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Special Issue:
Crisis of the Old Order

About This Issue
By The Editors

W hen Arthur Schlesinger Jr. 
published the first volume 

of his Age of Roosevelt series 
in 1957, he titled it The Crisis of the Old 
Order. He devoted a considerable portion of 
the book to a description of that Old Order 
in crisis, including chapters with such titles 
as: “The Politics of Frustration,” “Protest on 
the Countryside,” “The Stirrings of Labor,” 
“The Struggle for Public Power” and “The 
Revolt of the Intellectuals.” Together, they 
rendered a portrait of a domestic status 
quo under severe challenge. That status quo 
could not hold, and thus did a new order 
emerge in American politics based on a far 
greater concentration of power in the fed-
eral government than the country had ever 
before seriously contemplated.

Schlesinger did not complete his 
multivolume fdr project, but had he done 
so, he also would have probed the global 
status quo under a similar severe strain. 
The Old Order—based on Europe’s global 
preeminence, British naval superiority 
and financial dominance, and a balance of 
military force on the European continent—
had been destroyed with World War I, and 
no new structure of stability had emerged 
to replace it. The result was a period of 
flux culminating in World War II, which 
yielded a new order based on America’s 
global military reach, the strength of the 
dollar, and a balance of power between the 

U.S.-led West and an expansionist Soviet 
Union positioned in the ashes of war to 
threaten Western Europe. 

Franklin Roosevelt, one of the most 
powerful figures in his country’s history, 
essentially remade the American political 
structure. And then he remade the world. 
The result was a new order of relative 
stability, Western prosperity and global 
development. It has been called Pax 
Americana, and it lasted nearly seventy 
years. 

Now the new order that Roosevelt created 
is the Old Order, and it is in crisis, much 
as the Old Order at the time of fdr’s 
emergence was in crisis. The status quo, like 
the status quo in Roosevelt’s time, cannot 
hold. We are living in a time of transition. 

Domestically, Roosevelt’s concentration 
of power in Washington has yielded over 
time a collection of elites that has restrained 
the body politic in tethers of favoritism 
and self-serving maneuver. Wall Street 
has captured the government’s levers of 
financial decision making. Public-employee 
unions utilize their power to capture 
greater and greater shares of the public fisc. 
Corporations foster tax-code provisions 
that allow them to game the system. 
“Crony capitalism” is endemic. Members 
of Congress tilt the political system to 
favor incumbency. A national-debt burden 
threatens the country’s financial health. And 
American citizens have become increasingly 
frustrated and angry. 

The postwar global system also is under 
serious strain. America is still the world’s 
preeminent power and will remain so for 
a considerable time. But the era when 



The National Interest6 Special Issue

the world generally accepted American 
dominance is coming to an end. Challenges 
to U.S. preeminence are emerging from a 
host of quarters, and they will gather force 
in coming years and decades. The rise of 
China is the most obvious development 
signaling this new era, and prospects for 
tensions between Beijing and Washington 
are on the rise. But other regional 
powers are stirring in various areas of the 
globe—Turkey, Brazil, Russia and India. 
Meanwhile, the Middle East has taken a 
bold new direction that almost inevitably 
will render it less receptive to American 
blandishments and inf luence.  And 
Europe faces perhaps its most harrowing 
challenge of the postwar era. With the euro 
threatened by debt problems and tensions 
mounting between northern European 
nations and their southern counterparts, 
some ana ly s t s  wonder  about  the 
sustainability of the European Union itself.

The ramifications of these developments 
are huge. And herewith The National 
Intere s t  sets  out  to explore  those 
ramifications in this special issue, which 
is based on a central insight: whenever 
the status quo in any polity or setting 
comes under strain, the first reaction of 
many is to cling to that status quo, to 
protect it from the pressures and forces 
that seem threatening to what we know. 
In politics and in foreign policy, this 
is not a wise approach. Far better to 
face the changes converging upon the 

body politic or the global stage, to parse 
them for understanding and to fashion 
decision making aimed at crafting a new 
replacement order of the future. 

It is in that spirit that we offer the 
following articles probing the profound 
changes under way in the American 
political structure, the global power 
structure and the global financial structure. 
We offer also regional spotlight pieces on 
Europe, East Asia and the Middle East, all 
of which are in the throes of fundamental 
change. The emergence of ambitious 
regional  powers—what author and 
geopolitical analyst Parag Khanna calls the 
“Second World”—also is explored. Finally, 
we asked Brent Scowcroft, the national-
security adviser under presidents Gerald 
Ford and George H. W. Bush and a 
formidable analyst of global affairs, to offer 
some ruminations on what he calls a “world 
in transformation.”

Our contributors were enjoined not just 
to linger over current developments but also 
to provide historical backgrounders to those 
developments. Only through a historical 
perspective can we fully understand the 
profound developments of our time and 
glean, perhaps only dimly, where they are 
taking us. 

One thing is clear: they are taking us 
into a new era. The only question is how 
much disruption, chaos and bloodshed will 
attend the transition from the Old Order to 
whatever emerges to replace it. n
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T his special issue of The National 
Interest is particularly timely be-
cause we are living in a world that 

we know and that has shaped our thinking, 
but that world is in a process of transforma-
tion. We are struggling with institutions 
and practices of an Old World when that 
Old World is fading. This issue explores this 
global transformation, and I commend to 
you the articles contained here under the 
rubric of the “Crisis of the Old Order.”

I would like to share some of my own 
thoughts on this global transformation. 
When the Cold War ended during the 
presidency of George H. W. Bush, I was 
serving as the president’s national-security 
adviser. I thought at the time that the end 
of the Cold War marked the end of a period 
of history, one that began with the outbreak 
of World War I in 1914. The European 
system that had dominated the world for so 
long was washed away.

What followed that war was a period 
of instability and the rise of challenges to 
traditional societal organizations in the 
forms of fascism and communism. These 
ideologies took serious root in Germany, 
Italy and the Soviet Union. The United 
States soon realized it had to step up to the 
challenges posed by these threats to our 

concept of democracy. After World War II, 
America restored a balance of power in the 
early nuclear age, one that saved Western 
Europe from the Soviet threat and brought 
a measure of peace and stability to the 
world.

When that system crumbled with the 
end of the Soviet Union and its empire, 
we in the Bush administration may have 
realized the end of the Cold War marked 
the end of a period of history, but we 
did not completely visualize what the 
emerging new era would look like. We 
sought to help Europe fashion itself into 
a more congenial, unified system. When 
Saddam Hussein invaded Kuwait, we were 
determined to reverse that aggression, 
consciously seeking to do it in a way that 
would help establish new international 
rules dealing with conflict in this post–
Cold War world. President Bush spoke of a 
“new world order.” And it was true that we 
in the administration knew the situation 
called for some kind of new global vision. 
But we were essentially feeling our way 
in the dark. We sought to empower the 
un Security Council’s operations in the 
manner its founders had visualized and 
to organize an international coalition of 
forces to implement Security Council 
resolutions. 

Then something truly fundamental 
became apparent, and it deeply affected 
the whole system. I refer to globalization, 
the inexorable convergence of markets, 
nation-states, peoples, technologies and 

Brent Scowcroft is the president and founder 
of the Scowcroft Group. He served as national-
security adviser to presidents Gerald Ford and 
George H. W. Bush. He is a member of The 
National Interest’s Advisory Council.

A World in Transformation

By Brent Scowcroft
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forms of communication across national 
borders. It actually began during the Cold 
War but was slowed by that divided world. 
This is a significant force, working at base 
to undermine the old Westphalian state 
system that for so long dominated most 
of world thinking—particularly Western 
thinking. That venerable system was based 
on the concept of the sovereignty of the 
nation-state, territoriality and freedom of 
nation-states from internal interference by 
other nations. This concept—underpinned 
by industrial ization, which greatly 
strengthened the power of the state itself—
was embraced over centuries by nearly all 
nations, a notable exception being China. 
It spawned the nationalism that flowered 
particularly in the nineteenth and twentieth 
centuries. 

Whereas industrialization strengthened 
the power of the state, globalization erodes 
national boundaries. More and more, 
things that need to be done in the world 
can only be done across national borders 
through cooperation between and among 
nations. The world is now operating 
under an uneasy mixture of the traditional 
Westphalian system and this new, globalized 
model intent on pushing things in a 
different direction. 

Take as an example the financial crisis 
of 2008. The crisis demonstrated that we 
had a single worldwide financial system 
in which a crisis in one area could quickly 
spread throughout the world. But the world 
clearly had no single global way to deal 
with that crisis. This was far different even 
from the end of World War II, when a 
preeminent nation—the United States—

could lead the free world in crafting 
a unified system for dealing with global 
economic problems. The result was the 
Bretton Woods agreement, establishing 
a system of monetary- and economic-
policy management among nations so the 
industrial world could have rules governing 
commercial and financial relations. The 
postwar leaders set up the International 
Monetary Fund, the World Bank, and the 
General Agreement on Tariffs and Trade to 
develop rules of the road. The new G-20 is 
but a pale reflection of that once-brilliant 
institution building. 

Those of us who studied world politics 
long ago in graduate school recall that 
nearly every textbook had a chapter 
entitled something like, “The Elements of 
National Power.” And we went through 
those elements one at a time. But power 
is different now. In fact, the very nature 
of power is being transformed. It is not 
based to the same extent on how many 
people are under arms or the strength of 
the national economy but instead on more 
subtle attributes and levers of influence. 
Partly as a result, it is increasingly doubtful 
there will be in the foreseeable future the 
kinds of great-power conflicts we have seen 
in our lifetimes. 

In many respects ,  we l ive  in  a 
messier world. Consider the impact 
of communications on people and 
institutions. Throughout much of history, 
most of the world’s people believed they 
would live much like their parents and that 
their children would live much like they 
did. That was simply the inevitable order of 
the world. That has changed dramatically 

Once, we were viewed as trying to do what was best for everybody; 
now, we are seen as being preoccupied with our own interests. We 

have appeared to be seeking to dominate rather than to lead.
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with the Internet, smartphones and social 
media. Politically active citizens worldwide 
now believe they can change things—and 
they do. An example is the Arab Spring. 

And with globalized communications 
flowing rapidly around the world without 
checks or filters, readers may have difficulty 
verifying what they read. Bloggers have 
few restraints on what they can say or do. 
Discriminating between fact and opinion is 
more challenging. 

How do we reconcile globalization and 
the Westphalian state system? Perhaps some 
refinements in the un system—built for a 
world which was significantly different—
could bring nation-states together in such a 
manner that they can cooperate in dealing 
with international problems such as global 
warming, health care, global commerce and 
more. But in the meantime, the world is in 
a state of drift, transition or even increasing 
chaos.

Since the end of World War II, the 
United States has been the country that 
could take the lead in moving the world 
from drift to transition and perhaps 
even to a new global order. The shining 
example is the immediate post–World 
War II period. But America is not as well 
positioned to do that now. The 9/11 attacks 
were a watershed experience for us. They 
were a wake-up call that jolted us from 
the relative calm of the 1990s, when the 

country basked in the notion that it did not 
have to think much about foreign policy. 
Afterward, it became clear that we had to 
think a great deal about foreign policy. 

That led to an anomalous decade that has 
changed how we think about the world and 
altered our image in the world. Once, we 
were viewed as trying to do what was best 
for everybody; now, we are seen as being 
preoccupied with our own narrow interests. 
We have appeared sometimes to be seeking 
to dominate rather than to lead. As a result, 
it is not as easy as it used to be to get nations 
to mobilize in the same direction. And that 
retards our ability to navigate through this 
time of chaos and transition. 

I still believe America remains the 
only country that can provide this kind 
of leadership. My hope is we will see the 
emergence of a gradual understanding 
that groups must work in concert, not 
competition, for the greater good. I suspect 
we will see a gradual erosion of attitudes 
committed to the total independence of 
the nation-state and its responsibilities. 
In addition, there is a growing acceptance 
of the need to work together in a world 
in which other forces are superseding the 
era of nationalism to some extent. Then 
perhaps a true new world order will emerge. 
But I am loath to put this into the form of a 
prognostication. I just hope it isn’t merely a 
case of wishful thinking. n
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W hen U.S. lawmakers returned 
to Washington in December 

1849 for the Thirty-First Con-
gress, they knew they faced a raucous ses-
sion. As Washington’s Democratic news-
paper, the Daily Union, editorialized, “A 
crisis in our affairs is rapidly approaching, 
and great events are near at hand.” But 
the members could not foresee the magni-
tude of legislative dysfunction. The crisis 
emerged when the House couldn’t muster 
a majority to elect a Speaker. Without a 
Speaker, the chamber couldn’t organize, 
and committees couldn’t meet. Without a 
functioning House, the Senate couldn’t do 
business either. President Zachary Taylor 
couldn’t send up his annual message and set 
a national agenda. Congress couldn’t appro-
priate money. The government froze. 

By the thirteenth ballot, some suggested 
the chamber should abandon the majority-
vote principle and allow a plurality winner. 
But there was no majority for that idea 
either. The nation was hopelessly split over 
a controversy widely seen as a defining 
national issue—whether slavery would be 
allowed in the southwestern territories that 
had been acquired through the Mexican 
War. Both Democrats and Whigs were split 
along sectional lines, and the upstart Free-

Soilers—vehemently opposed to slavery 
extension—held the balance of power. But 
the stiff-necked Free-Soilers refused to put 
any of the major Speaker candidates over 
the top. 

“This is a fearful state of things, and may 
be the beginning of sorrows for our happy 
country,” wrote the St. Louis Democrat in an 
editorial cry from the heart that was shared 
by millions of Americans. Soon House 
members were hurling political epithets at 
each other. Southerners threatened to leave 
the Union; Northerners dared them to go 
ahead. 

The deadlock continued for three weeks 
and was broken, on the sixty-third ballot, 
only after weary lawmakers finally accepted 
a plurality-vote solution. “The long agony,” 
wrote the Union, “is over.” 

But it wasn’t over. The agony was just 
beginning, as the slavery issue continued 
to roil the nation until the deadlock was 
finally broken, starting with the 1860 
presidential election. Then came war, 
realignment of the party system (with those 
Free-Soilers now dominating the nation 
as Republicans), a solution to the slavery 
issue and an opportunity for America to 
once again move forward. The historical 
lesson is stark: when America is deadlocked 
over an issue widely seen on both sides as 
defining the nation, politics turn ugly and 
governmental dysfunction sets in. 

We are living in such a time. Although 
the defining issues are less explicit and 
not so clearly tied to moral sensibilities, 

Robert W. Merry is editor of The National Interest 
and the author of books on American history 
and foreign policy. His next book, on the U.S. 
presidency, is due out from Simon & Schuster on 
June 26.

America’s Civic Deadlock 
and the Politics of Crisis

By Robert W. Merry
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the country is deadlocked. Congress can’t 
function, and nobody remembers a political 
climate as rancorous as the current one. As 
U.S. Representative Paul Ryan, a Wisconsin 
Republican, puts it, “It is rare in American 
politics to arrive at a moment in which the 
debate revolves around the fundamental 
nature of American democracy and the 
social contract. But that is where we are.”

What’s more, a reality is seeping into the 
national consciousness that the political 
battles of our time aren’t going to just fade 
away. They will have to be resolved one 
way or another. That means we are living 
through a time of transition; we are living 
through a crisis of the Old Order. It is in 
large measure a crisis of conflict between 
entrenched powers and their 
constituent groups on one 
hand and ordinary Americans 
on the other. Increasingly, 
Americans who lack access to 
special favors feel the elites, 
and the big institutions they 
dominate, have hijacked the 
American system for their own 
exploitation. Whether the target 
is Wall Street’s big finance, 
Washington’s big government, 
big corporations throughout the 
country, big labor representing 
increasingly well-off public 
employees, or self-aggrandizing 
state and local governments, the 
issue is bureaucratic bigness and 
special favors acquired through 
bigness. 

This sentiment is seen equally in the 
right-wing Tea Party movement and the 
left-wing Occupy movement. But the 
elites and their allies know how to fight 
back, as evidenced by Wall Street’s ability 
to avoid paying a price for its follies 
leading to the Great Recession; by public-
employee unions fending off efforts to clip 
their wings; by the federal workforce and 

federal pay growing in a time of economic 
stagnation; and by the ongoing sway of 
bureaucracies throughout the land. 

Thus, while the debate may be only 
vaguely defined, it is powerfully joined. As 
New York Times writer Matt Bai puts it, the 
new populism is no longer about struggling 
workers versus corporate masters, as in the 
industrial era. Now, he says, “It is about 
the individual versus the institution—not 
only business, but also government and 
large media and elite universities, too.” 
He should have included Wall Street and 
public-employee unions. 

The fundamental reality of American 
governance is that the country’s prevailing 
political consensus, in force for eighty 

years, can’t adequately address the nation’s 
problems, particularly the looming financial 
crisis that threatens the foundation of U.S. 
democracy. Americans increasingly feel that  
the elites who pushed the country toward 
that crisis now are thwarting all solutions. 
Another harsh reality is that Americans 
don’t want to relinquish what government 
has bestowed upon them over the past 
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half century, even though the government 
soon won’t be able to afford that ongoing 
distribution of largesse.

A catalogue of elites fighting back illumi-
nates the fault lines of today’s spasmod-

ic politics. Consider Wall Street and the big 
banks, abundantly complicit in fostering 
the real-estate bubble that gave us the finan-
cial crisis of 2008–2009. As the financial 
meltdown emerged, one significant body of 
thought held that a true recovery couldn’t 
commence until the housing market could 
“clear,” meaning real-estate prices had to 
reach bottom so consumers would know 
that an organic recovery could begin. That 
didn’t happen. Instead, Wall Street elites 
applied political muscle to coax the federal 
government and the Federal Reserve into 
providing bailouts, stimulus packages and 
other financial props—all in the name of 
helping mortgage holders when in fact the 
real beneficiaries were the big banks. Thus, 
instead of using federal resources to remove 
toxic assets from the banks’ balance sheets 
(which would have necessitated a restruc-
turing of the banks and upended a few 
lofty careers), the government used those re-
sources to buoy bank stock prices. Arguably, 
this has contributed to the country’s current 
languid recovery.

The banks benefited additionally from 
the Fed’s lingering policy of near-zero 
interest rates. That practically guaranteed 
huge profits as the banks borrowed from 
the Fed’s discount window for next to 
nothing in order to buy much higher-
yielding government paper (with no need 
to add to their reserves, as they would have 
had to do with big private-sector loans). 
Meanwhile, ordinary Americans—“the 
humble members of society,” as Andrew 
Jackson called them—saw their money-
market funds and other fixed-income 
investments plummet. As f inancial 
consultant David Smick has suggested, 

this may represent “the greatest transfer 
of middle-class and elderly wealth to 
elite financial interests in the history of 
mankind.” It isn’t surprising that all this 
helped spawn the Occupy movement in 
cities across America; the surprise is that the 
protests were so mild. 

Consider next the shift in wealth and 
power represented by the increasing size 
and scope of government. Since 1946, 
the number of state and local government 
employees has increased from 3.3 million 
to 19.8 million, according to newsletter 
analyst Michael Hodges, using Bureau 
of Labor Statistics numbers. That’s a 
492 percent increase in a nation whose 
population grew by 115 percent over the 
same period. In 1947, he adds, national 
income was divided along these lines: 78 
percent to the private sector, 16 percent 
to the federal-government sector, and 6 
percent to state and local governments. 
Now, the percentages are 54 percent 
private, 28 percent federal government, and 
18 percent state and local governments. 
With growing governments and more 
public employees, a major shift in the 
nation’s distribution of political power was 
inevitable. 

In using this power to enhance their 
economic standing, these forces have helped 
push the country into a debt spiral that 
threatens financial disaster. As best-selling 
author Michael Lewis pointed out in Vanity 
Fair, during the boom years from 2002–
2008, states increased their spending by 
two-thirds while their level of indebtedness 
almost doubled. With government pension 
programs getting bigger and bigger, 
states allowed their pension plans to get 
increasingly underfunded—even as they 
piled up other future liabilities. The result 
is unfunded liabilities amounting to 
between $1.5 trillion and $3 trillion. To 
compensate, states then began investing 
their pension funds in riskier assets. In 
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1980, some 23 percent of state pension 
money was invested in the stock market, 
with the rest in safer fixed-income accounts; 
by 2008, that number had increased to 
60 percent. Further, in projecting future 
liability, governmental pension funds 
blithely assumed they could earn 8 percent 
on their investments at a time when interest 
rates were being held to near zero. The 
result: more and more inadequately funded 
pension programs. Writes Lewis: “Toss in 
underfunded health-care plans, a reduction 
in federal dollars available to the states, and 
the depression in tax revenues caused by 
a soft economy, and you were looking at 
multi-trillion-dollar holes” that will require 
massive spending cutbacks or default—or 
both. He quoted one expert as predicting 
the states will push these liabilities down to 
the municipal level, where default prospects 
are growing ominously.

How has this happened? In part, it’s 
because public-employee unions have 
managed to make these benefits so large 
that some states simply can’t afford them. 
Note that public-employee unions have a 
form of leverage that no other union has: 
they can fire their bosses. Dues money 
represents political power and can be used 
to campaign against politicians deemed 
insufficiently solicitous of public employees’ 
interests. At contract time, this translates 
into bargaining clout that yields big benefit 
packages. 

California, for example, has a “3 percent-
at-fifty” retirement policy, whereby at age 
fifty many categories of state employees are 
eligible for 3 percent of their final year’s 
pay multiplied by their number of years 

of employment. Thus, an employee who 
began work at age twenty can retire at 
fifty with 90 percent of his last year’s pay. 
Consider the financial liability this entails 
as more and more early retirees jam this 
money-lined retirement system and then 
seek employment elsewhere, often in new 
government jobs. In many public fields, 
in California and elsewhere, workers also 
game the system by finding ways to boost 
their final years’ pay in order to increase 
their pensions—through added overtime, 
disability claims or temporary assignments 
with added compensation. 

