed 28 countries that had joined the coalition of the willing.  


� Sudan receives IMET Funding. 


� World Security Institute, Press Release, Sept 6, 2007.  


� Many Iraqi’s have cautioned the U.S. that the police and paramilitary being trained today will turn against the U.S. tomorrow.  200,00 weapons are reported by the GAO to be unaccounted for.  Weapons have already landed in the hands of insurgents and criminals yet 2 billion dollars more are on their way. 


� Exacting laws processes and procedures were set up to notify congress about arms security.


� The new accounts are under Defense Department Funds.


� Congressional Research Services “Conventional Arms Transfers to Developing Nations, 1999-2006.” Between 2003-2006, the United States and Russia dominated arms sales to the developing world, the U.S. ranked first for 3 out of 4 years, Russia second for 3 out of these same four years. From 2003-2006, U.S transfer agreements with developing nations totaled $34.1 billion in constant 2006 dollars, 32.4% of all such agreements. Russia’s total was $25.8 billion or 24.5%.


� I.M. Destler, 89-107.Destler argues that the Clinton administration was far more interested in economic  than  strategic issues.


� Hook, 2005: 12-15. The massive level of aid that was supplied to industrial allies in Europe had no equivalent in the Third World, where aid flows were much smaller as a percentage of the recipient nations’ GDP. 


� Edwards et al. 2000: 645.


� The military strategies that prevented the Soviet Union from spreading can be considered separate from the reasons for its eventual decline. 


� Spulber, N. 1997 and 2003.


� Page and  Bouton: 2006; Holsti: 1998; Rielly: 1995.


� With its feudalistic traditions repressed by socialism, Vietnam’s population has been inculcated with the belief that the path to education and self-betterment is open to everyone. Enthusiasm for economic betterment has spread through the population, which provides strong support for the government to open the economy; in 2007 two-way trade surpassed 160 percent of GDP, four times higher than India and twice the ratio of China. Reformers inside the party have started to make demands for pluralism that are as strong as the demands being made from the outside. The Philippines, by contrast, still struggles to implement economic reforms while its middle class dwindles.  


� Westad: 380–1. Opposition was growing within the Soviet Union due to the rising costs of an interventionist foreign policy that added pressure to a stagnating economy.


� Westad: 381.


� Westad: 383.


� Westad: 387.


� N. Gilman, 2003. 


� Micklethwait and Wooldridge, 2004: 295-300, 303-308. These two authors attribute differences between Europe and the U.S. on matters of diplomacy and security to American exceptionalism. Two cataclysmic events – the end of the Cold War and September 11 – were catalysts that triggered already existing exceptional tendency. Americans are traditionally keen on limiting the size of the state and are relatively indifferent to inequality. Both of these characteristics influence the U.S. views on development policy. Americans tend to be optimistic about their own chances for social mobility and repudiate class warfare.


� Alice H. Amsden, 2007: 127-137. In a Chapter called “America’s Fatwas”, Amsden writes that during the 1980s, U.S. developmental policy went from permissive to ideological, imposing a rigid and inappropriate limits to intellectual inquiry and policy advice.


� Holland, 1995 and 1998. 


� Japanese still dream of a democracy based on policy competition and rather than subsidies and cronies. The coherence and predictability of policy have been largely driven by the bureaucracy, but transparency to voters remains weak.


� South Korea and Japan did not have to confront the possibility of internal ethnocentric polarization aggressively, but that possibility did exist in Malaysia, Singapore, Indonesia, Thailand, and Taiwan.


� Wiegersma, N. and J. E. Medley, 2000. 


� Campos and Root, 1996. Many of the region’s state-led growth policies were out of sync with guidelines for development popular among U.S. advisers during the 1980s. 


� S. Hook, 2005: 381–3. Hook points out that the Universal Declaration of Human Rights adopted by the United Nations in 1948 incorporates social and economic rights into its definition of human rights, whereas the United States adheres to a more narrowly defined notion of political liberty and civil rights.


� Root, 2006: 221–245.


� D. Satter, 2003.


� Wintrobe offers a systematic theory of the difference between tyrannies and totalitarians illustrating how the right policy varies according to a dictatorship’s type. For example, sanctions reduce repression in totalitarian regimes but increase it in tin-pot regimes. He concludes that the right policy is not always obvious, even if the U.S. pursues idealistic objectives, such as reducing repression (Wintrobe, 2005).


� “In autocracies, leaders do not have to satisfy a majority; they have more latitude to do what they want with the economic surplus they control. …In fact, the variance in economic growth rates between autocracies is about twice what it is for democracies.” (Bueno de Mesquita and Root, 2000: 6). 
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