In just eight years, from 2004–2012, state 
pension payments doubled in California. 
According to then governor Arnold 
Schwarzenegger, writing in the Wall Street 
Journal in August 2010, his state was 
saddled with $550 billion in retirement 
debt. Add preretirement compensation to 
pension payouts, said Schwarzenegger, and 
spending on state employees grew at nearly 
triple the rate of state revenues. As a result, 
other programs inevitably got squeezed. 
The picture is no better in other states. 
Illinois has unfunded pension obligations 
of $80 billion, with unfunded retiree-health 
obligations adding another $40 billion. 
New York State’s local governments likely 
will have to triple their annual pension 
contributions during the next six years, 
from $2.6 billion to $8 billion.

Who is going to pay for all this? The 
governments and their public-sector 

unions have an answer: taxpayers. When-
ever the suggestion of cutting back on 
government-employee pay and benefits is 

Increasingly, Americans who lack access to special favors 
feel the elites, and the big institutions they dominate, have 
hijacked the American system for their own exploitation.
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broached, public-sector opposition forces 
kick into high dudgeon and high gear.

This was seen in last year’s battle 
between Wisconsin’s Republican governor 
Scott  Walker and the unions and 
lawmakers representing state workers. 
That political drama rivaled December 
1849 in Washington. Walker mustered 
the votes to pass legislation requiring 
teachers to contribute 5.8 percent of 
their income toward their pensions and 
all state employees to pay 12.6 percent 
of their health-care premiums. The latter 
requirement, amounting to about half of 
what many private-sector employees pay, 
was necessary, argued Walker, to offset the 
exploding costs in state retiree funding. 
But the unions and their legislative allies 
fought back. Some fourteen Democratic 
senators fled the state to thwart a vote. 
Protesters flooded 
the statehouse, and 
Walker  needed a 
security detail  of 
twenty-five officers to 
escort him through 
the capitol building. 

Ult imate ly,  the 
issue was less about 
pay  than power. 
Walker’s legislation 
would have reduced 
t h e  b a r g a i n i n g 
clout of the unions, 
p a r t i c u l a r l y  b y 
ending automatic 
w i t h h o l d i n g  o f 
union dues from the 
paychecks of three 
hundred thousand 
municipal workers. This would have 
given workers, who could have saved as 
much as $1,400 a year by opting out of 
dues payments, more leeway in exiting the 
system. The result would have been a huge 
blow to the unions, whose political reach 

stemmed from that income flow. It also 
would have given the state greater leverage 
in bargaining with its employee unions.

In the end, Walker got his legislation. 
But in today’s political environment, 
no opposition victory is accepted as a 
legitimate outcome. A judge ruled the law 
was passed illegally, and his ruling went 
to the state supreme court for review. In 
the meantime, outside groups directed 
some $3.5 million to upend a conservative 
supreme-court justice in his forthcoming 
reelection battle so he couldn’t rule on the 
case. He won, and the lower-court ruling 
was reversed. Then union supporters spent 
some $35 million in an attempt to recall 
enough state-senate Republicans to return 
the chamber to Democratic control. That 
failed. Now, anti-Walker groups have forced 
the governor into a recall election expected 

to generate some $70 
million in campaign 
spending. 

So we have, in a 
medium-sized state, 
legislation designed 
t o  a d d r e s s  a n 
undeniable looming 
f i n a n c i a l  c r i s i s , 
and yet opposition 
e l e m e n t s  a p p e a r 
w i l l ing  to  fo rc e 
campaign spending 
of more than $100 
million to overturn 
i t .  Th i s  doe sn’t 
happen in ordinary 
times; it happens 
in crisis times when 
the  nat ion  face s 

widely divergent future paths and powerful 
interests have big stakes in which path is 
chosen.

If Wall Street’s self-aggrandizement and 
capture of Washington in a time of crisis 
helped spawn the Occupy movement, 
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the growing scope and intrusiveness of 
the federal government generated the Tea 
Party backlash a couple years before. This 
expansion had been going on for decades, 
but it accelerated mightily in this century’s 
first decade, beginning with George W. 
Bush’s reaction to the 9/11 attacks. The 
result, as the Washington Post reported, was 
a vast new national-security bureaucracy. 
It encompasses some 1,200 government 
agencies and 1,900 private companies 
working on counterterrorism, homeland 
security and intelligence gathering at some 
ten thousand sites throughout the nation. 
Officials with top-secret security clearances, 
nearly a million strong, produce some fifty 
thousand reports a year, a number that 
defies suppositions that most of them are 
read by anyone important. 

Then came President Obama’s expansion 
of the government’s domestic apparatus. 
His health-care law created 183 new 
agencies, commissions, panels and other 
entities. As Times  columnist David 
Brooks has noted, the purpose was to 
transfer power from the private sector to 
government commissions and panels 
of “experts” presumed to be smarter and 
more knowing than ordinary citizens. 
Brooks calls another of Obama’s legislative 
victories, his 2,319-page financial-reform 
law, “an intricately engineered technocratic 
apparatus.” Again, the power to direct 
behavior is transferred from citizens to 
governmental technocrats, charged with 
writing new rules in some 243 separate 
policy areas. 

Brooks says such numbers reflect today’s 
“progressive era,” characterized by “faith in 
government experts and their ability to use 
social science analysis to manage complex 
systems.” But he adds this development has 
unleashed 

a fierce, almost culture-war-style backlash . . . among 
people who do not have faith in Washington, who 

do not have faith that trained experts have su-
perior abilities to organize society, who do not 
believe national rules can successfully contend 
with the intricacies of local contexts and cul-
tures.

People with power inevitably leverage 
it for self-aggrandizement. Thus do we 
see that federal employees earned average 
pay and benefits worth $123,000 in 
2009, compared to $61,000 in the private 
sector. Average benefits for federal workers 
amount to nearly $42,000 a year, mostly in 
government contributions to pension plans. 
The average federal salary has expanded 
33 percent faster than inflation since 
2000. usa Today reports that the federal 
government pays an average of 20 percent 
more than private firms for comparable 
work. These trends are ongoing. Federal 
compensation has expanded by nearly 40 
percent since 2000, after adjusting for 
inflation, compared to 8.8 percent for 
private workers. 

I n  C o n g r e s s ,  w e  s e e  p o w e r 
aggrandizement that is nakedly brazen. 
Those famous earmarks—embedding 
specific benefits for favored constituents 
in legislation, often in return for campaign 
contributions—are widely seen as a recipe 
for corruption. Redistricting in recent 
decades has gerrymandered congressional 
districts into contorted territories designed 
to protect incumbents, shielding them 
from shifting winds of public sentiment 
and contributing to the polarization of 
Congress. Congress only recently began 
grappling seriously with lawmakers’ 
widespread practice of trading in the stock 
market based on inside information gained 
in the course of their official duties. 

And the ethos of buying votes with 
federal largesse has contributed to one of 
the most pervasive elements of the country’s 
ongoing crisis—the unfunded liabilities 
represented by federal entitlements. 
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Annual spending on Social Security now 
exceeds defense spending, while Medicare’s 
proportion of the federal budget hit 15 
percent in 2010, up from 8.5 percent 
in 1990. By the end of the decade, it is 
projected to exceed 17 percent. Federal 
spending for all health programs topped 
27 percent of the federal budget in 2010, 
compared to 20 percent for defense. As 
Yuval Levin wrote in the Weekly Standard, 
“Medicare is at the center of both our 
health care dilemma and our fiscal crunch, 
and it will be very difficult to avoid 
a calamitous debt crisis without making 
changes to the program’s basic structure.”

And yet, as Levin adds, “recipients of 
benefits are powerfully resistant to change.” 
Even members of the antigovernment Tea 
Party movement, according to polls, oppose 
major entitlement reductions. Without 
such reductions, there is no solution to 
the country’s looming debt crisis. The 
Congressional Budget Office speculates 
that it would take $15 trillion in spending 
reductions or tax increases, or both, over 
the next decade just to maintain the 
country’s ratio of debt to gdp at current 
levels. As journalist Peter Coy has written 
in Bloomberg Businessweek, “The U.S. is in 
danger of reaching a generational tipping 
point at which older Americans have the 
clout to vote themselves benefits that sap 
the strength of the younger generation.”

Smick, the economic consultant, suggests 
America’s debt crisis is merely part of a 
growing global phenomenon reflected in 
an ominous statistic—the world’s public 
and private debt exceeds “an incredible 
300 percent” of global gdp. He says some 

money managers see this as part of a three-
phase “ugly, downward, global mark-to-
market in asset prices.” The first phase 
was the 1990s Asian debt crisis, in which 
interest rates soared, equity markets fell, 
banks failed and currencies collapsed. The 
second phase is happening now in Europe. 
The third phase will come when it hits the 
United States. Already, U.S. public debt 
exceeds 70 percent of the economy—up 
from just 40 percent in 2008. As the Wall 
Street Journal writes, “This isn’t as high as 
Italy or Greece, but it’s rising fast toward 
the 90% level that begins to debilitate an 
economy.” With the national debt projected 
to hit $16.6 trillion this year, that ominous 
percentage looms.

As columnist Robert J. Samuelson writes, 
“We Americans fool ourselves if we ignore 
the parallels between Europe’s problems and 
our own.” Europe, he explains, faces a crisis 
of the welfare state, “which has grown too 
large to be easily supported economically. 
People can’t live with it—and can’t live 
without it. The American predicament is 
little different.”

Samuelson says we are shifting from 
“giveaway politics” to “takeaway politics.” 
He points out that from 1960–2010, the 
share of federal spending dedicated to 
“payments to individuals” (entitlements, 
food stamps, etc.) increased from 26 
percent to 66 percent. During that time, 
the tax burden remained relatively stable, 
increasing from 17.8 percent of gdp 
to 18.5 percent. How was this possible? 
Consistently strong economic growth and 
plenty of young people in the population 
to support the elderly. It also helped that 

The fundamental reality of American governance is that 
the country’s prevailing political consensus, in force for 

eighty years, can’t adequately address the nation’s problems.
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military spending declined to today’s 20 
percent of federal outlays from 52 percent 
in 1960. That long postwar era was a grand 
time for citizens who wanted largesse from 
their government and for politicians who 
loved giving it to them. 

Those days are gone. America doesn’t 
dominate the world economy as it once 
did, and the old growth rates aren’t 
returning anytime soon, particularly with 
the country’s crushing public debt and 
traumatized business sector. With baby 
boomers retiring over the next eighteen 
years,  demographics are no longer 
favorable. And the transfer of spending 
from defense to nondefense has largely 
taken place already—and might have to 
be reversed depending upon global events. 
As Samuelson writes, the old governing 
formula of giveaway politics no longer 
works, “and politicians face the opposite: 
taking away—reducing benefits or raising 
taxes significantly—to prevent government 
deficits from destabilizing the economy.”

This represents a major shift in Ameri-
can society, stark evidence of a crum-

bling Old Order. Yet many in America cling 
to the old days, holding fast to the status 
quo as if that could somehow forestall the 
decline of that heady postwar era when 
abundance was the norm and a general 
consensus prevailed over the role of govern-
ment. The big questions in today’s era of 
transformational politics are, first, what will 
replace the Old Order; and second, how 
much civic instability will attend the transi-
tion from old to new. 

To understand this, it helps to consider 
the fault-line domestic issues that have 
rippled through American history from the 
beginning. The question of government’s 
role in society has been at the heart of 
American politics forever, and an effort to 
trace this ongoing debate offers insight into 
what’s happening today. 

The debate began with the Federalist 
Par ty  of  George  Washington and 
Alexander Hamilton, which harbored 
an elitist regard for concentrated federal 
power. That spawned a countermovement 
led by Thomas Jefferson, who brought 
forth new political catchphrases: small 
government, strict construction of the 
Constitution, states’ rights, reduced taxes 
and less intrusion into the lives of citizens. 
Jefferson’s administration, writes historian 
Joyce Appleby, spoke for “the rational, self-
improving, independent individual who 

could be counted on to take care of himself 
and his family provided that intrusive 
institutions did not interfere.”

Jefferson eliminated internal taxes, 
cut the size of government, reduced the 
national debt and sold federal lands at 
modest prices to foster a growing yeoman 
class that would build up the nation from 
below, thus obviating the need for elites 
to build it from above. His Democratic-
Republican Party dominated American 
politics for the next twenty-four years, 
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but eventually it split into two factions 
that would become Andrew Jackson’s 
Democratic Party and the Whig Party of 
Kentucky’s Henry Clay. Clay wanted federal 
power in Washington brought to bear 
boldly on behalf of domestic prosperity. His 
“American System” included calls for big 
federal public-works projects; high tariffs 
to protect manufacturers; support for the 
magisterial public-private Second Bank of 
the United States; and federal land sales at 
high prices to generate federal dollars and 
hence federal power.

Jackson opposed all this. He believed 
concentrated governmental power always 
leads to corruption and abuse. To prevent 
that, he said, the country must maintain 
a diffusion of power, keeping it as close 
to the people as possible. If it were 
spread out through the polity, it couldn’t 
be directed toward special favors and 
privileges for those well-positioned few 
who always managed to get their hands 
on such governmental resources. This 
sentiment was reflected in a message he 
sent to Congress in vetoing legislation to 
foster a big federal road project. The people, 
he said, had a right to expect a “prudent 
system of expenditure” that would allow the 
government to “pay the debts of the Union, 
and authorize the reduction of every tax to 
as low a point as . . . our national safety and 
independence will allow.” In principle, he 
said, he didn’t oppose federal fund transfers 
to the states for internal improvements 
decided by them—but never while there 
was a national debt and never for direct 
federal projects that went beyond defense 
and national benefit. 

The problem, he explained, was that such 
expenditures would lead inevitably to “a 
corrupting influence upon elections” by 
giving people a sense that their votes could 
purchase beneficial governmental favors to 
“make navigable their neighboring creek 
or river, bring commerce to their doors, 

and increase the value of their property.” 
This, he warned, would prove “fatal to just 
legislation” and the “purity of public men.” 
(It’s fun to speculate on what the blunt-
spoken Jackson would say about today’s 
congressional earmarks.)

It’s difficult in our time to conceive 
that Jackson’s ethos largely dominated the 
country’s political discourse for nearly a 
century. But in the Republic’s early decades, 
the central concern was concentrated 
federal power, and that political sentiment 
carried forward in large measure until 
fdr. Abraham Lincoln, in waging his war 
against Southern secession, vested greater 
power than ever in the federal government, 
but he did so in ways designed to ensure 
that this power concentration didn’t linger 
beyond the war. Then, at the beginning 
of the twentieth century, more and more 
Americans perceived that the industrial era 
was spawning major problems that required 
national solutions. The first big initiatives 
came from the Republican Party, which had 
become the party of industrialization but 
also of a slow, progressive awakening.

Theodore Roosevelt was the first to 
shape the concepts of progressivism 
into a successful governing philosophy, 
resurrecting for the new century the 
politics of Henry Clay—the idea that 
certain concentrations of federal power 
were necessary to maintain the country’s 
prosperity and ensure the well-being of its 
people. His initiatives included his trust-
busting efforts, creation of the Interstate 
Commerce Commission, and legislation to 
foster safety in the country’s food supply 
and drugs. Further such initiatives were 
pursued by Roosevelt’s successor, William 
Howard Taft, and by Democrat Woodrow 
Wilson when he became president in 
1913. Still, these were carefully calibrated 
concentrations of power, and the Jackson 
sensibility still held considerable sway in 
American politics. 
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Then came the Great Depression. In his 
book on those years, The Crisis of the Old 
Order, Arthur Schlesinger Jr. makes clear it 
was a crisis of capitalism. The grand years 
of the twenties, of unfettered and seemingly 
unbounded capitalist success, had come 
crashing down, and a view took hold that 
a new order would have to emerge. But 
nobody knew what it might look like, and 
many foresaw—even advocated—socialism 
or even Russian-style communism. One 
leading humanist thinker of the day, 
Irving Babbitt, speculated that the country 
might need “the American equivalent of a 
Mussolini . . . to save us from the equivalent 
of a Lenin.” 

Franklin Roosevelt harbored no such 
thoughts. The change he had in mind fit 
within the tradition of American political 
discourse. But he methodically set about to 
craft a new order based on a massive new 
concentration of power in Washington. He 
viewed a powerful federal government as a 
necessary agent of economic renewal, but 
he also saw this power consolidation as a 
positive good in itself. Thus, he was to leave 
behind a thoroughly entrenched federal 
establishment. The Jackson-Clay tension 
that had animated political discourse 
through most of American history suddenly 
tilted heavily toward Clay’s view and then 
stretched far beyond anything seriously 
contemplated before.

The American people embraced this 
new order—within limits. When Roosevelt 
sought to aggrandize his political position 
after his huge reelection victory in 1936 by 
“packing” the Supreme Court, the voters 
slapped him down at the next election and 

thwarted any further major initiatives. 
Nevertheless ,  subsequent American 
political struggles unfolded within the fdr 
consensus. The first post-fdr Republican 
president, Dwight Eisenhower, made no 
effort to dismantle the New Deal because 
it was too thoroughly entrenched in the 
country’s political consciousness. After 
Lyndon Johnson in the 1960s successfully 
expanded federal power on behalf of civil 
rights and other liberal causes, a backlash 
ensued that brought the fdr consensus 
back toward what voters considered an 
appropriate equilibrium. When Americans 
concluded in the late 1970s that the 
government was no longer working, 
they elected Ronald Reagan based on his 
promise to thwart federal expansionism and 
return power to the states. But Reagan, a 
former Democrat and fdr admirer, still 
operated within the fdr consensus. After 
Reagan’s eight-year presidency, the Old 
Order remained intact. 

But there was one element of Roosevelt’s 
political schema that contained the seeds 
of an eventual crisis, and that crisis is now 
at hand. fdr delighted in fostering the 
emergence of new national constituency 
groups beholden to his party and thus 
intensely dedicated to it—workers flocking 
to unions under the Wagner Act, senior 
citizens mobilized by Social Security, 
farmers appreciative of agricultural 
subsidies, artists and intellectuals stirred 
by the Works Progress Administration, 
and rural Americans focused on the 
prospect of cheap electrical power. This 
was a significant political development 
in America—“special interests” fostered 

Many in America cling to the old days, holding fast to 
the status quo as if that could somehow forestall the decline 
of that heady postwar era when abundance was the norm. 



The National Interest20 America’s Civic Deadlock and the Politics of Crisis

by federal policy making—and precisely 
the kind of development that Jefferson 
and Jackson had sought to prevent. There 
was also an elitist element in this push 
to establish a vast federal bureaucracy of 
officials—essentially a new governmental 
elite—empowered to direct events in 
multiple areas of American life. 

This political system worked for a long 
time, but now it is sputtering under 

its own weight. The government can’t seem 
to get at the problems of our time because 
too many entrenched interests possess the 
power to prevent it. Favoritism is rampant 
throughout the system—in a tax code rid-
dled with special breaks and preferences for 
well-placed citizens; in crony capitalism that 
favors big corporations averse to fair com-
petition; in favored treatment bestowed by 
Congress on its members to enhance their 
everyday lives and reelection prospects; in 
congressional favors to special interests with 
easy legislative access and quick cash for re-
election campaigns; in governments at every 
level expanding their power and feathering 
the nests of their workers; in Wall Street’s 
ability to game Washington to protect itself 
from its own folly; and in public-sector 
unions conflating money grabs with rights. 

David Brooks writes that this has 
undermined the country’s traditional 
ethos of responsibility and fairness—
that hard work, merit and enterprise 
should be rewarded while laziness and sly 
manipulations should not. “The result,” he 
writes, “is a crisis of legitimacy. The game 
is rigged. . . . The United States suffers 
from a horrible crisis of trust that is slowing 
growth, restricting government action 

and sending our politics off in strange 
directions.”

Put another way, we are facing a crisis of 
the Old Order, just as those congressional 
representatives did in 1849 and as Franklin 
Roosevelt did in 1933. The fdr consensus 
is breaking down—in part because it can’t 
address the country’s looming financial 
crisis and in part because it has simply lost 
its civic steam. What will replace it has 
become a defining issue for America. It 
may be a European-style social-democratic 
system, as Democrats under President 
Obama seem to want. Under this concept, 
the crisis will be addressed by transferring 
even greater increments of power to the 
government and giving greater societal 
sway to governmental technocrats. Another 
possibility would be a return to some 
kind of Jacksonian ethos, as Republicans 
advocate. This would entail flows of power 
in the other direction, from the federal 
government back to the states and the 
people. Meanwhile, the status quo forces 
will seek with might and main to preserve 
and protect the Old Order even as its 
demise becomes increasingly discernible. 

Thus does the country face an epic 
struggle along a fault line that goes back 
to the days of Jackson and Clay. The stakes 
for America in this time of political fluidity 
are immense. That’s why tempers are high, 
Congress can’t function and the deadlock 
continues. And it will continue further until 
a new political consensus emerges to replace 
the old—and a new political order emerges 
out of that new consensus. This process 
could take years, and in the meantime the 
country’s politics will be the politics of 
crisis. n
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W hen great powers begin to ex- 
perience erosion in their global 

standing, their leaders inevitably 
strike a pose of denial. At the dawn of the 
twentieth century, as British leaders dimly 
discerned such an erosion in their coun-
try’s global dominance, the great diplomat 
Lord Salisbury issued a gloomy rumination 
that captured at once both the inevitability 
of decline and the denial of it. “Whatever 
happens will be for the worse,” he declared. 
“Therefore it is our interest that as little 
should happen as possible.” Of course, one 
element of decline was the country’s di-
minishing ability to influence how much or 
how little actually happened.

We are seeing a similar phenomenon 
today in America, where the topic of 
decline stirs discomfort in national 
leaders. In September 2010, Secretary of 
State Hillary Clinton proclaimed a “new 
American Moment” that would “lay the 
foundations for lasting American leadership 
for decades to come.” A year and a half 
later, President Obama declared in his 
State of the Union speech: “Anyone who 
tells you that America is in decline . . . 
doesn’t know what they’re talking about.” A 

position paper from Republican presidential 
candidate Mitt Romney stated flatly that he 
“rejects the philosophy of decline in all of 
its variants.” And former U.S. ambassador 
to China and one-time gop presidential 
candidate Jon Huntsman pronounced 
decline to be simply “un-American.”

 Such protestations, however, cannot 
forestall real-world developments that 
collectively are challenging the post-
1945 international order, often called Pax 
Americana, in which the United States 
employed its overwhelming power to 
shape and direct global events. That era of 
American dominance is drawing to a close 
as the country’s relative power declines, 
along with its ability to manage global 
economics and security. 

This does not mean the United States 
will go the way of Great Britain during 
the first half of the twentieth century. 
As Harvard’s Stephen Walt wrote in this 
magazine last year, it is more accurate to 
say the “American Era” is nearing its end. 
For now, and for some time to come, the 
United States will remain primus inter 
pares—the strongest of the major world 
powers—though it is uncertain whether 
it can maintain that position over the 
next twenty years. Regardless, America’s 
power and influence over the international 
political system will diminish markedly 
from what it was at the apogee of Pax 
Americana. That was the Old Order, forged 
through the momentous events of World 
War I, the Great Depression and World 
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War II. Now that Old Order of nearly seven 
decades’ duration is fading from the scene. 
It is natural that U.S. leaders would want to 
deny it—or feel they must finesse it when 
talking to the American people. But the real 
questions for America and its leaders are: 
What will replace the Old Order? How can 
Washington protect its interests in the new 
global era? And how much international 
disruption will attend the transition from 
the old to the new?

The signs of the emerging new world 
order are many. First, there is China’s 
astonishingly rapid rise to great-power 
status, both militarily and economically. 
In the economic realm, the International 
Monetary Fund forecasts that China’s share 
of world gdp (15 percent) will draw nearly 
even with the U.S. share (18 percent) 
by 2014. (The U.S. share at the end of 
World War II was nearly 50 percent.) This 
is particularly startling given that China’s 
share of world gdp was only 2 percent in 
1980 and 6 percent as recently as 1995. 
Moreover, China is on course to overtake 
the United States as the world’s largest 
economy (measured by market exchange 
rate) sometime this decade. And, as argued 
by economists like Arvind Subramanian, 
measured by purchasing-power parity, 
China’s gdp may already be greater than 
that of the United States. 

Until the late 1960s, the United States 
was the world’s dominant manufacturing 
power. Today, it has become essentially a 
rentier economy, while China is the world’s 
leading manufacturing nation. A study 
recently reported in the Financial Times 
indicates that 58 percent of total income 

in America now comes from dividends and 
interest payments. 

Since the Cold War’s end, America’s 
military superiority has functioned as an 
entry barrier designed to prevent emerging 
powers from challenging the United 
States where its interests are paramount. 
But the country’s ability to maintain this 
barrier faces resistance at both ends. First, 
the deepening financial crisis will compel 
retrenchment, and the United States will 
be increasingly less able to invest in its 
military. Second, as ascending powers such 
as China become wealthier, their military 
expenditures will expand. The Economist 
recently projected that China’s defense 
spending will equal that of the United 
States by 2025. 

Thus, over the next decade or so a 
feedback loop will be at work, whereby 
internal constraints on U.S. global activity 
will help fuel a shift in the distribution 
of power, and this in turn will magnify 
the effects of America’s fiscal and strategic 
overstretch. With interests throughout 
Asia, the Middle East, Africa, Europe and 
the Caucasus—not to mention the role 
of guarding the world’s sea-lanes and 
protecting U.S. citizens from Islamist 
terrorists—a strategically overextended 
United States inevitably will need to 
retrench.

Further, there is a critical linkage between 
a great power’s military and economic 
standing, on the one hand, and its prestige, 
soft power and agenda-setting capacity, on 
the other. As the hard-power foundations 
of Pax Americana erode, so too will the 
U.S. capacity to shape the international 

Periods of global transition can be chaotic, unpredictable, long 
and bloody. Whether the current transitional phase will 

unfold with greater smoothness and calm is an open question. 
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order through influence, example and 
largesse. This is particularly true of America 
in the wake of the 2008 financial crisis 
and the subsequent Great Recession. At 
the zenith of its military and economic 
power after World War II, the United States 
possessed the material capacity to furnish 
the international system with abundant 
financial assistance designed to maintain 
economic and political stability. Now, this 
capacity is much diminished. 

All of this will unleash growing challenges 
to the Old Order from ambitious regional 
powers such as China, Brazil, India, Russia, 
Turkey and Indonesia. Given America’s 
relative loss of standing, emerging powers 
will feel increasingly emboldened to test 
and probe the current order with an eye 
toward reshaping the international system 
in ways that reflect their own interests, 
norms and values. This is particularly true 
of China, which has emerged from its 
“century of humiliation” at the hands of the 
West to finally achieve great-power status. 
It is a leap to think that Beijing will now 
embrace a role as “responsible stakeholder” 
in an international order built by the 
United States and designed to privilege 
American interests, norms and values. 

These profound developments raise big 
questions about where the world is headed 
and America’s role in the transition and 
beyond. Managing the transition will be 
the paramount strategic challenge for the 
United States over the next two decades. 
In thinking about where we might 
be headed, it is helpful to take a look 
backward—not just over the past seventy 
years but far back into the past. That is 
because the transition in progress represents 
more than just the end of the post-1945 
era of American global dominance. It also 
represents the end of the era of Western 
dominance over world events that began 
roughly five hundred years ago. During 
this half millennium of world history, the 

West’s global position remained secure, 
and most big, global developments were 
represented by intracivilizational power 
shifts. Now, however, as the international 
system’s economic and geopolitical center 
of gravity migrates from the Euro-Atlantic 
world to Asia, we are seeing the beginnings 
of an intercivilizational power shift. The 
significance of this development cannot be 
overemphasized. 

The impending end of the Old Order—
both Pax Americana and the period 

of Western ascendancy—heralds a fraught 
transition to a new and uncertain constel-
lation of power in international politics. 
Within the ascendant West, the era of 
American dominance emerged out of the 
ashes of the previous international order, 
Pax Britannica. It signified Europe’s dis-
placement by the United States as the locus 
of global power. But it took the twentieth 
century’s two world wars and the global 
depression to forge the transition between 
these international orders. 

Following the end of the Napoleonic 
wars in 1815, at the dawn of the Industrial 
Revolution, Britain quickly outstripped all 
of its rivals in building up its industrial 
might and used its financial muscle to 
construct an open, international economic 
system. The cornerstones of this Pax 
Britannica were London’s role as the global 
financial center and the Royal Navy’s 
unchallenged supremacy around the world. 
Over time, however, the British-sponsored 
international system of free trade began 
to undermine London’s global standing 
by facilitating the diffusion of capital, 
technology, innovation and managerial 
expertise to emerging new centers of power. 
This helped fuel the rise of economic and 
geopolitical rivals. 

Between 1870 and 1900, the United 
States, Germany and Japan emerged 
onto the international scene more or less 
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simultaneously, and both the European 
and global power balances began to 
change in ways that ultimately would 
doom Pax Britannica. By the beginning 
of the twentieth century, it had become 
increasingly difficult for Britain to cope 
with the growing number of threats to its 
strategic interests and to compete with the 
dynamic economies of the United States 
and Germany. 

The Boer War of 1899–1902 dramatized 
the high cost of policing the empire and 
served as both harbinger and accelerant 
of British decline. Perceptions grew of 
an ever-widening gap between Britain’s 
strategic commitments and the resources 
available to maintain them. Also, the rest 
of the world became less and less willing to 
submit to British influence and power. The 
empire’s strategic isolation was captured in 
the plaintive words of Spenser Wilkinson, 

military correspondent for the Times: “We 
have no friends, and no nation loves us.”

Imperially overstretched and confronting 
a deteriorating strategic environment, 
London was forced to adjust its grand 
strategy and jettison its nineteenth-
century policy of “splendid isolation” 
from entanglements with other countries. 
Another consideration was the rising 
threat of Germany, growing in economic 
dynamism, military might and population. 

By 1900, Germany had passed Britain in 
economic power and was beginning to 
threaten London’s naval supremacy in its 
home waters by building a large, modern 
and powerful battle fleet. To concentrate its 
forces against the German danger, Britain 
allied with Japan and employed Tokyo to 
contain German and Russian expansionism 
in East Asia. It also removed America as 
a potential rival by ceding to Washington 
supremacy over the Americas and the 
Caribbean. Finally, it settled its differences 
with France and Russia, then formed 
fateful de facto alliances with each against 
Germany. 

World War I marked the end of Pax 
Britannica—and the beginning of the end 
of Europe’s geopolitical dominance. The 
key event was American entry into the war. 
It was Woodrow Wilson who called the 
power of the New World “into existence 

to redress the balance of the Old” (in 
the words of the early nineteenth-
century British statesman George 
Canning). American economic and 
military power was crucial in securing 
Germany’s defeat. Wilson took the 
United States to war in 1917 with the 
intent of using American power to 
impose his vision of international order 
on both the Germans and the Allies. 
The peace treaties that ended World 
War I—the “Versailles system”—proved 
to be flawed, however. Wilson could 
not persuade his own countrymen to 

join his cherished League of Nations, and 
European realpolitik prevailed over his 
vision of the postwar order.

Although the historical wisdom is 
that America retreated into isolationism 
following Wilson’s second term and Warren 
Harding’s return to “normalcy,” that is 
not true. The United States convened the 
Washington Naval Conference and helped 
foster the Washington naval treaties, which 
averted a U.S. naval arms race with Britain 
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and Japan and dampened prospects for 
increased great-power competition over 
influence in China. America also played 
a key role in trying to restore economic, 
and hence political, stability in war-ravaged 
Europe. It promoted Germany’s economic 
reconstruction and political reintegration 
into Europe through the Dawes and Young 
plans that addressed the troublesome issue 
of German reparations. The aim was to 
help get Europe back on its feet so it could 
once again become a vibrant market for 
American goods. 

Then came the Great Depression. In both 
Europe and Asia, the economic cataclysm 
had profound geopolitical consequences. 
As E. H. Carr brilliantly detailed in his 
classic work The Twenty Years’ Crisis, 1919–
1939, the Versailles system cracked because 
of the growing gap between the order it 
represented and the actual distribution of 
power in Europe. Even during the 1920s, 
Germany’s latent power raised the prospect 
that eventually Berlin would renew its 
bid for continental hegemony. When 
Adolf Hitler assumed the chancellorship 
in 1933, he unleashed Germany’s military 
power, suppressed during the 1920s, and 
ultimately France and Britain lacked the 
material capacity to enforce the postwar 
settlement. The Depression also exacerbated 
deep social, class and ideological cleavages 
that roiled domestic politics throughout 
Europe. 

In East Asia, the Depression served to 
discredit the liberal foreign and economic 
policies that Japan had pursued during 
the 1920s. The expansionist elements of 
the Japanese army gained sway in Tokyo 
and pushed their country into military 
adventurism in Manchuria. In response to 
the economic dislocation, all great powers, 
including the United States, abandoned 
international economic openness and free 
trade in favor of economic nationalism, 
protectionism and mercantilism. 

The crisis of the 1930s culminated in 
what historian John Lukacs called “the 
last European war.” But it didn’t remain a 
European war. Germany’s defeat could be 
secured only with American military and 
economic power and the heroic exertions 
of the Soviet Union. Meanwhile, the war 
quickly spread to the Pacific, where Western 
colonial redoubts had come under intense 
military pressure from Japan. 

World War II reshaped international 
politics in three fundamental ways. First, 
it resulted in what historian Hajo Holborn 
termed “the political collapse of Europe,” 
which brought down the final curtain on 
the Eurocentric epoch of international 
politics. Now an economically prostrate 
Western Europe was unable to defend 
itself or revive itself economically without 
American assistance. Second, the wartime 
defeats of the British, French and Dutch 
in Asia—particularly the humiliating 1942 
British capitulation in Singapore—shattered 
the myth of European invincibility and 
thus set in motion a rising nationalist tide 
that within two decades would result in 
the liquidation of Europe’s colonies in Asia. 
This laid the foundation for Asia’s economic 
rise that began gathering momentum in 
the 1970s. Finally, the war created the 
geopolitical and economic conditions that 
enabled the United States to construct the 
postwar international order and establish 
itself as the world’s dominant power, first 
in the bipolar era of competition with the 
Soviet Union and later as the globe’s sole 
superpower following the 1991 Soviet 
collapse. 

Thus do we see the emergence of the 
new world order of 1945, which now 
represents the Old Order that is under 
its own global strains. But we also see the 
long, agonizing death of Pax Britannica, 
which had maintained relative global 
stability for a century before succumbing 
to the fires of the two world wars and 
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the Great Depression. This tells us that 
periods of global transition can be chaotic, 
unpredictable, long and bloody. Whether 
the current transitional phase will unfold 
with greater smoothness and calm is an 
open question—and one of the great 
imponderables facing the world today.

A s the United States emerged as the 
world’s leading power, it sought to es-

tablish its postwar dominance in the three 
regions deemed most important to its in-
terests: Western Europe, East Asia and the 
Middle East/Persian Gulf. It also fostered 
an open international-trading regime and 
assumed the role of the global financial 
system’s manager, much as Britain had done 
in the nineteenth century. The 1944 Bret-
ton Woods agreement established the dollar 
as the international reserve currency. The 
World Bank, International Monetary Fund, 
and the General Agreement on Tariffs and 
Trade fostered international commerce. The 
United Nations was created, and a network 
of American-led alliances established, most 
notably nato.

It is tempting to look back on the Cold 
War years as a time of heroic American 
initiatives. After all ,  geopolitically, 
Washington accomplished a remarkable 
double play: while avoiding great-power 
war, containment—as George F. Kennan 
foresaw in 1946—helped bring about the 
eventual implosion of the Soviet Union 
from its own internal contradictions. In 
Europe, American power resolved the 
German problem, paved the way for 
Franco-German reconciliation and was the 
springboard for Western Europe’s economic 
integration. In Asia, the United States 
helped rebuild a stable and democratic 
Japan from the ashes of its World War 
II defeat. For the trilateral world of Pax 
Americana—centered on the United 
States, Western Europe and Japan—the 
twenty-five years following World War 

II marked an era of unprecedented peace 
and prosperity. These were remarkable 
accomplishments and are justly celebrated 
as such. Nevertheless, it is far from clear 
that the reality of the Cold War era 
measures up to the nostalgic glow in which 
it has been bathed. Different policies might 
have brought about the Cold War’s end 
but at a much less expensive price for the 
United States. 

The Cold War was costly in treasure 
and in blood (the most obvious examples 
being the wars in Korea and Vietnam). 
America bears significant responsibility 
for heightening postwar tensions with 
the Soviet Union and transforming what 
ought to have been a traditional great-
power rivalry based on mutual recognition 
of spheres of influence into the intense 
ideological rivalry it became. During the 
Cold War, U.S. leaders engaged in threat 
inflation and overhyped Soviet power. Some 
leading policy makers and commentators 
at  the t ime—notably Kennan and 
prominent journalist Walter Lippmann—
warned against the increasingly global and 
militarized nature of America’s containment 
strategy, fearing that the United States 
would become overextended if it attempted 
to parry Soviet or communist probes 
everywhere. President Dwight Eisenhower 
also was concerned about the Cold War’s 
costs, the burden it imposed on the U.S. 
economy and the threat it posed to the 
very system of government that the United 
States was supposed to be defending. Belief 
in the universality of American values and 
ideals was at the heart of U.S. containment 
strategy during most of the Cold War, and 
the determination to vindicate its model of 
political, economic and social development 
is what caused the United States to stumble 
into the disastrous Vietnam War. 

Whatever questions could have been 
raised about the wisdom of America’s 
Cold War policies faded rapidly after the 
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Soviet Union’s collapse, which triggered 
a wave of euphoric triumphalism in the 
United States. Analysts celebrated America’s 
“unipolar moment” and perceived an “end 
of history” characterized by a decisive 
triumph of Western-style democracy as an 
end point in human civic development. 
Almost by definition, such thinking ruled 
out the prospect that this triumph could 
prove fleeting. 

But even during the Cold War’s last two 
decades, the seeds of American decline 

had already been sown. In a prescient—
but premature—analysis, President Richard 
Nixon and Secretary of State Henry 
Kissinger believed that the bipolar Cold 
War system would give way to a pentagonal 
multipolar system composed of the United 
States, Soviet Union, Europe, China and 
Japan. Nixon also confronted America’s 
declining international financial power 
in 1971 when he took the dollar off the 
Bretton Woods gold standard in response 
to currency pressures. Later, in 1987, Yale’s 
Paul Kennedy published his brilliant Rise 
and Fall of the Great Powers, which raised 
questions about the structural, fiscal and 
economic weaknesses in America that, over 
time, could nibble away at the foundations 
of U.S. power. With America’s subsequent 
Cold War triumph—and the bursting of 

Japan’s economic bubble—Kennedy’s thesis 
was widely dismissed. 

Now, in the wake of the 2008 financial 
meltdown and ensuing recession, it is clear 
that Kennedy and other “declinists” were 
right all along. The same causes of decline 
they pointed to are at the center of today’s 
debate about America’s economic prospects: 
too much consumption and not enough 
savings; persistent trade and current-
account deficits; deindustrialization; 
sluggish economic growth; and chronic 

federal-budget deficits fueling an ominously 
rising national debt. 

Indeed, looking forward a decade, the 
two biggest domestic threats to U.S. power 
are the country’s bleak fiscal outlook and 
deepening doubts about the dollar’s future 
role as the international economy’s reserve 
currency. Economists regard a 100 percent 
debt-to-gdp ratio as a flashing warning light 
that a country is at risk of defaulting on 
its financial obligations. The nonpartisan 
Congressional Budget Office (cbo) has 
warned that the U.S. debt-to-gdp ratio 
could exceed that level by 2020—and 
swell to 190 percent by 2035. Worse, the 
cbo recently warned of the possibility of a 
“sudden credit event” triggered by foreign 
investors’ loss of confidence in U.S. fiscal 
probity. In such an event, foreign investors 



The National Interest28 The Global Power Shift from West to East

could reduce their purchases of Treasury 
bonds, which would force the United States 
to borrow at higher interest rates. This, in 
turn, would drive up the national debt even 
more. America’s geopolitical preeminence 
hinges on the dollar’s role as reserve 
currency. If the dollar loses that status, U.S. 
primacy would be literally unaffordable. 
There are reasons to be concerned about 
the dollar’s fate over the next two decades. 
U.S. political gridlock casts doubt on the 
nation’s ability to address its fiscal woes; 
China is beginning to internationalize the 
renminbi, thus laying the foundation for 
it to challenge the dollar in the future; 
and history suggests that the dominant 
international currency is that of the nation 
with the largest economy. (In his piece on 
the global financial structure in this issue, 
Christopher Whalen offers a contending 
perspective, acknowledging the dangers 
posed to the dollar as reserve currency but 
suggesting such a change in the dollar’s 
status is remote in the current global 
environment.) 

Leaving aside the fate of the dollar, 
however, it is clear the United States must 
address its financial challenge and restore 
the nation’s fiscal health in order to reassure 
foreign lenders that their investments 
remain sound. This will require some 
combination of budget cuts, entitlement 
reductions, tax increases and interest-rate 
hikes. That, in turn, will surely curtail the 
amount of spending available for defense 
and national security—further eroding 
America’s ability to play its traditional, 
post–World War II global role. 

Beyond the U.S. financial challenge, the 
world is percolating with emerging nations 
bent on exploiting the power shift away 
from the West and toward states that long 
have been confined to subordinate status 
in the global power game. (Parag Khanna 
explores this phenomenon at length further 
in this issue.) By far the biggest test for 

the United States will be its relationship 
with China, which views itself as effecting 
a restoration of its former glory, before the 
First Opium War of 1839–1842 and its 
subsequent “century of humiliation.” After 
all, China and India were the world’s two 
largest economies in 1700, and as late as 
1820 China’s economy was larger than 
the combined economies of all of Europe. 
The question of why the West emerged 
as the world’s most powerful civilization 
beginning in the sixteenth century, and thus 
was able to impose its will on China and 
India, has been widely debated. Essentially, 
the answer is firepower. As the late Samuel 
P. Huntington put it, “The West won the 
world not by the superiority of its ideas 
or values or religion . . . but rather by its 
superiority in applying organized violence. 
Westerners often forget this fact; non-
Westerners never do.”

Certainly, the Chinese have not forgotten. 
Now Beijing aims to dominate its own 
East and Southeast Asian backyard, just as 
a rising America sought to dominate the 
Western Hemisphere a century and a half 
ago. The United States and China now 
are competing for supremacy in East and 
Southeast Asia. Washington has been the 
incumbent hegemon there since World 
War II, and many in the American foreign-
policy establishment view China’s quest 
for regional hegemony as a threat that 
must be resisted. This contest for regional 
dominance is fueling escalating tensions and 
possibly could lead to war. In geopolitics, 
two great powers cannot simultaneously be 
hegemonic in the same region. Unless one 
of them abandons its aspirations, there is a 
high probability of hostilities. Flashpoints 
that could spark a Sino-American conflict 
include the unstable Korean Peninsula; the 
disputed status of Taiwan; competition for 
control of oil and other natural resources; 
and the burgeoning naval rivalry between 
the two powers. 
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These rising tensions were underscored 
by a recent Brookings study by Peking 
University’s Wang Jisi and Kenneth 
Lieberthal, national-security director for 
Asia during the Clinton administration, 
based on their conversations with high-
level officials in the American and Chinese 
governments. Wang found that underneath 
the visage of “mutual cooperation” that 
both countries project, the Chinese believe 
they are likely to replace the United 
States as the world’s leading power but 
Washington is working to prevent such 
a rise. Similarly, Lieberthal related that 
many American officials believe their 
Chinese counterparts see the U.S.-Chinese 
relationship in terms of a zero-sum game in 
the struggle for global hegemony.

An instructive historical antecedent is the 
Anglo-German rivalry of the early twentieth 
century. The key lesson of that rivalry is 
that such great-power competition can 
end in one of three ways: accommodation 
of the rising challenger by the dominant 
power; retreat of the challenger; or war. 
The famous 1907 memo exchange 
between two key British Foreign Office 
officials—Sir Eyre Crowe and Lord Thomas 
Sanderson—outlined these stark choices. 
Crowe argued that London must uphold  
the Pax Britannica status quo at all costs. 
Either Germany would accept its place 
in a British-dominated world order, he 
averred, or Britain would have to contain 
Germany’s rising power, even at the risk of 
war. Sanderson replied that London’s refusal 
to accommodate the reality of Germany’s 
rising power was both unwise and 
dangerous. He suggested Germany’s leaders 

must view Britain “in the light of some 
huge giant sprawling over the globe, with 
gouty fingers and toes stretching in every 
direction, which cannot be approached 
without eliciting a scream.” In Beijing’s eyes 
today, the United States must appear as the 
unapproachable, globally sprawling giant.

In modern history, there have been two 
liberal international orders: Pax Britan-

nica and Pax Americana. In building their 
respective international structures, Britain 
and the United States wielded their power 
to advance their own economic and geo-
political interests. But they also bestowed 
important benefits—public goods—on the 
international system as a whole. Militar-
ily, the hegemon took responsibility for 
stabilizing key regions and safeguarding the 
lines of communication and trade routes 
upon which an open international economy 
depend. Economically, the public goods in-
cluded rules for the international economic 
order, a welcome domestic market for other 
states’ exports, liquidity for the global econ-
omy and a reserve currency. 

As U.S. power wanes over the next 
decade or so, the United States will find 
itself increasingly challenged in discharging 
these hegemonic tasks. This could have 
profound implications for international 
politics. The erosion of Pax Britannica in 
the late nineteenth and early twentieth 
centuries was an important cause of World 
War I. During the interwar years, no great 
power exercised geopolitical or economic 
leadership, and this proved to be a major 
cause of the Great Depression and its 
consequences, including the fragmentation 

American elites must come to grips with the fact that the West 
does not enjoy a predestined supremacy in international politics 

that is locked into the future for an indeterminate period of time.
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of the international economy into regional 
trade blocs and the beggar-thy-neighbor 
economic nationalism that spilled over 
into the geopolitical rivalries of the 1930s. 
This, in turn, contributed greatly to World 
War II. The unwinding of Pax Americana 
could have similar consequences. Since no 
great power, including China, is likely to 
supplant the United States as a true global 
hegemon, the world could see a serious 
fragmentation of power. This could spawn 
pockets of instability around the world and 
even general global instability. 

The  United  Sta te s  has  a  l egacy 
commitment to global stability, and that 
poses a particular challenge to the waning 
hegemon as it seeks to fulfill its commitment 
with dwindling resources. The fundamental 
challenge for the United States as it faces 
the future is closing the “Lippmann gap,” 
named for journalist Walter Lippmann. This 
means bringing America’s commitments 
into balance with the resources available to 
support them while creating a surplus of 
power in reserve. To do this, the country 
will need to establish new strategic priorities 
and accept the inevitability that some 
commitments will need to be reduced 
because it no longer can afford them. 

These national imperatives will 
force the United States to craft some 
kind of foreign-policy approach that 
falls under the rubric of “offshore 
balancing”—directing American 
power  and inf luence toward 
maintaining a balance of power in 
key strategic regions of the world. 
This concept—first articulated by 
this writer in a 1997 article in the 
journal International Security—has 
gained increasing attention over the 
past decade or so as other prominent 
geopolitical scholars, including 
John Mearsheimer, Stephen Walt, 
Robert Pape, Barry Posen and 
Andrew Bacevich, have embraced 

this approach. 
Although there are shades of difference 

among proponents of offshore balancing in 
terms of how they define the strategy, all 
of their formulations share core concepts in 
common. First, it assumes the United States 
will have to reduce its presence in some 
regions and develop commitment priorities. 
Europe and the Middle East are viewed as 
less important than they once were, with 
East Asia rising in strategic concern. Second, 
as the United States scales back its military 
presence abroad, other states need to step 
up to the challenge of maintaining stability 
in key regions. Offshore balancing, thus, is a 
strategy of devolving security responsibilities 
to others. Its goal is burden shifting, not 
burden sharing. Only when the United 
States makes clear that it will do less—in 
Europe, for example—will others do more 
to foster stability in their own regions. 

Third, the concept relies on naval and 
air power while eschewing land power 
as much as possible. This is designed 
to maximize America’s comparative 
strategic advantages—standoff, precision-
strike weapons; command-and-control 
capabilities; and superiority in intelligence, 
reconnaissance and surveillance. After all, 
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fighting land wars in Eurasia is not what the 
United States does best. Fourth, the concept 
avoids Wilsonian crusades in foreign policy, 
“nation-building” initiatives and imperial 
impulses. Not only does Washington have 
a long record of failure in such adventures, 
but they are also expensive. In an age of 
domestic austerity, the United States 
cannot afford the luxury of participating 
in overseas engagements that contribute 
little to its security and can actually pose 
added security problems. Finally, offshore 
balancing would reduce the heavy 
American geopolitical footprint caused by 
U.S. boots on the ground in the Middle 
East—the backlash effect of which is to fuel 
Islamic extremism. An over-the-horizon 
U.S. military posture in the region thus 
would reduce the terrorist threat while still 
safeguarding the flow of Persian Gulf oil.

During the next two decades, the 
United States will face some difficult 
choices between bad outcomes and worse 
ones. But such decisions could determine 
whether America will manage a graceful 
decline that conserves as much power 
and global stability as possible. A more 
ominous possibility is a precipitous power 
collapse that reduces U.S. global influence 
dramatically. In any event, Americans will 
have to adjust to the new order, accepting 
the loss of some elements of national life 
they had taken for granted. In an age of 
austerity, national resources will be limited, 
and competition for them will be intense. 
If the country wants to do more at home, 
it will have to do less abroad. It may have 
to choose between attempting to preserve 
American hegemony or repairing the U.S. 
economy and maintaining the country’s 
social safety net. 

The constellation of world power is 
changing, and U.S. grand strategy 

will have to change with it. American elites 
must come to grips with the fact that the 

West does not enjoy a predestined suprem-
acy in international politics that is locked 
into the future for an indeterminate pe-
riod of time. The Euro-Atlantic world had 
a long run of global dominance, but it is 
coming to an end. The future is more likely 
to be shaped by the East.

At the same time, Pax Americana also 
is winding down. The United States can 
manage this relative decline effectively 
over the next couple of decades only if it 
first acknowledges the fundamental reality 
of decline. The problem is that many 
Americans, particularly among the elites, 
have embraced the notion of American 
exceptionalism with such fervor that they 
can’t discern the world transformation 
occurring before their eyes. 

But history moves forward with an 
inexorable force, and it does not stop to 
grant special exemptions to nations based 
on past good works or the restrained exercise 
of power during times of hegemony. So is 
it with the United States. The world has 
changed since those heady days following 
World War II, when the United States 
picked up the mantle of world leadership 
and fashioned a world system durable 
enough to last nearly seventy years. It 
has also changed significantly since those 
remarkable times from 1989 to 1991, when 
the Soviet Union imploded and its ashes 
filled the American consciousness with 
powerful notions of national exceptionalism 
and the infinite unipolar moment of 
everlasting U.S. hegemony.

But most discerning Americans know 
that history never ends, that change 
is always inevitable, that nations and 
civilizations rise and fall, that no era can last 
forever. Now it can be seen that the post–
World War II era, romanticized as it has 
been in the minds of so many Americans, 
is the Old Order—and it is an Old Order 
in crisis, which means it is nearing its end. 
History, as always, is moving forward. n
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I n our common narrative, the modern 
era of global finance—what we call the 
Old Order—begins with the Great De-

pression and New Deal of the 1930s. The 
economic model put in place by President 
Franklin D. Roosevelt and others at the end 
of World War II is seen as a political as well 
as economic break point. But arbitrarily 
selected demarcation points in any human 
timeline can be misleading. The purpose of 
narrative, after all, is to simplify the com-
plex and, over time, to remake the past in 
today’s terms. As we approach any discus-
sion of the Old Order, we must acknowl-
edge that the image of intelligent design in 
public policy is largely an illusion.

There is no question that the world after 
1950 was a reflection of the wants and 
needs of the United States, the victor in 
war and thus the designer of the peacetime 
system of commerce and finance that 
followed. Just as the Roman, Mongol 
and British empires did centuries earlier, 
America made the post–World War II peace 
in its own image. The U.S.-centric model 
enjoyed enormous success due to factors 
such as relatively low inflation, financial 
transactions that respect anonymity, 
an open court system and a relatively 
enlightened foreign policy—all unique 
attributes of the American system.

But the framework of the global financial 
system in the twentieth century and its 
U.S.-centric design were the end results of a 
series of terrible wars—starting, in the case 
of America, with the Civil War. The roots 
of the U.S.-centric financial order that arose 
at the end of World War II extend back 
into the nineteenth century and reflect the 
political response of a very young nation 
to acute problems of employment and 
economic growth—problems that remain 
unresolved today.

From an American perspective, the 
modern era of what we describe as the 
global financial system based upon the U.S. 
dollar begins with Abraham Lincoln, the 
great emancipator who took office in March 
1861 as the American republic stood on the 
verge of dissolution. In those days, “money,” 
as understood by Americans, comprised 
gold and silver coins, foreign currency and 
notes issued by state-chartered banks that 
were convertible into metal, in that order of 
qualitative ranking. 

The state-chartered banks of that era 
relied upon gold coin or specie as a store 
of value and means of exchange with other 
banks. Going back to Andrew Jackson’s 
epic campaign to extinguish the Second 
Bank of the United States in the 1830s, 
state-chartered banks large and small were 
suspicious of Washington and would not 
finance Lincoln’s war. Bankers in New 
York, Boston and London, for example, 
would have been happy to see the North 
and South separate without a war and the 

Christopher Whalen is a senior managing director 
of Tangent Capital Partners in New York City. He 
is the author of Inflated: How Money and Debt Built 
the American Dream (Wiley, 2010).

U.S. Debt Culture 
and the Dollar’s Fate

By Christopher Whalen



U.S. Debt Culture and the Dollar’s Fate 33May/June 2012

continuation of slavery so as not to disturb 
the cotton trade. 

Lincoln tasked Secretary of the Treasury 
Salmon P. Chase to sell Treasury bonds 
and had Congress create national banks to 
buy the debt. The Treasury Department 
suspended convertibility and issued large 
quantities of “greenbacks” in the form of 
paper dollars to pay for the immediate cost 
of fighting the war. By the end of the Civil 
War, the greenback traded down to a fifth 
of face value when measured in gold. Yet 
Lincoln won the war, even in death, because 
the Union outspent the Confederacy using 
the credit afforded by paper money created 
by government fiat. And the Civil War set 
the precedent for Washington to engage 
in massive currency inflation in times of 
exigency and also to develop by fiat new 
platforms for creating financial leverage 
to meet national needs. As Wall Street 
speculator Ray Dalio wrote a century and 
a half later, “Virtually all of what they call 
money is credit (i.e., promises to deliver 
money) rather than money itself.” Lincoln 
used that fact to win the Civil War.

Even without a central bank, from 
the end of the Civil War to the start of 
World War I in 1914, the United States 
saw powerful economic growth. So strong 
was demand for a means of exchange that 
the much-abused greenback dollar traded 
back to par value against gold by the time 
President Ulysses S. Grant officially restored 
convertibility at the end of his term. The 
public remained highly skeptical of paper 
money or other promissory notes, with 
good reason. As Mark Twain immortalized 
in Pudd’nhead Wilson, Roxy lost the savings 

accumulated from eight years of labor as 
a riverboat servant when her bank failed. 
Roxy concluded that “hard work and 
economy” were insufficient to make her 
secure and independent. 

By the turn of the twentieth century, 
many Americans had adopted a view similar 
to Roxy’s, which differed significantly from 
the rugged, self-reliant individualism of 
American pioneer mythology. Decades of 
financial crises tempered the independent, 
hard-money views of Americans. Growing 
urban populations worried about jobs and 
opportunity, while farmers, businesses and 
even conservative state-chartered banks 
fretted about access to credit. The solution 
that emerged was not the free market but 
increasingly the collective credit of the 
federal government in Washington.

By 1913, when the banking industry 
and progressive forces in Congress created 
the Federal Reserve System, America had 
been through several more financial and 
economic crashes, leaving bankers even 
more disposed to a government-sponsored 
entity (gse) rescuing them from the harsh 
discipline of “market forces,” to recall the 
words of South Carolina’s Democratic 
senator Ernest Hollings. The private 
clearinghouse system developed in major 
U.S. cities during the nineteenth century 
was inadequate to provide liquidity in times 
of market upheaval. Thus twelve Federal 
Reserve banks were created to support 
the liquidity needs of banks and, in a big-
picture sense, provide another layer of 
financial leverage on top of national banks 
to support the funding needs of the U.S. 
economy. 

The framework of the global financial system in the twentieth 
century and its U.S.-centric design were the end results of a series of 
terrible wars—starting, in the case of America, with the Civil War. 
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Yet, even after the Fed’s establishment, 
the U.S. economy continued to labor 
under the weight of deflation and slack 
demand. In that sense, the First World War 
was the first true watershed for America’s 
economic narrative; it forced Americans 
to look outward for growth and financial 
interaction with foreign states as a single 

nation. Public sentiment was split between 
sympathy for the British, French and 
Belgian forces, on the one hand, and for 
the Central powers led by Germany on 
the other. But all Americans welcomed the 
vast demand for goods and services as a 
relief from years of price deflation on the 
farm and slack job growth in urban markets 
driven by the adoption of new technology 
and imports from Europe. Allan Nevins and 
Henry Steele Commager wrote, “Economic 
considerations re-enforced sentimental and 
political ones.” 

The gradual  American economic 
mobilization to support the Allies in 
World War I not only marked a growing 
willingness of Americans to engage in 
foreign intervention overseas but also saw 
a vast transfer of wealth from Europe to the 

former colonies as a large portion of the 
Continent’s gold was sent to America to 
pay for the war. U.S. banks and eventually 
the Fed also provided financing for Allied 
purchases, which grew to a great torrent of 
raw materials and finished goods. So vast 
were the financial flows in the early days 
of World War I that J.P. Morgan could not 

manage the dollar-sterling transactions. At 
first, commercial paper issued by British 
banks could not be discounted with the 
Fed. The Federal Reserve Bank of New 
York stepped in, however, and effectively 
subsidized the British pound exchange rate 
when the Bank of England exhausted its 
gold reserves. 

Victory bonds were sold widely to 
Americans to finance the war and manage 
domestic demand, thereby also socializing 
the idea of investing by individuals. A 
number of new gses were created to fund 
and manage the American war effort via 
the issuance of debt. Compared to the 
neoliberal orthodoxy of today, there was 
little fretting over market forces during 
World War I. Jobs and inflation were the 
top issues. Wage and price controls and 
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other authoritarian mechanisms were 
employed by Washington without apology 
to limit cost increases because wages were 
constrained. The American farm sector 
recovered from years in the doldrums as 
global demand for cotton, grains and meat 
soared, pushing up domestic prices as well. 
By 1917, when the United States entered 
the war militarily on the Allied side, the 
American economy was running better 
than it had in many decades. The following 
year, however, when the debt available to 
the Allies dried up and exports to Europe 
slowed, the U.S. economy quickly faded 
as well. By 1919, the United States was 
entering a serious economic slump. 

After World War I, America descended 
into a period of isolation and uneven 
economic circumstances presided over by the 
dominant Republican Party, which rejected 
U.S. involvement in world affairs and 
promptly raised tariffs to protect Americans 
from cheap imports. When Congress 
enacted Smoot-Hawley eight years later, the 
increase in tariffs was marginal compared 
with earlier increases in import taxes. But no 
amount of tariff protection could shield U.S. 
workers and industries from the impact of 
technological changes such as electricity and 
the growing use of machines. 

The return to “normalcy” promised 
by President Warren Harding meant an 
environment where large corporations 
and banks  prowled the  economic 
landscape unhindered, and the federal 
government largely withdrew from the 
economy, compared with the policies of 
Teddy Roosevelt and Woodrow Wilson. 
The Fed played a relatively marginal role 
in the post–World War I period and did 
little to alleviate the economic stagnation 
that affected much of America’s rural 
areas. Urban workers had employment, 
but wages remained stagnant even as the 
concentration of wealth in the United States 
increased dramatically. 

While a large part of the real economy 
suffered during the post–World War I 
period, speculation in real estate and on 
Wall Street grew through the 1920s. With 
it came financial fraud. The party ended, 
though, with the landmark 1925 Supreme 
Court decision written by Louis Brandeis in 
Benedict v. Ratner, which set a new standard 
for collateralized borrowing. The Brandeis 
decision, which ruled that the failure to 
specify the collateral was “fraud on its 
face,” arguably helped cause the great crash 
of 1929 because it effectively shut down 
the Wall Street sausage machine, cutting 
liquidity to the market. 

The great Wall Street crash of 1929 
completed the process of speculative boom 
and bust that made the market collapses 
and currency crises of the previous half 
century pale by comparison. John Kenneth 
Galbraith noted in The Great Crash of 1929 
that Americans displayed “an inordinate 
desire to get rich quickly with a minimum 
of physical effort.” As a chronicler of the 
Great Depression, Galbraith describes the 
run-up to the Wall Street crash, including 
the real-estate mania in Florida in the mid-
1920s. Few today recall that the precursor 
to the Great Depression was a real-estate 
bubble in the mid-1920s, an eerie parallel 
to the real-estate boom and bust of the 
2000s. But in each case, it was the supply 
of credit in the form of debt that drove the 
boom and eventual bust in the economy. 

In the wake of the financial and social 
catastrophe that followed the 1929 crash, 

the Franklin D. Roosevelt administration 
responded with government and more gov-
ernment. Whatever the laissez-faire excesses 
of the era of Republican rule in the 1920s, 
the New Deal Democrats lurched in the 
opposite direction. Historian Arthur M. 
Schlesinger Jr. noted that “whether revolu-
tion was a real possibility or not, faith in a 
free system was plainly waning.”
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Roosevelt launched a campaign of 
vilification and intimidation against private 
business, a terrible but probably deliberate 
blunder that worsened the Depression 
and drove the formation of private debt 
capital in the United States to zero by the 
mid-1930s. Economist Irving Fisher notes 
in his celebrated 1933 essay, “The Debt-
Deflation Theory of Great Depressions,” 
that fdr’s reflation efforts did help to 
avoid catastrophic price deflation, but he 
also blames Roosevelt for prolonging the 
Depression. The man Milton Friedman 
called America’s greatest economist wrote:

In fact, under President Hoover, recovery was 
apparently well started by the Federal Reserve 
open-market purchases, which revived prices 
and business from May to September 1932. 
The efforts were not kept up and recovery was 
stopped by various circumstances, including 
the political “campaign of fear.”

The Second World War and the new 
debt used to fund it ultimately rescued 
the United States from fdr’s economic 
mismanagement. The mobilization to meet 
the needs of the conflict quickly soaked 
up the excess workforce, either in terms 
of conscription or war industries, which 
were organized in a centralized fashion, as 
had been the case in World War I under 
production czar Herbert Hoover. The 
Fed played a secondary role in financing 
the New Deal and America’s military 
effort in World War II. By contrast, the 
Reconstruction Finance Corporation (rfc) 
under Jesse Jones took the lead as the 
government’s merchant bank and provided 
the financial muscle to fund government 
programs by issuing its own debt. 

At the end of World War II, Britain was 
broke, and its leaders worried openly that 
the United States would take advantage of 
its parlous financial position in the postwar 
era. In geopolitical terms, the war was the 

handoff of imperial responsibility from 
London to Washington. During World 
War II, Britain liquidated $1 billion in 
overseas investments and took on another 
$3 billion in debt, much of which would 
be rescheduled and eventually forgiven. 
But when the British, Americans and other 
Allies met at Bretton Woods at the war’s 
end, the objective was to stimulate growth 
and thereby avoid another global war. The 
key decision taken at that meeting, which 
set the pattern for the post–World War II 
financial order, was equating the fiat paper 
dollar with gold. 

When fdr confiscated public gold 
holdings in 1933 and devalued the 
dollar, the rfc and not the Fed was the 
instrument of government action. Jones 
took delight in having the Fed of New York 
execute open-market purchases of gold on 
behalf of the rfc. Together with giants like 
Leo Crowley—who organized the Federal 
Deposit Insurance Corporation (fdic), ran 
the “lend-lease” operation in World War 
II and managed two reelection campaigns 
for fdr—Jones restructured the American 
economy and then financed the war’s 
industrial effort with massive amounts of 
debt. 

Besides the rfc, many other parastatal 
entities were created before, during and 
after the Depression and war years that 
were modeled after the experiments of 
fascist European nations. These included 
the Federal Housing Administration, 
the Federal Home Loan Banks, Fannie 
Mae, the Export-Import Bank, the fdic, 
the World Bank and the International 
Monetary Fund. All of these gses were 
designed to support economic growth 
via the issuance of debt atop a small 
foundation of capital—capital that was not 
in the form of gold but in the form of fiat 
greenback dollars and U.S. government 
debt. 

Most industrial nations had backed away 
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from gold convertibility by the 
1950s, but the metal was still the 
symbolic unit of account in terms 
of national payments and private 
commercial transactions. By 
stating explicitly that the dollar 
was essentially interchangeable 
with gold, Bretton Woods vastly 
increased the global monetary 
base  and created pol i t ica l 
poss ibi l i t ies  for  promoting 
economic growth that would not 
have been otherwise possible. 
Just as Lincoln used a vast 
expansion of the money supply 
and the issuance of debt to fund 
the Civil War, the cost of which 
approximated the U.S. gross 
national product of that era, the 
United States and Allied victors 
after World War II built the 
foundation of prosperity on old-
fashioned money (gold) and debt 
(paper dollars). Civil War–era 
greenbacks originally bore interest to help 
make these “notes,” which were not backed 
by gold, more attractive to the public. But 
by 1945, the paper dollar had become de 
facto money for the entire world—one of 
many legacies of war. 

Multilateral gses such as the World Bank 
and imf fueled growth in the emerging 
world, while U.S. domestic growth in 
defense spending and later housing was 
driven by a growing number of domestic 
gses. “Created to rebuild Western Europe, 
the World Bank soon was eclipsed by 
the Marshall Plan and its appendages as 
West European capital markets recovered,” 
notes author and journalist Sol Sanders. 
“Looking for new fields to conquer, it 
turned to what then were unambiguously 
called undeveloped countries, entering 
its golden age under Eugene Black 
(1949–1963), a former Wall Street bond 
salesman.”

Carried by the demographic tsunami 
known as the baby boom, created when 
the “greatest generation” returned from 
the war, the U.S. economy fueled the 
rebuilding of European and Asian nations. 
The Marshall Plan supported growth in 
Europe while loans from the World Bank 
and imf supported nations around the 
globe with everything from infrastructure 
loans to social-welfare schemes to explicit 
balance-of-payments financing—the latter 
something John Maynard Keynes would 
have condemned in a loud voice. Hardly a 
free trader, Keynes wrote in 1933: 

I sympathize, therefore, with those who would 
minimize, rather than with those who would 
maximize, economic entanglement among na-
tions. Ideas, knowledge, science, hospitality, 
travel—these are the things which should of 
their nature be international. But let goods be 
homespun whenever it is reasonably and con-
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veniently possible, and, above all, let finance be 
primarily national.

Based on the dollar as the common 
currency of the free world, in the era known 
as the Cold War, the United States led a 
marathon of economic stamina against 
the Warsaw Pact nations. Loans to nations 
of all sizes and descriptions fueled global 
growth and also supported the geopolitical 
objective of blocking the military expansion 
of the Soviet Union. Developing nations 
such as Mexico, Brazil and India became 
clients of the World Bank and imf through 
large loans, causing periodic political and 
economic crises and currency devaluations 
as the world reached the 1970s. 

When the Berlin Wall fell in 1989, it was 
not from force of arms by the nato alliance 
but the weight of spending and debt by the 
U.S. defense-industrial and multilateral-aid 
complex. As in World War II, the ability 
of America to outmatch the foe in terms 
of logistics and sheer weight of money—
that is, credit—won the day over often-
superior weapons and military forces. But 
while the United States won the Cold War 
in a geostrategic sense, the economic cost 
mounted enormously in terms of decades 
of debt issuance, accommodative monetary 
policy and extremely generous free-trade 
policies. Consumers felt the wasting effect 
of steady inflation, and the impact on 
American free-market values was corrosive 
in the extreme. Recalling the allegory in 
George Orwell’s Animal Farm, all the 
politicians in Washington, regardless of 
affiliation, became pigs. In the 1970s, when 
Washington tried to manage the economy 

via price controls, “this initiative was not 
the handiwork of left-wing liberals but 
of the administration of Richard Nixon,” 
wrote Daniel Yergin and Joseph Stanislaw, 
“a moderately conservative Republican who 
was a critic of government intervention in 
the economy.”

Through the 1970s and 1980s, as core 
industries were stripped out of the United 
States and moved offshore, lost jobs were 
replaced with domestic-oriented service 
industries. Chief among these was housing, 
a necessary and popular area of economic 
activity that supports employment but does 
not create any national wealth. The first 
surge in real-estate prices, which was again 
driven by the demographic force of the 
baby boom, ended with the savings-and-
loan crisis of the late 1980s. Several of the 
largest U.S. banks tottered on the brink of 
failure in the early 1990s. But these crises 
only presaged the subprime meltdown of 
the 2000s. 

As domestic growth slowed and inflation 
reared its ugly head, Americans for the first 
time since the years following World War II 
began to feel constrained by debt and a lack 
of opportunity. But instead of succumbing 
to the constraints of current income, 
Americans substituted ever-increasing 
amounts of debt in order to maintain 
national living standards. Through the 
1990s and 2000s, the United States used a 
toxic combination of debt and easy-money 
policy to maintain growth levels while a 
politically cowed, “independent” central 
bank pushed interest rates lower and lower 
to pursue the twin goals of full employment 
and price stability. Under Chairman Alan 

In the wake of the financial and social catastrophe that followed 
the 1929 crash, the Franklin D. Roosevelt administration 

responded with government and more government. 
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Greenspan, the Fed kept the party going in 
terms of nominal growth, even if American 
consumers actually lost ground in terms of 
wages and inflation, proof that the Fed’s 
dual mandate to foster both employment 
and stable prices is impossibly conflicted. 

The use of debt to bid up the prices 
of residential real estate from the late 
1990s through 2007 is yet another 
example of the determinative impact of 
demographics on the economic narrative. 
Federal spending financed with debt 
started to grow dramatically in the 1980s, 
while mandates for future social-welfare 
benefits likewise began to soar. Domestic 
industries continued to lose ground to 
imports, which were encouraged through 
now-institutionalized free-trade policies to 
preserve the myth of low domestic inflation 
for consumers. 

As the debt dependence of the United 
States grew from the 1980s onward, the 
rest of the world benefited from the steady 
demand for goods and services needed to 
satiate American consumers. So long as 
America was willing to incur debt to buy 
foreign goods, the global financial system 
functioned via a transfer of wealth from 
the now-developed U.S. economy to the 
less developed nations of the world. And 
to a large extent, the model worked. Today, 
India, Mexico and Brazil have all repaid 
their once-problematic foreign debts, 
leaving agencies such as the World Bank and 
imf seemingly out of a job. The question 
remains how to turn the success of the new 
world as an export-oriented platform into 
a stable, competitive marketplace among 
global industries and nations. 

In a December 2011 comment in Project 
Syndicate, Mohamed El-Erian of pimco 

wrote:

A new economic order is taking shape before 
our eyes, and it is one that includes accelerated 

convergence between the old Western powers 
and the emerging world’s major new players. 
But the forces driving this convergence have 
little to do with what generations of economists 
envisaged when they pointed out the inadequa-
cy of the old order; and these forces’ implica-
tions may be equally unsettling.

El-Erian points to a most troubling aspect 
of considering the state of the Old Order 
in global finance—namely, that much of it 
was a function of war, demographics and 
other factors far removed from the minds of 
today’s world leaders. Whereas after World 
War II there was a strong international 
consensus behind coordinated government 
planning when it came to global finance, 
today the resurgence of neoliberal thinking 
makes such concerted action unlikely. At 
the time of Bretton Woods, respected icons 
of the Old Order like Henry Morgenthau 
called publicly for government control of 
the financial markets; today, such views 
would be ridiculed as retrograde. 

Yet even now, the blessed age of 
globalization—including support for free 
markets and free trade—may be receding 
after decades of torrid economic expansion 
around the globe driven by easy money 
and debt. “The aging of the baby boom 
will redirect spending toward domestically 
provided services and away from foreign 
supplied gadgetry,” one senior U.S. official 
said in comments for this article. “The same 
is true in other industrial countries. Export-
led growth is overrated.”

With the subprime-mortgage crisis 
in the United States since 2007 and the 
subsequent collapse of the eu nations into a 
financial meltdown, the dollar remains the 
only currency in the world that investors 
trust as a means of exchange, despite 
America’s massive public debt. Even though 
the Old Order built around the dollar is in 
the process of disintegrating, there is simply 
no obvious alternative to the greenback as a 
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means of exchange in the global economy, 
at least for now. As my friend and mentor 
David Kotok of Cumberland Advisors likes 
to say, “Being the reserve currency is not a 
job you ask for. It finds you.” 

In any event, asking whether the dollar 
will remain the global reserve currency may 
be the wrong question. In practical terms, 

neither the euro nor any other currency is 
large enough to handle even a small fraction 
of global payments. The global energy 
market, for example, is too large for any 
currency other than the dollar to handle. 

Furthermore, there are strong political 
reasons for the dollar’s preeminence. Far 
more solvent but also authoritarian nations 
such as Russia and China just don’t have 
the right combination of attributes to make 
their currencies a globally accepted means 
of exchange, much less a store of value. This 
fact still makes America the most attractive 

venue in the world for global commerce—
and, yes, capital flight, albeit not a long-
term store of value. But in order for the 
dollar to retain this privileged position, a 
great deal depends upon the United States 
turning away from years of ever-expanding 
government, ever-expanding debt and an 
ever-expanding money supply. 

One of the great fallacies after World 
War II was that government needed to 
continue spending and borrowing in 
order to save the Allies from economic 
disaster, an offshoot of the Keynesian 
line of reasoning regarding state 
intervention in the economy. While 
choosing to rebuild the productive 
capacity of the world’s industrial states 
following the war was clearly the right 
policy up to a point, the resulting 
governmental expansion in all aspects of 
the U.S. domestic economy has sapped 
the long-term prospects of the world’s 
greatest market—and hence the global 
financial system.

Now the price has come due. Keynes 
and the other leading thinkers of the 
post–World War II era championed 
this leading role of government in 
economic affairs, but all ignored the 
fundamental truth that production 
and purchasing power are two entirely 
different things. Keynes believed, 
falsely, that purchasing power had to 

be kept high via government spending to 
support real production. But, as American 
economist Benjamin M. Anderson noted, 
“The prevailing view among economists . . . 
has long been that purchasing power grows 
out of production.”

Jobs created via productive economic 
activity increase the overall pool of wealth, 
but artificially augmenting consumer 
activity via government spending or 
monetary expansion merely slices the 
existing economic pie into ever-smaller 
pieces. Governments can use fiscal and 
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monetary policy to encourage growth on 
the margins, but substituting debt-fueled 
public-sector spending or easy-money 
policies for basic economic activity is 
dishonest politically and madness in 
economic terms. Yet this is precisely 
the path championed by Keynes and 
recommended by most economists today. 
“We do not have to keep pouring more 
money into the spending stream through 
endless Government deficits,” argued 
economist and writer Henry Hazlitt in a 
1945 editorial in the New York Times. “That 
is not the way to sound prosperity, but the 
way to uncontrolled inflation.” After living 
through almost a century of Keynesian-
fueled boom and bust, the admonition 
of Hazlitt and other members of the free-
market school is one that we would do well 
to heed today.

But it won’t be easy. As Friedrich Hayek 
wrote on this subject:

I do not think it an exaggeration to say that it 
is wholly impossible for a central bank subject 
to political control, or even exposed to serious 
political pressure, to regulate the quantity of 
money in a way conducive to a smoothly func-
tioning market order. A good money, like good 
law, must operate without regard to the effects 
that decisions of the issuer will have on known 
groups or individuals. A benevolent dictator 
might conceivably disregard these effects; no 
democratic government dependent on a num-
ber of special interests can possibly do so.

Hayek’s observation really gets to the fun-
damental issue facing Americans—namely, 
that changing course after almost seven de-

cades of economic indulgence following 
wwii will be a domestic political challenge 
of the first order. Limiting public spending 
and monetary policy may ultimately force 
a political change in America in much the 
same way that Germany is now imposing 
fiscal austerity on the peripheral states of 
the eu via entirely nondemocratic means.

I f America can restrain its libertine im-
pulses and get its fiscal house in order, 

the reality of an open, free-market, demo-
cratic system will continue to make the 
dollar among the most desirable asset classes 
in the world. But perhaps the real question 
is whether America will remain a free, open 
and democratic society in an environment 
of lower economic growth and expectations. 
After seven decades of using debt and infla-
tion to pull future jobs and growth into the 
present, the prospect of less opportunity 
raises the specter of domestic political tur-
moil in the United States and other nations. 
Internationally, the result could be turmoil 
and war. This is not merely a short-run 
political challenge for Washington but ulti-
mately threatens to challenge the self-image 
of American society. How will Americans 
react to seeing their children facing declin-
ing prospects for employment and home 
ownership? 

That in turn raises a question of whether 
declining living standards in the United 
States could eventually force a geopolitical 
withdrawal by Americans from the world 
stage. Allied nations from the uk to Israel 
to South Korea and Japan may soon see an 
end to unconditional American military 
and economic support.

The reason that the dollar is the currency of choice in 
the free world is because of the American political system, 

not just economic or foreign-policy considerations. 
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America remains a very young, fluid 
country that is still trying to figure out 
its place in the world. While one hopes 
that the ethic of open borders and open 
markets that helped the world recover from 
World War II continues, Americans will 
be under great pressure in coming years 
to turn inward and may eventually revisit 
protectionist and interventionist policies 
if economic pressures become sufficiently 
acute. It has happened before. 

But there is still plenty of room for hope 
and perhaps even optimism about the shape 
of things to come. One key component 
of the new international order may be a 
mechanism to help overly indebted, mature 
societies in the United States and eu make 
the adjustment process in the same way 
that the emerging debtor nations of the 
1980s have become engines of growth 
today. By giving the other nations of the 
world greater responsibility in managing 
the global financial system, we may be able 
to hasten the day when all nations trade 
in a global clearinghouse system based 
on the competitive position of each. The 
notion of a global currency is attractive in 
theory and goes back to some of the ideas 
of Keynes and others at Bretton Woods. 
But it remains to be seen if investors want 
to embrace an ersatz global currency that is 
not connected to a dominant nation. 

The reason that the dollar is the currency 
of choice in the free world is because of 
the American political system, not just 
economic or foreign-policy considerations. 
If that open system remains intact, the role 
of the dollar in the global financial system is 
unlikely to change. As I wrote in my 2010 
book Inflated, if Americans gradually deal 
with the explosion of government in the 
post–New Deal era and steer the economic 
course back toward a more responsible fiscal 

formulation focused on individual rights 
and responsibilities, our future is quite 
bright. In that event, the dollar is likely to 
remain the center of the global financial 
system for some time to come.

But should America’s political leaders 
continue to embrace the policies of 
borrow and spend championed by 
Paul Krugman and other mainstream 
economists ,  the  l ike l ihood i s  that 
Washington will not be able to preserve 
the dollar’s special role. Just as nations 
cannot substitute inflation and debt 
for true production and employment 
without slowly destroying the underlying 
purchas ing power of  their  people , 
America cannot continue to play a 
leading geopolitical role in the world if 
its domestic economy falters. And there 
seem to be few alternatives to the United 
States.

As America comes to accept that 
there are real limits on its economic and 
military power, the leading role of the 
dollar in the global economy eventually 
may have to end. In that event, the world 
will face a future with no single nation 
acting as the guarantor of global security 
and economic stability. Instead, we may 
see a world with many roughly equal 
nations competing for a finite supply 
of global trade and economic resources, 
precisely the situation that prevailed 
prior to World War I. The choice facing 
all societies going back to the Greeks, 
Romans, the British Empire and now 
America seems to lie between using 
inflation and debt to stimulate economic 
growth when real production proves 
inadequate and turning to war to create 
growth at the expense of others. Finding 
a way to avoid these two extremes is now 
the chief concern. n
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E urope’s debt crisis is threatening a 
political order that has been built up 
over the course of more than a half 

century. It is still entirely possible—indeed 
likely—that the European single currency 
will not survive the crisis. Angela Merkel, 
the German chancellor, has predicted that 
if the euro collapses, the European Union 
will crumble with it. The destruction of the 
eu would, in turn, remove the organization 
around which postwar European politics 
has been constructed.

Even if both the eu and the single 
currency survive, the current crisis is likely to 
extract an economic and political price that 
makes a mockery of many of the original 
hopes invested in the European Union. 
The founding fathers of the eu—men such 
as Jean Monnet and Robert Schuman—
built their project around a brilliant and 
simple proposition. The purpose of the 
European project when it got going in the 
1950s was explicitly political. The idea was 
to move Europe beyond the terrible wars 
that had disfigured the Continent during 
the first half of the twentieth century. But, 
while the goal was political, the means 
were economic. The founding fathers 
aimed to build a new Europe by initially 
concentrating on small, practical steps that 
brought tangible economic benefits. The 
idea was that economic cooperation would 

create shared prosperity and foster the habit 
of cooperation. The old national rivalries 
would be replaced by a win-win logic built 
around economic integration. As Europeans 
got used to working together and saw the 
benefits, further and bolder steps could be 
taken toward the “ever closer union” spoken 
of in the 1957 Treaty of Rome.

For more than fifty years, this vision 
worked beautifully. Europe prospered and 
grew—and hugely expanded its powers. By 
2007, the year before the financial crisis 
hit, the European Union encompassed 
twenty-seven members. The simple coal-
and-steel community of the 1950s had been 
transformed into a European Union with a 
single market, a single currency, common 
borders, and a common foreign and security 
policy.

Then came the global financial crisis. 
A sharp economic downturn in Europe 
exposed important weaknesses within the 
Union. Above all, it became clear that 
many countries had been running up 
unsustainable debts. In the new economic 
climate, Greece, Portugal and Ireland 
proved unable to fund themselves through 
the markets and had to apply for bailouts 
from the rest of the European Union. 
The borrowing costs of Italy and Spain 
soared, raising the prospect that they too 
might have to apply for financial help. 
Given the size of the Italian and Spanish 
economies and the level of their debts, 
bailouts for Italy and Spain might simply be 
unaffordable for the rest of Europe.

Gideon Rachman is the chief foreign-affairs 
columnist at the Financial Times and author of 
Zero-Sum Future (Simon & Schuster, 2011).
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The debt crisis within the European 
Union is a lot more than a transient 
economic difficulty. In fact, it directly 
threatens the underlying logic of the 
European project. In good times, building 
Europe was all about creating a win-win 
dynamic based on sharing the fruits of 
prosperity. But in bad economic times, 
this positive logic has gone into reverse. 
Rather than sharing the gains of prosperity, 
Europeans are now arguing about who 
should bear the losses associated with 
recession and the debt crisis. Win-win logic 
has been replaced by zero-sum logic in 
which one country’s gain is another’s loss.

The political consequences of this have 
been dire. A European project created 
to bring nations together is now driving 
them apart. There is real bitterness in 
Germany at the idea that hardworking 
German taxpayers are having to subsidize 
the bankrupt economies of southern 
Europe. Semiracist stereotypes about lazy 
Greeks and law-breaking Italians are now 
common currency in the German press. 
These insults are being repaid with interest 
(unlike Greek bonds). In much of southern 
Europe, there is an explicit sense that the 
domineering German is back. Wartime 
images that the European Union was meant 
to have consigned safely to history are now 
bandied about again. Angela Merkel has 
been portrayed in Nazi uniform in cartoons 
in the Greek papers, and Nazi-era references 
are also rife in Italy and Spain.

To understand how all this is likely to 
develop, it is important to make an ac-

curate diagnosis of the origins of the crisis. 

Part of the problem is that the much-vaunt-
ed “European social model” is costly—and 
becoming more so as the population ages. 
The increase in debt and the fall in tax 
revenues, caused by the financial crisis and 
the resulting loss of investor confidence, 
exposed many dormant weaknesses of Euro-
pean welfare states.

But what might have been a series of 
national crises has become a European-
wide crisis because of the existence of the 
European single currency. In retrospect, 
the decision to create the euro—made in 
the early 1990s and brought to fruition in 
2001—was a fateful one.

The euro was swiftly and correctly 
recognized as the most dramatic single step 
yet taken toward European unity. As with 
the foundation of the original European 
project in the 1950s, the motive was 
primarily political. The fall of the Berlin 
Wall and the reunification of Germany 
had altered the balance of power within 
Western Europe—and revived British 
and French fears of German power. 
Initially, the leaders of both Britain and 
France, Margaret Thatcher and Francois 
Mitterrand, sought to block German 
unification. When it became clear that 
this wasn’t possible, the French threw their 
weight behind the idea of a European 
single currency (an idea Thatcher strongly 
opposed). Both the French and German 
leaders at the time—strongly backed by 
Jacques Delors, the powerful president of 
the European Commission—argued that 
the solution to the new “German problem” 
was to bind Germany even more tightly 
into Europe, thus negating any prospect 

In domestic politics across Europe, leaders are experiencing 
a backlash against the European project and the further 

sacrifices of national sovereignty it is demanding.
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that a powerful reunified Germany could 
become troublesome on the Continent. The 
means to do this was the creation of the 
European single currency.

Today, now that the euro is in deep 
trouble, there are many in Germany who 
argue that their country was essentially 
forced to give up its beloved Deutsche 
mark as the “price for unity.” But this is 
a misreading of history. In fact, some of 
the most articulate and impassioned 
advocates of the European single-
currency project were German 
statesmen such as Chancellor 
Helmut Kohl and Joschka Fischer, 
Germany’s  fo re ign  min i s t e r 
and author of the famous 2000 
Humboldt speech extolling political 
union in Europe.

Even as the European single 
currency was being dreamed up 
and launched, skeptical economists 
warned that the European Union 
was not an “optimal currency 
area.” They argued that levels 
of productivity and indebtedness 
within Europe differed too widely. 
As a result, they maintained, 
relatively unproductive countries, deprived 
of the chance to devalue or inflate their 
debts away, might find themselves in an 
economic trap. More broadly, many 
Euroskeptics noted that there had never 
been an example of a successful and durable 
currency union that was not backed up by 
a political union—otherwise known as a 
nation.

The response to this Euroskeptic 
critique was threefold. First, many pro-
euro economists argued that the very 
creation of the euro would foster economic 
convergence—creating an optimal currency 
area. Second, on the political front, some 
argued that a common currency could 
work without a political union on the 
basis of the rules and regulations of the 

Maastricht Treaty, drafted and signed in the 
Netherlands in the early 1990s. Third, some 
committed European federalists argued that 
political union would prove irresistible in 
due course. The mere existence of a single 
currency, they averred, would foster the 
expansive federal-budget growth and 
fiscal transfers within the eu that would 
be necessary to make the single currency 
work over the long term. This was how 

the European project had always worked 
in the past—with one step toward unity 
provoking the next. As Javier Solana, the 
eu’s foreign-policy chief, once colorfully 
put it in conversation with me: “Our 
philosophy in Europe is, ‘Jump in the pool, 
there is always water there.’”

It is tempting to respond that, in the 
current crisis, Europe has discovered that 
somebody forgot to fill up the pool. In 
reality, the Euroskeptic analysis of the flaws 
of the European single-currency project has 
proved to be much more accurate than the 
predictions of those who created the euro.

The single currency has not, in fact, 
fostered the economic convergence needed 
to make it work well. On the contrary, 
as Germany acted to restrain wages and 
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public spending in the first years of the 
new century, countries in southern Europe 
went on a spending splurge: the minimum 
wage doubled in Greece over the course of 
a decade; Spain experienced a wild housing 
boom; and Italy’s national debt shot 
back up toward 120 percent of gdp. The 
result was that, by the time the economic 
and financial crisis hit in late 2008, the 
supercompetitive German economy was 
booming—while many of the economies 
of southern Europe were structurally 
uncompetitive.

The political assumptions behind the 
creation of the European single currency 
have also failed to be realized. The rules 
and regulations meant to ensure the 
smooth operation of the euro were swiftly 
violated. In particular, the Stability and 
Growth Pact, designed to prevent countries 
from running excessive budget deficits by 
threatening them with automatic fines, 
was essentially junked in 2003, when it 
became clear that France, Germany, Italy 
and Portugal all faced fines. Rather than 
the euro leading to deeper political union, 
it became apparent that European leaders 

were unable and unwilling to live with even 
the minimal common budgetary rules they 
had created.

European federalists argue the game is far 
from over. In Brussels, it is common to note 
that European unity has only advanced in 
moments of crisis. According to this theory, 
the current debt imbroglio within the euro 
area is finally forcing European countries to 
take decisive steps toward political union. 
The agreement of a new fiscal pact at a 
Brussels summit earlier this year is cited 
as evidence that the drive toward political 
union has resumed under the pressure of 
the crisis. The pact once again commits 
European nations to balancing their 
budgets, under pain of fines. But this time, 
the necessary provisions are to be written 
into domestic law—and to be policed much 
more efficiently by the European Union. 

Believers in “ever closer union” argue the 
steps outlined in the fiscal pact are just 
the beginning. Over the next decade, 
they hope and believe Europe will finally 
agree to the issuance of common debt—
otherwise known as Eurobonds. In 
return for agreeing to this step, the most 

powerful economies in Europe—
particularly Germany—would 
demand decisive steps toward 
political union. In effect, the 
likes of Greece and Italy would 
trade sovereign control over their 
national budgets for the full 
backing of Germany’s economic 
might.

It could happen. But it seems 
very unlikely. This federalist 
analysis of how Europe will 
escape its debt crisis through 
the creation of a political 
union repeats and magnifies 
the original error made in the 
development of the European 
single currency. This mistake 
is to underestimate grievously 
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the strength of national identity in the 
countries that make up the European single 
currency. Under economic and political 
pressure, these nationalist sentiments are 
actually rising—making it harder and 
harder for European politicians to agree to 
profound steps toward political union.

In domestic politics across Europe—in 
both creditor and debtor nations—leaders 
are experiencing a backlash against the 
European project and the further sacrifices 
of national sovereignty it is demanding. 
In Greece, parties of the Far Left and the 
nationalist Right have been gaining ground 
at the expense of the mainstream parties 
that led the country into its current parlous 
state. Even in Spain, where mainstream 
centrist parties continue to hold power, the 
traditionally pro-European Popular Party, 
now that it is in government, is taking 
an increasingly defiant attitude toward 
the budgetary strictures emanating from 
Brussels.

The trend toward less “pro-European” 
national politics is also visible in the 
creditor countries—those mainly northern 
European nations that have been called 
upon to bail out the southern Europeans. 
In the Netherlands, polls indicate a slump 
in support for the traditional mainstream, 
pro-European parties and a surge in support 
for the much more Euroskeptic parties of 
the Far Left and Far Right. This is hardly 
surprising, given that the Netherlands is 
under pressure to cut its own budget—
even as it comes to the financial aid of 
Greece, Portugal and the others. In Finland, 
the nationalist True Finns have exerted 
enormous pressure on the government to 
take a hard line in European negotiations. 

And in Germany—which is central to any 
resolution of the crisis—the government is 
very wary of committing itself to further 
bailouts or Eurobonds. Despite coming 
under intense international pressure to 
concede on these issues—from the United 

States as well as from the rest of Europe 
and the imf—the Merkel government 
knows it is vulnerable to a public backlash, 
as well as to a challenge in Germany’s 
constitutional court. It turns out that 
German taxpayers, who were willing to pay 
huge subsidies to support the reconstruction 
of eastern Germany, are much less willing 
to subsidize Greeks or Italians. It is not 
just that southern Europeans are not fellow 
countrymen. It is also that there is no way 
of ensuring the German taxpayers’ money 
is spent properly. When a leaked German 
paper suggested that Greek economic and 
budgetary reforms should be overseen by 
a supervisor from Brussels (or Berlin), 
the very idea provoked an angry political 
backlash in Greece.

In this negative political climate, it is 
entirely likely that Europe’s new fiscal pact 
will not be ratified and will never come 
into force. Even if it does, many economists 
regard it as ineffective and possibly 
counterproductive. The hopes of European 
federalists that it will be the foundation for 
a much deeper political union also seem 
delusory and utopian, given the backlash 
against the whole European project across 
the eu.

I f European political union is not a prac-
tical way out of this crisis, what is likely 

to happen? Two possible futures beckon. 
The first is that, like an unhappy marriage, 
the union persists—even though it is clear-
ly not working. In this scenario, south-
ern Europe undergoes years of austerity, 
which drives the economies of countries like 
Greece, Spain and Italy into a depression. 
While there can be no doubt that all three 
countries might ultimately benefit from the 
labor- and product-market reforms being 
forced through, the transition to a new 
economy could be long and painful. Youth 
unemployment in Spain has already reached 
45 percent. Although the official figures 
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may mask a lot of employment in the black 
economy, prospects for young people across 
southern Europe are bleak. Given these re-
alities, the potential for political radicaliza-
tion is obvious.

This leads to the second possible scenario. 
Under these circumstances, new political 
parties come to power across Europe—
and break with the European project as 
currently constituted. To function, the 
European Union has required a political 
consensus among the governments of the 
major European countries (and frequently 
the minor ones as well, given the need for 
unanimity on many subjects). Consensus 
has been achieved through peer pressure 
and because almost all governments were in 
the hands of the Center-Left or the Center-
Right.

In a new political climate, this pro-
European consensus could well shatter, and 
core policies of the eu could be challenged 
and begin to unravel. The most obvious 
and important pressure point is the euro. A 
prolonged depression in southern Europe 
could lead to some countries deciding to 
pull out of the euro—and to repudiate their 
debts. Such a course would severely threaten 
the financial systems of the countries 
involved and risk a banking crisis across 
Europe. But desperate times may lead to 
desperate measures.

It is also likely that other agreed aspects 
of the European project (the acquis, in 
Brussels-speak) will come under challenge. 
Immigration, particularly from the Muslim 
world, has become a hot-button issue for 
many of the parties that also are hostile to 

the European Union. If the crisis spurs an 
increase in migrant flows within Europe at 
a time of rising unemployment, that would 
probably increase pressure on governments 
to withdraw from the eu agreement on 
the free movement of labor. Since the 
right to live and work anywhere within the 
eu is one of the Union’s cherished “four 
freedoms,” such a political attack would be 
a severe blow. 

Another blow could come from the 
challenge financial pressure poses to free-
market orthodoxy. This threat is likely 
to gather force in a depressed eu, which 
was constructed upon the foundational 
philosophy of a single market. If the 
French begin to subsidize basic industries 
aga in or  res t r ic t  the  act iv i t ie s  of 
investment banks based in London—both 
of which are entirely plausible scenarios—
the eu’s powers would be under direct 
challenge.

What is unfolding in Europe is a tragedy 
of good intentions. For entirely honorable 
reasons, European leaders attempted to 
construct a political and currency union. 
For many years, this project advanced 
steadily, to the benefit of Europe and the 
world. But, faced with a severe economic 
crisis, the inherent flaws in the European 
project have been brutally exposed. 
Above all, the extremely fragile political 
legitimacy of the European Union has 
become apparent. Pace Chancellor Merkel, 
something called the eu will probably 
survive the current crisis. But even if it 
does, it will be a shrunken, diminished 
and chastened organization. n
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N owhere in the world have the lat-
est shocks to the Old Order been 
more powerful than in the Middle 

East and North Africa, where massive civic 
turmoil has swept away long-entrenched 
leaders in Egypt, Tunisia and Yemen, top-
pled a despot in Libya and now challenges 
the status quo in Syria. Over the past sixty 
years, the only other development of com-
parable game-changing magnitude was the 
1989 fall of the Berlin Wall and the subse-
quent collapse of the Soviet Union. 

It isn’t clear where the region is headed, 
but it is clear that its Old Order is dying. 
That order emerged after World War II, 
when the Middle East’s colonial powers and 
their proxies were upended by ambitious 
new leaders stirred by the force and promise 
of Arab nationalism. Over time, though, 
their idealism gave way to corruption and 
dictatorial repression, and much of the 
region slipped into economic stagnation, 
unemployment, social frustration and 
seething anger. 

For decades, that status quo held, 
largely through the iron-fisted resolve of 
a succession of state leaders throughout 
the region who monopolized their nations’ 
politics and suppressed dissent with brutal 
efficiency. During the long winter of U.S.-
Soviet confrontation, some of them also 

positioned themselves domestically by 
playing the Cold War superpowers against 
each other. 

The United States was only too happy 
to play the game, even accepting and 
supporting authoritarian regimes to ensure 
free-flowing oil, a Soviet Union held at bay 
and the suppression of radical Islamist forces 
viewed as a potential threat to regional 
stability. Although successive U.S. presidents 
spoke in lofty terms about the need for 
democratic change in the region, they opted 
for the short-term stability that such pro-
American dictators provided. And they 
helped keep the strongmen in power with 
generous amounts of aid and weaponry. 

Perhaps the beginning of the end of 
the Old Order can be traced to the 1990 
invasion of the little oil sheikdom of Kuwait 
by Iraq’s Saddam Hussein—emboldened, 
some experts believe, by diplomatic mixed 
signals from the United States. It wasn’t 
surprising that President George H. W. 
Bush ultimately sent an expeditionary force 
to expel Saddam from the conquered land, 
but one residue of that brief war was an 
increased American military presence in the 
region, particularly in Saudi Arabia, home 
to some of Islam’s most hallowed religious 
shrines. That proved incendiary to many 
anti-Western Islamists, notably Osama bin 
Laden and his al-Qaeda terrorist forces. 
One result was the September 11, 2001, 
attacks against Americans on U.S. soil. 

The ensuing decade of U.S. military 
action in Iraq and Afghanistan produced 
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ripples of anti-American resentment in 
the region. The fall of Saddam Hussein 
after the 2003 U.S. invasion represented 
a historic development that many Iraqis 
never thought possible. But the subsequent 
occupation of Iraq and increasing American 
military involvement in Afghanistan 
deeply tarnished the U.S. image among 
Muslims, contributing to a growing passion 
for change in the region. Inevitably, that 
change entailed a wave of Islamist civic 
expression that had been suppressed 
for decades in places such as Egypt and 
Tunisia. 

Meanwhile, the invasion of Iraq also 
served to upend the old balance of power 
in the region. It destroyed the longtime 
Iraqi counterweight to an ambitious Iran. 
This fostered a significant shift of power to 
the Islamic Republic and an expansion of 
its influence in Syria, Lebanon, the Gaza 
Strip and the newly Iran-friendly Iraqi 
government in Baghdad. Iran’s apparent 
desire to obtain a nuclear-weapons 
capacity—or at least to establish an option 
for doing so—tatters the status quo further. 
With Israel threatening to attack Iran’s 
nuclear facilities, many see prospects for a 
regional conflagration, and few doubt that 
such a conflict inevitably would draw the 
United States into its fourth Middle Eastern 
war since 1991. 

In short, recent developments have 
left the Middle East forever changed, 
and yet there is no reason to believe the 
region has emerged from the state of flux 
that it entered last year, with the street 
demonstrations in Tunisia and Egypt. More 
change is coming, and while nobody can 
predict precisely what form it will take, 
there is little doubt about its significance. 
Given the region’s oil reserves and strategic 
importance, change there inevitably will 
affect the rest of the world, certainly at the 
gas pump and possibly on a much larger 
scale if another war erupts. 

A careful look at the history of the Mid-
dle East reveals that, although the West 

has sought to hold sway over the region 
since the fall of the Ottoman Empire fol-
lowing World War I, its hold on that part of 
the world has been tenuous at best. This has 
been particularly true since the beginning of 
the current era of Middle Eastern history, 
marked by the overthrow of colonial powers 
and their puppets. 

Like so many major developments in the 
region, this one began in Egypt. On July 22, 
1952, Colonel Gamal Abdel Nasser led a 
coup that toppled the British-installed King 
Farouk, a corrupt Western lackey. The son of 
a postal clerk, Nasser was a man of powerful 
emotions. He had grown up with feelings of 
shame at the presence of foreign overlords 
in his country, and he sought to fashion a 
wave of Arab nationalism that would buoy 
him up as a regional exemplar and leader. 
By 1956, he had consolidated power in 
Egypt and emerged as the strongest Arab 
ruler of his day—“the embodied symbol 
and acknowledged leader of the new surge 
of Arab nationalism,” as the influential 
columnist Joseph Alsop wrote at the time. 

From President Eisenhower’s secretary of 
state, John Foster Dulles, Nasser secured a 
promise of arms sales, but Dulles failed to 
deliver. So Nasser turned to Soviet leader 
Nikita Khrushchev, who was happy to 
comply. The young Egyptian leader’s anti-
Western fervor impressed Khrushchev, and 
he saw an opportunity: ship arms to Nasser 
and gain a foothold in the Middle East. The 
West’s relations with Nasser deteriorated 
further when Dulles withdrew financial 
support for the Egyptian leader’s Aswan 
Dam project. Nasser, in retaliation, seized 
the Suez Canal, the hundred-mile desert 
waterway that nearly sliced in half the trade 
route from the oil-rich Persian Gulf to 
Great Britain. 

Britain joined with France and Israel 
in a military move to recapture the canal, 
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but Eisenhower sternly forced them to halt 
their offensive and withdraw the troops. 
Thus did Nasser manage to secure the canal 
for his country for all time. Alsop and his 
brother Stewart, both Cold War hawks, 
complained that Britain’s options narrowed 
down to “the grumbling acceptance of 
another major setback for the weakening 
West.”

By engineering the anti-Farouk coup, 
then consolidating his power in Egypt and 
striking a powerful blow against the West 
at Suez, Nasser set in motion the events 
that forged the modern, postcolonial era 
in Middle Eastern history. In 1958, Iraqi 
officers toppled the pro-British King Faisal 
II, and cheering mobs dragged his body 
through the streets of Baghdad. The long 
and bloody Algerian revolution against 
French colonial rule finally forced France to 
give that country its independence in 1962. 
Morocco gained its autonomy from France 
two years later. In 1969, Colonel Muammar 
el-Qaddafi overthrew the oil-rich King Idris 
and installed himself as the “Brother Leader 
and Guide of the Revolution” in Libya. 

In those days of Cold War confrontation, 
Moscow moved quickly to exploit the 
opportunity posed by this revolutionary 
wave and the anti-Western sentiment that 
undergirded it. Soviet diplomats in the 
region didn’t preach against Arab attacks 
on Israel in the long-running hostilities of 
the region. Regarding Middle Eastern oil, 
they said, in essence, “Take it; it was stolen 
from you.” The Soviets rubbed their hands 
in delight at the prospect of cutting off 
the West’s oil lifeline. They stood by their 
Middle Eastern clients in good times and 
bad by helping them rearm and providing 
political support after the Arab countries 
suffered humiliating defeats in the 1967 
and 1973 wars with Israel.

But even before the 1973 hostilities, 
Nasser’s successor, Anwar Sadat, made a 
decision that helped tip the scales of 

influence back toward the United States. 
He expelled thousands of Soviet military 
advisers that Nasser had invited into the 
country and curtailed his ties with Moscow. 
Then, in a dramatic move in 1977, he 
flew to Israel to announce his desire for 
peace before the Israeli Knesset. After two 
years of U.S.-mediated negotiations, the 
two countries signed a peace treaty that 
took Egypt out of the Arab conflict with 
Israel and altered the strategic landscape 
in the Middle East. It also bolstered the 

U.S. position in the region as America’s 
good offices became a significant element of 
influence. 

Throughout the remainder of the Cold 
War and well into the post–Cold War 
period, events in the Middle East unleashed 
persistent threats to the stability of the 
postcolonial order set in motion by Nasser 
in the 1950s. That status quo survived in 
general form, but it was constantly beset by 
major upheavals and ominous rumblings 
just beneath the surface. This was reflected 



The National Interest52 Unfinished Mideast Revolts

in the long, bloody Lebanese civil war of 
1975–1990. It could be seen in the Iranian 
Revolution of 1979, which installed an 
Islamist regime in a nation that had been 
a steadfast U.S. ally and unleashed a bitter 
wave of anti-Americanism (culminating 
in the Tehran hostage crisis that lasted 
from late 1979 to early 1981). It was also 
reflected in the bloody Iran-Iraq War, 
which extended over most of the 1980s 
and consumed nearly 1.2 million lives on 
both sides. Another upheaval was the ten-
year Algerian civil war of the 1990s, which 
claimed more than 160,000 lives. 

These threats to stability also included, 
of course, the ongoing Israeli-Palestinian 
tensions, which defied persistent efforts at 
negotiation and erupted intermittently into 
violence of varying degrees of magnitude 
and intensity. 

And yet, for all that, the fundamental 
contours of the region remained relatively 
intact as those strongman leaders, many 
allied with the United States to one extent 
or another, held firm to their autocratic 
regimes, their agencies of control and their 
citadels of corruption. Once again, Egypt 
set an example for the region. If Nasser’s 
brand of politics was fueled by an idealistic 
Arab nationalism and Sadat’s contribution 
was a search for accommodation with Israel 
(for which he won a Nobel Peace Prize), 
the next Egyptian leader, Hosni Mubarak, 
seemed fixated on the status quo and the 
politics of self-aggrandizement. He was 
the embodied symbol and acknowledged 
leader of Middle Eastern corruption, and 
his brand of politics was embraced by other 
leaders in the region. 

For nearly sixty years, these leaders 
generally managed to enforce the Old 
Order. But now, with the Arab Spring and 
its aftermath, that Old Order is fading fast, 
and much of the region is being remade 
from the bottom up. What’s emerging is a 
strong sense that the Middle East needs to 
join the rest of the world and that popular 
sentiment should direct the destinies of the 
region’s nations and peoples.

A s the countries of the former Soviet 
Union and Eastern Europe joined the 

West in developing modern global econo-
mies, the Arab world lagged far behind. 
And ordinary Middle Easterners were re-
minded of that fact every day as new Arab 
satellite-television networks such as Al 
Jazeera brought the modernizing world into 
their homes, over the heads of the state-
controlled media. 

Anyone who visited the non-oil-
producing countries of the Middle East 
over the past thirty years could see how far 
behind the rest of the world they were in 
economic development. In Tangier, legions 
of unemployed young Moroccan men sat 
around with nothing to do but stare across 
the Strait of Gibraltar, hoping for a job 
on the European side. It was a tableau of 
despair that was repeated throughout the 
region.

One of the Arab world’s most glaring 
problems was its outdated educational 
system. According to the un’s “Arab Human 
Development Report 2002,” few Arab 
schools could keep pace with the changes 
caused by globalization and technological 
advances. Clinging to old teaching methods 

Recent developments have left the Middle East forever 
changed, and yet there is no reason to believe the region 

has emerged from the state of flux that it entered last year. 
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that emphasized rote learning, Arab schools 
failed to teach critical thinking. Across the 
region, these schools produced legions of 
young Arab graduates who were unprepared 
for a modern, information-age global 
economy. In some countries, women were 
denied education altogether. 

“With so little human capital available, 
relatively few entrepreneurs have invested 
in the Middle East, other than to harvest 
the region’s plentiful oil and gas resources,” 
wrote Kenneth Pollack, a Middle East 
specialist at the Brookings Institution, in 
a 2011 study of the Arab Spring. Those 
investments, he added, “have benefited the 
regimes and their cronies, but not the vast 
majority of the people.”

The result was massive unemployment, 
especially among the young. Many 
emigrated to Europe in search of work. But 
many others remained, living with their 
parents and unable to afford marriage.

Other problems included the lack 
of democratic rule and the endemic 
corruption that these regimes tolerated and 
sometimes encouraged. In most countries, 
so-called elections consisted of referendums 
in which voters could choose whether they 
approved or disapproved of the sitting 
leaders. Not surprisingly, the leaders often 
claimed 98 percent approval. 

The leaders not only enriched themselves 
and their cronies but also developed 
pervasive internal-security forces and 
questionable legal systems to quash any 
dissent. In Egypt, Syria, Tunisia, Morocco, 
Jordan and the Persian Gulf states, torture 
was a regular practice in government jails, 
according to the State Department’s annual 
human-rights reports. 

W i t h  t h e  p r e s s u r e  c o o k e r  o f 
unemployment, official corruption and 
government repression building up for 
more than three decades, it was simply a 
matter of time and human nature before 
something snapped. It came on December 

17, 2010, when a Tunisian vegetable 
peddler named Mohamed Bouazizi set 
himself on fire to protest the humiliating 
treatment he persistently received at the 
hands of a government inspector. His self-
immolation would ignite the entire Arab 
world and eventually help bring down the 
Old Order.

But what will the new order in the Mid-
dle East look like? It is still emerging. 

The discontent in Algeria, Lebanon, Iraq, 
Sudan and the Palestinian territories, which 
also share the demographic profile of high 
unemployment among young people with 
few economic prospects at home, has not 
yet reached a critical mass. Perhaps that is 
because the memories of civil conflict are 
still fresh in all of those countries. But un-
less the governments there take steps to 
address their economic problems, they eas-
ily could become targets of a new round of 
popular protests.

So far, the only rulers who have managed 
to hold back the popular pressures of the 
new Middle East are those who lead oil-
rich monarchies. Saudi Arabia succeeded in 
buying off the malcontents in the kingdom 
by distributing more than $36 billion in 
additional benefits to a tiny population 
that already enjoys cradle-to-grave care. 
For a few months last year, protests by 
Bahrain’s Shia majority appeared to 
threaten the tiny island nation’s ruling al-
Khalifa family, which is Sunni. The United 
States, which maintains a major naval 
base in Bahrain, pleaded with Bahrain’s 
rulers to make political reforms. But Saudi 
Arabia, already aghast at the failure of the 
United States to support Egypt’s Mubarak, 
a faithful U.S. ally for nearly thirty years, 
intervened on behalf of the regime. 
Without informing the Americans, Riyadh 
sent armored units across the causeway 
that links Bahrain to the Saudi mainland 
to help crush the Shia rebellion. For now, 
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at least, Saudi Arabia and the other wealthy 
Gulf states have bought compliance with 
the status quo.

But Jordan and Morocco, the Arab 
monarchies that don’t have oil, are talking 
seriously about political changes in an effort 
to stay ahead of the revolution. In Morocco, 
King Mohammed VI is considering a new 
form of government that would transform 
his country into a constitutional monarchy.

As for the countries where the old 
autocrats fell, the Arab revolutions are still a 
work in progress. Public opinion will direct 
events to a much larger extent, in foreign 
policy as much as in domestic affairs. This 
can be seen in Egypt, which seems to be 
reclaiming its former role as the region’s 
center of gravity. If the recent contretemps 
over the detention of Americans working 
for several prodemocracy ngos is any 
indication, Washington can expect more 
anti-American episodes in the future. Israel 
can also expect greater hostility. It is wildly 
unpopular in Egypt because of its treatment 
of the Palestinians. Few, however, expect the 
Israel-Egypt peace treaty to unravel. The 
Egyptian military still maintains enough 
power to keep both the peace treaty and 
U.S. ties intact.

But the West will have to get used to 
political Islam as a major force in the 

Middle East.  In Tunisia, 
Islamists are behaving in 
accordance with the country’s 
m o d e r a t e ,  p r o -We s t e r n 
traditions. The Islamist Al 
Nahda party, long banned 
under Tunisia’s former rulers, 
won parliamentary elections 
last year but assembled a 
coalition with two liberal 
parties in an effort to form 
a government of national 
consensus. In Egypt, the 
Muslim Brotherhood, also 
banned under Mubarak’s 

rule, captured one-third of the seats in 
parliamentary elections, while the more 
conservative Salafist party won another 20 
percent. Democracy in Egypt is pushing 
the country toward some form of Islamist 
structure, though its precise nature remains 
unclear. The test in Egypt is what kind of 
constitution the Islamists will write. Will 
it move the country from autocracy to the 
rule of law? Will the constitution guarantee 
individual rights for both men and women 
as well as protect minorities such as Egypt’s 
beleaguered Coptic Christian population? 
Will sharia law play a role? And how will 
the country’s ruling party behave the next 
time there is an election? Will it hand over 
power peacefully if it loses? 

Only the future can answer these 
questions. After decades of political 
stagnation, the political ferment in the 
Middle East is only beginning, and any 
new order there could take years or even 
decades to develop. Adding to the region’s 
uncertain trajectory are the unresolved 
Israeli-Palestinian conflict and the growing 
threat of a war between Israel and Iran over 
Tehran’s nuclear-enrichment program. 

Indeed, the only certainty in the new 
Middle East is the countless opportunities 
for statesmanship—and miscalculation—
that will lie along the way. n
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P ivotal moments in history are sel- 
dom anticipated. And when change 

is systemic, this rule is even truer. 
There are unmistakable signs in East Asia, 
however, that the old, U.S.-dominated 
order can no longer be sustained in the face 
of China’s emerging challenge and the rela-
tive weakness of both the United States and 
Japan. A failure of American diplomacy to 
adjust to these new power realities, or of 
China to accommodate long-standing U.S. 
and Japanese interests, could jeopardize the 
promise of the much-heralded Asian cen-
tury and return East Asia to its bloody and 
fractious past. What emerges in this critical 
region will have global consequences. As 
the locus of economic and military power 
shifts decisively from the Atlantic to the Pa-
cific, it is clear that East Asia has never been 
so centrally important to the international 
order. Never before have the world’s three 
preeminent states—the United States, Japan 
and China—all been Asia-Pacific powers. 
This raises the stakes for everyone should 
the Old Order fail precipitously. 

For nearly seven decades, this order 
has been underpinned by U.S. economic 
and military strength, dating back to the 
defeat of Japan at the end of World War II 
and reinforced forty-five years later by the 
collapse of the Soviet Union. During the 

Cold War, American preeminence in East 
Asia was vitiated by both the illusion and 
reality of Soviet military power. Thereafter, 
for a brief “unipolar moment,” the United 
States seemed able to do as it pleased 
without worrying about peer competitors 
or balancing coalitions. In retrospect, 
President George W. Bush’s first term may 
be seen as the apogee of Pax Americana. 
Since then, it has been mostly downhill for 
a United States weakened by ten years of 
war, a gridlocked political system and the 
lingering contagion from the 2008 global 
financial crisis. President Obama’s pivot 
to Asia, and his attempt to quarantine the 
region from defense-budget cuts, cannot 
disguise the sober reality that the U.S. 
capacity to shape East Asia is no longer 
what it was.

Once seen as the reliable northern 
anchor of the U.S. alliance system in East 
Asia and lauded for its dependability and 
dynamism, Japan’s two-decade political 
and economic malaise is a significant cause 
of the weakening of the Old Order. The 
near meltdown of the tsunami-crippled 
Fukushima nuclear-power plant in 2011 
can be seen as a metaphor for the corrosion 
of Japan’s increasingly inward-looking body 
politic. The country lacks confidence and 
is beset by a host of domestic problems. 
Leadership stasis has made it difficult 
for the United States to reinvigorate the 
strategic partnership with Japan or to be 
sure where the country is heading. This is 
reflected in the failure to reach agreement 
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on the relocation of the important Marine 
base on Okinawa. While Japan remains 
a major economy, its gross domestic 
product has not grown for twenty years, 
and the country suffered the indignity of 
being overtaken by China as the world’s 
second-largest economy in 2011. Aging and 
shrinking demographically, Japan faces the 
prospect of being consigned to the second 
rank of East Asia’s middle powers unless it 
can recapture its lost élan and purpose.

But China’s rise is the main reason for 
the loss of Washington’s once-unrivaled 
ability to influence the region’s affairs. 
With a population of 1.4 billion, more 
than the rest of East Asia and the United 
States combined, China is a megastate 
that for millennia was the dominant 
polity in Asia and now makes little secret 
of its desire to reclaim its former status. 
These dreams are no longer illusory, for 
modern China has the strategic clout to 
realize them. Its population and economy 
dwarf those of Fascist Germany, Imperial 
Japan and the Soviet Union—previous 
and ultimately vanquished challengers of 
U.S. power. China’s reemergence poses 
strategic challenges of a complexity and 
magnitude not previously experienced by 
the United States, or the rest of East Asia, 
for that matter. The principal unknown is 
the path China’s leaders will follow, often 
posed in overly stark and simplistic terms 
as a choice between responsible stakeholder 
or revisionist state. In fact, China is likely 
to be both, conforming to the norms of the 
international system except when its core 
interests conflict with those norms.

While long anticipated—indeed, U.S. 
policy planners were warning of these 
strategic implications as far back as the 
mid-1990s—the Middle Kingdom’s new 
prominence in East Asia has been boosted 
by two seminal recent events, one financial 
and the other geopolitical. The 2008 
global financial crisis led many in China 

to believe that the United States was in 
decline, suffering from imperial overreach 
and living beyond its means. This belief 
is perhaps overstated, but owing more 
than a trillion dollars to China has clearly 
placed the United States in the distinctly 
uncomfortable position of being seen 
as a financial supplicant to its principal 
competitor. Perceptions of U.S. financial 
weakness have clearly emboldened Chinese 
leaders to seek geopolitical advantage over 
the United States in contested spaces, 
especially in East Asia. Of greatest concern 
is Beijing’s evident determination to 
aggressively defend its claims to disputed 
islands, waters and resources in the East 
China and South China seas. Relations with 
the other major Asian powers, Japan and 
India, have become increasingly testy, and 
many Southeast Asian nations are fearful 
that China will pay only lip service to 
regional egalitarianism as it becomes more 
powerful, both economically and militarily. 
In the past two years, China has declared 
the eponymous South China Sea to be a 
“core interest” and made abundantly clear 
that it will continue to support the bellicose 
North Korean regime despite that maverick 
state’s repeated provocations and violations 
of international norms.

A t the heart of U.S. and regional anxiet-
ies about China’s future military inten-

tions is the ambitious “far-sea defense” strat-
egy, designed to push the U.S. Navy as far 
from Chinese shores as possible. China is 
bent on turning its three coastal fleets into 
a genuine blue-water navy capable of con-
trolling the western Pacific and eventually 
projecting significant maritime power into 
the central Pacific and the Indian Ocean. 
Beijing’s strategic aim seems to be a Mon-
roe Doctrine with Chinese characteristics, 
and it is rapidly acquiring the capabilities 
to realize this ambitious goal. From a Chi-
nese perspective, this makes perfect stra-
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tegic sense. After all, if a rising America 
could construct a Monroe Doctrine in the 
nineteenth century as a blunt but effective 
instrument for keeping other powers out 
of the Western Hemisphere, why should an 
ascendant, twenty-first-century China not 
seek a comparable outcome in the western 
Pacific? The problem is that Beijing’s de-
termination to push back the U.S. Navy 
threatens to destabilize the regional balance 
of power and escalate tensions not only 
with America but also with Japan.

Relations between China and Japan are 
already fraught with tensions. Neither 
side seems capable of moving beyond 
the historical enmities infecting its 
contemporary behavior and precluding any 
genuine rapprochement, despite Japan’s 
booming trade with China and increasing 
level of economic interdependence. These 
underlying tensions periodically erupt, 
exposing the deep fault lines between the 
two nations and underlining the potential 
for miscalculation. The most serious recent 
example occurred on September 7, 2010, 
when simmering tensions over ownership 
of the disputed Diaoyu or Senkaku Islands 
in the East China Sea boiled over into a 
serious confrontation after a Chinese fishing 
trawler appeared to deliberately ram a 
pursuing Japanese Coast Guard vessel. This 
brought Sino-Japanese relations to a post–
World War II low. Opinion polls showed 
extremely high levels of mutual disaffection, 
with 87 percent of Japanese and 79 percent 
of Chinese surveyed regarding the other 
country as “untrustworthy.” Fully 79 
percent of Japanese considered China a 
military threat.

It would be wrong to infer from these 
actions that China is intent on military 
confrontation with the United States 
and Japan or that it is yet in a position 
to supplant America as the region’s 
most influential power. But China’s new 
assertiveness illustrates the structural 
tensions that inevitably occur when 
a rising power challenges the existing 
order and, by definition, the place of the 
previously dominant state. As Harvard’s 
Richard Rosecrance and Peking University’s 
Jia Qingguo have documented, over the 
past five hundred years, six of the seven 
hegemonic challenges to the existing 
order have led to serious conflict. We also 
know that strong economic and trade 
links between aspiring and incumbent 
hegemons do not, by themselves, reduce 
the risk of conflict, as Britain and Germany 
demonstrated a century ago when their 
deepening economic interdependence 
couldn’t prevent their going to war in 1914. 
Thus, it would be an egregious mistake to 
conclude that strengthening ties between 
China and the United States make military 
conflict between them unthinkable.

Some liberals argue that the unique 
character, cultural identity and historical 
experience of China make it intrinsically 
less  aggressive than other nations. 
According to this view, the Middle 
Kingdom is an exceptional state and 
marches to a different foreign-policy tune. 
However, the proposition that China has 
historically been less aggressive or less 
expansionist than its Western or Eastern 
counterparts does not withstand scrutiny. 
Like many powerful nations, and the 

The old, U.S.-dominated order can no longer be 
sustained in the face of China’s emerging challenge and the 

relative weakness of both the United States and Japan.
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United States in particular, China has a 
long tradition of territorial expansionism 
and subduing or coercing neighboring 
peoples and states. Although different in 
character from European colonialism, the 
endgame of China’s tributary-state system 
has been the imposition of a Chinese 
suzerain over neighboring peoples and 
polities, a point not lost today on fellow 
Asians. While Beijing regards reunification 

with Taiwan and pacification of Tibet as 
a restoration of Chinese authority over 
ancestral lands lost through the perfidious 
interference of foreigners, it is possible to 
draw an altogether different conclusion: 
Beijing’s policies toward Taiwan and Tibet 
reflect China’s likely behavior toward the 
wider region. Certainly, China’s revanchism 
has done little to build confidence that 

a Pax Sinica would be demonstrably 
fairer, more stable and peaceful than Pax 
Americana.

But if Pax Sinica lacks appeal and Pax 
Americana cannot endure in its current 

form, what kind of new order might emerge 
in East Asia that could maintain peace and 
accommodate the aspirations of all the re-
gion’s states? One possibility is a “Concert of 

Asia.” Drawing their inspiration from 
the post-Napoleonic accord of powers 
that controlled Europe for much of 
the nineteenth century, supporters of 
a Concert of Asia maintain that in the 
absence of a dominant state, a contem-
porary Asian version of the European 
concert holds out the best prospect for 
regional peace and stability. To be cred-
ible and enduring, however, only the 
strongest powers would be entitled to a 
seat at the table. The five obvious can-
didates are the United States, China, 
Japan, India and Indonesia. 

One clear problem with this 
formulation is the dubious assumption 
that East Asia’s smaller nations would 
readily agree to have their individual 
or collective interests adjudicated 
by the large powers. This runs 
counter to the whole thrust of East 
Asian regionalism over the past two 
decades, with its emphasis on the 
empowerment of smaller states and 
the collective management of the 
region’s security problems. It also 
ignores the global diffusion of power 

that has accompanied what Fareed Zakaria 
calls the “rise of the rest.” Robust, medium-
sized states are demanding a greater say 
in regional and international affairs, and 
they are not going to accept readily any 
return to a past of great-power dominance. 
It is also difficult to see the major powers 
agreeing to accept a stewardship role of 
the kind envisaged in a Concert of Asia. 
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Japan is too weak; China is unwilling, and 
its political values are too different; India 
is preoccupied with its own problems; 
Indonesia’s geopolitical ambitions are 
confined to Southeast Asia; and the United 
States has neither the inclination nor the 
resources to take on an enhanced leadership 
role in Asia.

What of the argument that America 
should accept the inevitable and share 
power with China as  an equal? 
Paralleling the G-2 would be an Asia-
2, allowing Beijing and Washington 
to divide the region into spheres of 
influence in much the same way as the 
United States and the Soviet Union 
managed a politically bifurcated Europe 
during the early part of the Cold War. 
While superficially appealing because 
it holds out the prospect of a peaceful 
transition to a new international order, 
power sharing between the United States 
and China is unlikely to work for two 
reasons. First, no U.S. administration, 
regardless of its political complexion, 
would voluntarily relinquish power to 
China, just as China wouldn’t if the roles 
were reversed. Second, China’s new great-
power status is hardly untrammeled. 
Nor is it guaranteed to last, for the 
country faces formidable environmental, 
resource, economic and demographic 
challenges, not to mention a rival 
United States that shows no sign of 
lapsing into terminal decline despite its 
current economic travails. Sooner than 
it thinks, Beijing may have to confront 
the prospect of a resurgent Washington 
determined to reassert its strategic interests.

The question, then, is:  How can 
China and the United States ensure that 
healthy competition does not give way to 
an entrenched bloody-mindedness that 
aggravates existing insecurities and results 
in serious conflict? That may be difficult, 
if not impossible, should Beijing maintain 

its current political and military strategy in 
the western Pacific. Like any other state, 
China is entitled to modernize its armed 
forces and protect its legitimate security 
interests. But Beijing’s assertion of its 
territorial claims in the East and South 
China seas has been counterproductive—
alienating neighbors, raising international 
concerns about China’s strategic ambitions 
and provoking hedging behavior in the 

region. China’s challenge to U.S. maritime 
power in East Asia strikes at a deeply 
held American conviction that continued 
naval dominance of the Pacific is not only 
critical to U.S. security but also to the 
nation’s standing as the preeminent global 
power, something that all but guarantees 
a countervailing military and political 
response.
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At issue here is Beijing’s often harsh 
and uncompromising official rhetoric 
when dealing with sensitive political 
and sovereignty issues as well as the 
government’s willingness to accept 
and even sometimes foster nationalist 
sentiment at home, which is aggravating 
and complicating disputes with the United 
States and Japan. A more pluralistic, 
globally connected China would mean that 
foreign policy is no longer the exclusive 
preserve of the Standing Committee of 
the Politburo and the small policy elite 
that supports it in the Foreign Ministry 
and State Council. Nationalist sentiment 
expressed through chat rooms, blogging 
and Internet sites is complicating, and 
making less predictable, the management 
of Sino-U.S. and Sino-Japanese relations. 
Of course, no country is immune from 
the demonization of competitors, as 
attested by “Japan bashing” in the United 
States during the 1980s. But the incubus 
of extreme nationalism is having a 
particularly destabilizing effect in China, 
where sensationalist and emotive reporting, 
more often associated with Western 
tabloids, is making it difficult for Chinese 
leaders to avoid caricaturing rather than 
making nuanced assessments of U.S. 
intentions and capabilities. If Beijing is 
not yet ready for a free press, it must accept 
the responsibility for the outbursts of a 
controlled press. 

America’s challenge, meanwhile, is to 
develop a more coherent China strategy 
that  expl ic i t ly  recognizes  Bei j ing’s 
resource anxieties and corollary need to 
take on greater responsibility for the 
protection of sea-lanes in the western 
Pacific. What has been missing from many 
Western explanations of China’s more 
assertive recent behavior is recognition 
of the economic importance that Beijing 
attaches to this vital waterway, which is 
a major conduit for international trade 

and a rich repository for minerals and 
valuable marine life. By 2030, up to 80 
percent of China’s oil and 50 percent of 
its gas will be imported by sea, through 
the Malacca Strait—a classic maritime 
choke point due to the narrowness and 
shallowness of its approaches, the number 
of ships that pass through it daily, and 
the Strait’s vulnerability to interdiction or 
environmental blockage.

The rate of growth in China’s energy 
imports has few historical parallels, if any. 
In less than twenty years, the country has 
moved from a net exporter to importing 
more than 55 percent of its oil, with crude-
oil imports increasing by a staggering 
17.5 percent in 2010 alone. This resource 
vulnerability weighs heavily on the minds of 
Chinese decision makers who, in addition 
to worrying about terrorism, piracy and 
environmental disruptions to their energy 
supplies, are acutely aware that their major 
competitor exercises effective naval control 
over the Malacca Strait and most of the 
western Pacific. Invoking the so-called 
Malacca dilemma, President Hu Jintao first 
gave voice to these anxieties in 2005, and 
his officials have made it clear since that 
China is no longer prepared to outsource 
sea-lane security in the western Pacific to 
the U.S. Navy. Thus, whether the United 
States and Japan like it or not, Chinese 
naval pennants will be sighted far more 
frequently in the western Pacific and as far 
south as the Malacca Strait. This is a natural 
consequence of China’s growing economic 
and strategic weight, just as the emergence 
of the U.S. Navy heralded the rise of the 
United States as a major power at the dawn 
of the twentieth century.

Another danger point lies in various 
inconsistencies in U.S. behavior and 
approaches to China. Over the past two 
decades, U.S. China policy has been a 
confusing mix of engagement, partnership, 
competition, hedging and lectures on 
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China’s internal political structure. With 
resentment and hostility toward Beijing on 
the rise, American administrations face the 
challenge of ensuring that China does not 
become a whipping boy for U.S. domestic-
policy failings or replace the Soviet Union 
as the new strategic bogeyman. Any 
attempt to demonize China would be 
counterproductive to U.S. strategic interests 
in East Asia. It would undercut moderates 
in the Chinese leadership and encourage 
a reciprocal response that would aggravate 
existing tensions.

How the United States and China man-
age their relationship will have strate-

gic implications extending well beyond East 
Asia. As competition increases, preventing 
conflicts from escalating will not be easy. 
This isn’t necessarily because Beijing seeks 
territorial expansion, has become a revision-
ist power or has serious differences with 
Washington over values. Presumably, these 
can be managed. The real danger is that 
China’s resource vulnerabilities, sense of 
entitlement and determination to restore its 
historically dominant position in East Asia 
will deepen regional anxieties about Chi-
nese behavior and trigger a countervailing 
response from the United States and Japan. 
This could pose a contemporary expression 
of the classic security dilemma articulated 
a half century ago by the eminent Ameri-
can international-relations theorist Ken-
neth Waltz: in seeking to enhance their own 
security by building a strong military, large 

states often increase everyone else’s insecu-
rity because this military force is frequently 
regarded as a potential threat rather than as 
a reasonable, defensive measure. 

Already,  China’s  attempt to test 
Washington’s resolve in the western Pacific 
by “periphery probing” has resulted in a 
predictably vigorous U.S. response. The 
U.S. Navy and Air Force are working on 
plans to suppress and blind China’s potent 
missile capabilities by means of an emerging 
“air-sea battle” strategy, which is rapidly 
gaining political traction in Washington. It 
would not take much for this to turn into 
a full-blown arms race, drawing in other 
nations concerned by China’s rising military 
might. Avoiding worst-case outcomes will 
require a sustained, long-term commitment 
to building trust and preventive diplomacy 
as well as the establishment of an effective 
system of risk management that can prevent 
localized disputes and incidents from 
escalating into major region-wide conflicts. 

In short, the dissolution of the Old 
Order in East Asia has created a delicate 
power balance there, rendered intrinsically 
unstable by China’s regional ambitions, 
understandable though they may be, and 
America’s equally understandable resolve 
to preserve as much of its old regional 
dominance as possible. Whether the two 
nations can successfully manage this fragile 
transition and thus stabilize the regional 
power balance remains a central question 
facing Asia—and the world beyond—in 
these times of global flux. n
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T he Old Order no longer quali-
fies as an order. The term “world 
order” denotes a stable distribution 

of power across the world. But power con-
centration today is in a state of tremendous 
flux, characterized by rapid diffusion and en-
tropy toward a broad set of emerging powers 
that now share the regional and global stage. 
Western-centered multilateralism represents 
at best a partial component of a world sys-
tem that is increasingly fragmented. 

Nostalgia for the post–World War II 
or post–Cold War periods will not affect 
this picture. At those junctures, America 
had an opportunity to fashion a new 
world order. After World War II, America 
capitalized on this moment; after the 
Cold War, it squandered it. The world 
has moved beyond even the assumptions 
embedded in President George H. W. 
Bush’s famous “new world order” speech 
to a joint session of Congress two decades 
ago in which he envisioned a unipolar order 
managed through a multilateral system. 
Instead, the world has quickly become 
multipolar, institutionally polycentric 
and even “multiactor,” meaning nonstate 
groups such as corporations and ngos are 
commanding more and more influence on 
key issues. This trend seems irreversible, 

and it needs to be digested before any kind 
of new global-governance mechanism can 
be formulated, with or without American 
leadership. 

One leading contributor to the demise 
of the Old Order has been the so-called 
rising powers such as China, India, Russia 
and Brazil. These states increasingly serve 
as anchors of regional order and also 
wield influence beyond their immediate 
neighborhoods. By most measures, China 
is already a superpower; its presence is 
factored into diplomatic, economic and 
strategic decisions by nearly all countries 
worldwide. India, Brazil and Russia 
lag behind China, but it’s a reality of 
geopolitics that states do not need to forge 
new systems of order to undermine the 
existing one. 

The set of nations that can influence 
global system dynamics and great-power 
foreign policy is much broader than just 
those countries famously labeled the brics 
(short for Brazil, Russia, India, China and 
South Africa). What I have called “Second 
World” nations coalesce into regional 
entities of significance—Latin America, the 
Middle East, central Asia, Southeast Asia—
whose composite nations and complex 
regional dynamics will help shape the future 
of geopolitics. Second World states are 
important for their geographic position, 
natural resources and regional influence. 
Some of these states I have highlighted 
are Colombia, Algeria, the United Arab 
Emirates, Iran, Kazakhstan and Indonesia. 

Parag Khanna is a senior research fellow at the 
New America Foundation and director of the 
Hybrid Reality Institute. His most recent book is 
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Renaissance (Random House, 2011).
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All are pivotal Second World players whose 
decisions and alignments could affect the 
balance of power and influence among the 
United States, China and the European 
Union. 

Who are the other Second World states, 
and precisely how will this collection of 
nations influence the course of world 
events? It is important to note that not 
all of these emerging states are on a 
linear path toward regional-power status. 
Some will rise while others stumble. But 
collectively, the ones that rise will exercise 
a significant pull on events. One reason 
I repurposed the term Second World for 
these countries was to emphasize their 
internally divided nature, embodying both 
First World and Third World attributes. Of 
the approximately two hundred states in 
the world today, only thirty are members of 
the First World club of the Organisation for 
Economic Co-operation and Development 
(oecd). Meanwhile, the bottom forty-eight 
(mostly in Africa) are formally labeled Least 
Developed Countries (ldcs). In between lie 
the Second World nations.

There are about a hundred of them, 
and there is little certainty these days 
over which ones will rise into the First 
World and which will descend into the 
bottom category. It is important to note 
that most of the world’s poor today are 
not congregated in the ldcs but rather are 
spread across developing countries and 
emerging markets. The result is a high 
prospect for internal instability within those 
countries. No doubt the Arab Spring, which 
arose in what had seemed to be relatively 
stable regional powers such as Egypt 
and Syria, has its roots partially in such 
inequalities. But, whether Second World 
states rise or stumble, their emergence—
and their drive to find some kind of 
national expression in a rapidly changing 
world—will exercise significant influence 
on global developments. 

This trend of Second World emergence 
is viewed best through a number of 

distinct geopolitical prisms that together 
forge an analytical framework. First, Sec-
ond World nations do not look to great 
powers for leadership, especially not the 
Western powers that have largely domi-
nated the globe since about 1500, but they 
are also wary of leading challengers such 
as China. Instead, they will go their own 
way and influence events, to the extent 
that they can, based on their own inter-
ests. Their alignments with Western na-
tions, if any, will be ad hoc. Second, these 
Second World nations are forging new re-
gional-power relationships that will have 
an impact on future world events. Some-
times jockeying for position in their neigh-
borhoods and sometimes forging potent 
regional cooperatives, they will become 
significant global players largely through 
strategic activity at the regional level. And 
third, these emerging nations will be look-
ing for new modes of governance and new 
ways of ordering their economies. Western 
pluralism and capitalism aren’t likely to 
reign as models for these countries to any 
significant or consistent degree, and their 
enthusiasm for the norms and institutions 
of today’s liberal international order is like-
ly to be limited.

Looking at these developments through 
the first prism, it is clear that Second World 
nations, in going their own way, will not 
move toward any kind of collective action. 
Instead, these countries see themselves 
as influencing the globe’s new order by 
radiating outward from their particular 
vantage points. They do not seem interested 
in attaching themselves to major global 
players on an ongoing basis, whether 
the United States or China. This is one 
reason it is a mistake to view the brics, 
for example, as any sort of coherent bloc. 
Two major potential conflict scenarios exist 
among these five nations—namely, between 
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Russia and China and between China and 
India. 

The result is a state of flux in the world 
that intensifies as more powers rise onto the 
scene and the scene becomes increasingly 
complex. As they rise, these powers pursue 
what might be called “opportunistic 
mul t i a l i gnnment ,”  in  which  they 
simultaneously pursue positive relations 
and advantage vis-à-vis greater powers. 
For example, they will play greater powers 
against each other and seek to leverage 
great-power rivalries. One can see this in 
the proxy competition between the United 
States and China to influence Second 
World and Third World nations. Every 
regime labeled a “rogue state” or “state of 
concern” by the United States—Cuba, 
Venezuela, Sudan, Zimbabwe, Syria, Iran, 
Uzbekistan, Myanmar and North Korea—
receives active Chinese military, economic 
and diplomatic support. Whether in a 
bipolar or multipolar environment, Second 
World nations will seek to expand disputes 
involving minor powers into broader great-
power tensions. 

This approach gives Second World 
nations an opportunity to influence events 
at the margin even when they may not 
be rising powers in themselves. Disputes 
involving great powers and lesser states tend 

to provoke responses from the latter’s great-
power sponsors, and this provides leverage 
to these upstart nations. This is but another 
example of Second World states pursuing 
their own paths rather than subordinating 
themselves to the strength and influence of 
great powers. 

In the environment of uncertainty 
that prevails in today’s transition toward 
multipolarity, small perturbations among 
nations can quickly ripple into much larger 
confrontations. This is reflected in a trend 
whereby Second World regional powers are 
aggressively acquiring increasingly hefty 
armaments. This weapons-buying binge is 
motivated by a natural drive to modernize, 
concerns over regional rivalries and a felt 
need to hedge against waning American 
influence. Despite hosting substantial 
U.S. military assets on huge bases, Saudi 
Arabia and the Persian Gulf petrostates are 
rapidly acquiring f-16s, tanks, medium-
range missiles and antiaircraft systems—
justified yesterday by the rivalry with Israel, 
today by the Iranian menace and perhaps 
tomorrow by each other. In the Far East—
particularly in Indonesia, South Korea and 
Vietnam—a similar dynamic is under way. 
The American defense establishment is 
seeking to draw a line in the waters of the 
South China Sea, where a more assertive 
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China has recently bullied forward with 
territorial claims betraying an unusual 
diplomatic aggressiveness.

Russia perhaps best  exhibits  the 
discrepancy between the assumptions of 
some Second World states and the harsh 
global realities. At the height of Vladimir 
Putin’s power during his first administration 
as president, magazine covers gushed about 
a resurgent Russian superpower, ignoring 
the rapidly deteriorating fundamentals of 
Russian infrastructure and demographics. 
As its population shrinks toward a hundred 
million and clusters in its European regions 
west of the Ural Mountains, a far more 
modest picture emerges of Russia’s future. It 
becomes, like Turkey, an East-West conduit 
for natural resources—a bridge, not a 
hegemon. Russian influence peaked during 
the Soviet era, and the Eurasian geopolitical 
future will continue to unfold at Russia’s 
expense. 

Here is where we see the ironies of 
Second World diplomacy most acutely. 
Summits between Putin and China’s Jiang 
Zemin regularly hailed the need for an 
antihegemonic bloc to counter American 
aggression. India’s Manmohan Singh and 
China’s Hu Jintao declared a mutual pact to 
forge a “new world order.” Each of the so-
called brics has hosted gatherings of like-
minded rising powers that took potshots 
at whatever American foreign-policy 
missteps captured the day’s headlines. But, 
while Second World states share an anti-
imperialist impulse toward the West, they 
are wary of each other. China and India 
have several outstanding territorial disputes, 
with tensions flaring and even cross-border 

altercations stoking fears of another war 
reminiscent of the 1962 conflict. Russia’s 
nuclear posture is now focused on Chinese 
encroachment on its eastern enclaves, where 
Chinese firms rapaciously extract minerals 
and timber and purchase growing supplies 
of oil and fresh water. Population-growth 
rates among ethnic Chinese are a cause of 
concern as well. In global trade disputes, 
Brazil, which declared a “strategic alliance” 
with China in 2004, now sides with the 
United States and the European Union 
against China, which stands accused of 
dumping cheap products and undermining 
local industry. Thus, Brazil is as much a 
contributor to the West (especially in terms 
of energy security), at least for now, as it is 
one of the brics.

Now let’s look at these emerging Sec-
ond World states through the second 

prism of regionalization. Ambitions for 
a new global structure along the lines of 
George H. W. Bush’s “new world order” 
suffered a massive blow with the rise of 
China, the ascent of the Second World and 
the unwillingness of Second World coun-
tries to support traditional global institu-
tions (meaning Western norms). The active 
evasion and corollary erosion of Western 
norms was the first step toward creation of 
a new system, however lacking it may be 
in hierarchy and widespread acceptance. 
Indeed, the old U.S.-centric global system 
is being replaced by increasingly robust re-
gional power centers fostered largely by 
the Second World. This growing volume 
of interregional diplomacy and trade is al-
ready the new dominant pattern of world 

In the environment of uncertainty that prevails in today’s 
transition toward multipolarity, small perturbations among 
nations can quickly ripple into much larger confrontations.
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affairs. Hence, it offers an avenue for under-
standing the emerging phase of world order. 
Particularly as interregional summitry and 
associated commercial ties deepen within 
such dyads as the Latin-Arab, Sino-African, 
Euro-Asian and others, this analytical lens 
becomes increasingly difficult to ignore. 

Although global interdependence is on 
the rise, actual institutional and policy 
integration is fundamentally a regional 
phenomenon. Most European trade is 
within Europe, and most Asian trade is 
within Asia—not across the oceans with 
America. In South America, Brazil has 
steadily championed the building of a 
more robust regional organization, now 
called the Union of South American 
Nations. As in other regions, trade and 
investment flows within South America 
have experienced rapid gains in recent 
years. Brazil has displaced the World 
Bank and Inter-American Development 
Bank as the region’s largest lender and aid 
donor. Not surprisingly, it has championed 
numerous cross-border infrastructure 
projects in the energy, power and transport 
sectors to connect Pacific-facing nations 
on the continent with Atlantic-facing 
ones. Regional orders are therefore logical 
anchors for any global order, and global 
governance will often defer to regional 
sensibilities. 

Similar dynamics are at play in the 
Middle East and East Asia as well. Saudi 
Arabia, which represents approximately half 
the Arab world’s total gdp, spearheaded an 
intervention into neighboring Bahrain last 
year that was backed by other members 
of the Sunni Gulf Cooperation Council 
(gcc), and earlier this year the Saudis 
tabled a motion to rename the gcc the 
“Arabian Gulf Union.” In the Far East, 
despite America’s much-touted pivot to 
Asia, the fundamental economic picture 
is one of intensifying regionalization 
at the expense of trans-Pacific trade and 

investment, underpinned by an ever-deeper 
set of regional bodies such as the East Asian 
Community. 

Regionalism is where balancing and 
bandwagoning occur at the same time. 
Anchor states such as China and Brazil 
create incentives for lesser states to 
support their leadership, while these states 
also coalesce in ways to mitigate their 
hegemony. On the bandwagoning side, 
China offers confidence-building measures 
to ease regional diplomatic tension such 
as joint military exercises, oil and gas 
exploration, and commercial projects. 
But there is also a new assertiveness in 
balancing would-be hegemons through 
mutual surveillance, shaming tactics and 
drawing in outside powers. The Association 
of Southeast Asian Nations, for example, 
has embraced America’s renewed visibility 
in the region and intensified its internal 
cooperation on environmental diplomacy 
in order to raise pressure on China to slow 
down its dam-construction activities on the 
upper Mekong River. 

China occupies a special place as the 
premier Second World state as well as 
regional anchor and superpower. As a trade-
dependent, exporting nation, its ability to 
leverage globalization to rise rapidly into 
the core of the global economy makes 
it a role model for other Second World 
countries seeking regional importance. 
Further, its insatiable demand for natural 
resources has been a boon to Second World 
natural-resource exporters from Latin 
America and the Middle East. 

Through the third prism, we see new 
modes of governance and economic 

structuring in the Second World. The suc-
cess of authoritarian capitalism in China, 
petromonarchies in the Persian Gulf and 
strongman rule in central Asia have pre-
sented alternative models of governance 
that have resisted democratic pressures from 
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outside and to some extent from below. 
Rather than converging toward democratic 
standards, they exhibit a diversity of re-
gime types and ideologies. In the economic 
sphere, state capitalism is the new norm 
across the Second World. State-owned en-
terprises, sovereign wealth funds, national 
champions, blatant subsidies, capital con-
trols, currency intervention and other mea-
sures are all fair game in the varieties of in-
dustrial policy that underpin Second World 
economic strategies. 

It is becoming clear that a renewed 
liberal international order will not 
be the guiding global framework for 
the future of Second World states. 
There is a complacent view held 
by numerous American scholars 
that because China, India and 
other rising powers do not present 
an alternative, off-the-shelf global 
institutional framework to rival the 
legacy of the postwar order, Western 
diplomatic leadership will sustain 
itself by default. This is false. Neither 
universalistic liberalism nor a world 
managed by a concert of great 
powers will command the loyalty 
and support of Second World states. 
They will pursue both international 
recognition and regional integration 
at the same time, paying lip service 
to global procedural norms while 
operating according to local customs 
in their own neighborhoods. This means 
that even as countries pursue inclusion 
in the G-20 or support a strengthened 
imf, they will still shield themselves from 
antiprotectionist regulations and invest in 
regional trade agreements. This will mean 
horizontal structures as opposed to new 
international authorities emerging at the 
transnational level, particularly regionally 
and interregionally. It is a mistake, then, 
to conflate participation in bodies such 
as the World Trade Organization (wto) 

with support for their rules. China’s 
manipulation of its wto membership to 
extract concessions from trading partners 
while yielding little ground on internal 
reforms is a case study in this regard. 
Even the G-20, which has convened 
regularly with high expectations since 
2009, is not a truly global body but an 
informal coordination platform—one that 
has achieved precious little meaningful 
coordination. The West cannot simply 
“integrate the brics” by inviting them to a 
summertime summit in France. 

Postwar international institutions such as 
the International Monetary Fund and the 
World Bank, vestiges of Bretton Woods, 
no longer enjoy the standing of previous 
times, given the volume of global capital 
pools. No doubt both have witnessed a 
certain revival in assisting nations suddenly 
afflicted with investment drop-off and 
massive debts in the aftermath of the 2008 
financial crisis. But fundamentally, these 
institutions only matter to such states in 
need and not beyond. Neither body is 
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effectively preventing financial and trade 
protectionism, providing a global bailout 
fund or ushering in a new global reserve 
currency. This opens the door to regional 
currency agreements and development 
banks, which are gaining ground in Latin 
America, the Middle East and Africa.

Viewing this Second World phenomenon 
through the three prisms, we see it is foolish 
to impute any kind of coherence to the 
diverse rising powers of the Second World 
or to ignore their ascent. The Second 
World is out for itself—collectively, when 
beneficial, but otherwise individually. To 
paraphrase de Gaulle: these countries have 
no allies, only interests. 

Even if they are individually unable to 
qualify as systemically revisionist powers, 
Second World states increasingly agitate 
in diverse combinations and coalitions. 
For example, the World Bank was caught 
off guard by the growing influence of the 
Gulf states, India and China as providers of 
economic assistance to countries in Africa, 
the Middle East and central Asia. This has 
led to hastily planned oecd discussions on 
the need for “greater coordination” among 
donors—something Western nations 
have rarely accomplished themselves. The 
same goes for the growing influence of 
Arab and Asian sovereign wealth funds, 
which have prompted Western treasuries 
to attempt another toothless rearguard 
regulatory declaration known as the 
Santiago Principles, aimed at ensuring the 
nonpolitical usage of bilateral sovereign 
investments. But emerging markets 
now hold the savings glut that Western 
economies need in order to finance low 

interest rates, and that is likely to soften 
opposition to Second World foreign 
investment in the West. Thus, the 2006 
case of Dubai Ports World’s blocked 
purchase of U.S. port facilities would 
appear to be an aberration.

Second World diplomatic axes have 
been influential in geopolitical affairs as 
well. Most visibly, Russia and China 
have been consistent in wielding their un 
Security Council vetoes to slow Western 
interventionist reflexes in Syria. And the 
Brazilian-Turkish effort to mediate the 
Iranian nuclear standoff in 2011 ruffled 
the United States and core European 
powers, which prefer to operate as the only 
legitimate stewards of negotiations with 
Iran. 

How can the United States maintain 
leverage in dealing with the Second 

World? America’s relevance increasingly de-
pends on whether it can act as a coanchor 
of various emerging regional orders. Its tra-
ditional approach of using offshore-balanc-
ing tactics to maintain its hegemonic status 
seems unlikely to continue. The new bas-
ing posture in the Pacific and allusions to 
a “Global nato” comprised of India, Japan 
and Australia to surround China are essen-
tially negative formulations. If the United 
States doesn’t work within regional systems 
to promote stability, it will be ignored as 
an outsider. A sound model is the bal-
anced American policy vis-à-vis Vietnam, 
which deftly combines rapprochement, 
defense cooperation and economic invest-
ment. Malaysia, Indonesia and Thailand 
represent three other Second World rela-

It is becoming clear that a renewed liberal 
international order will not be the guiding global 
framework for the future of Second World states.
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tionships in Asia that could be effectively 
rekindled. 

Second, the United States can no longer 
ignore the Second World region with 
arguably the greatest potential: Latin 
America. The nearly nine hundred million 
citizens south of America’s borders together 
match the economic size of China. This 
huge entity has been habitually taken 
for granted by Washington. But South 
America’s vast natural resources, the rise of 
Brazil as a pragmatic regional leader and 
the emergence of a “new-Left consensus” 
of welfare-oriented policies combine to 
make a postideological, interregional 
alliance for energy security and industrial 
competitiveness a more realistic prospect 
than ever before. South America should be 
viewed as nothing less than the third pillar 
of the West. 

America is not alone in grappling 
with the potential and turbulence of the 
Second World as it seeks to craft grand 
strategy and implement foreign policy. As 
China’s commercial and infrastructural 
e xpans ion i sm pu l l s  i t  e ve r  more 
uncomfortably into central Asia, the Near 
East and Southeast Asia, Beijing may find 

it increasingly difficult to import resources 
without importing instability. Similarly, the 
eu is already witnessing the social tensions 
that result from mass migration from 
Muslim lands. Though America’s rivals seem 
more fragile than it is, it remains to be seen 
whether being on the other side of the world 
will turn out to be a blessing or a curse. 

Second World states are clearly rising 
up the priority list in the formulation of 
American foreign policy. Charles Kupchan 
of Georgetown University argues that 
leveraging emerging regional powers is one 
of four pillars of a sensible grand strategy. 
While most Second World states will not 
individually become drivers of the great 
shift in global order currently under way, 
collectively they have contributed to the 
demise of the Old Order and been key 
players in ensuring that no new hierarchical 
arrangement can easily emerge to replace 
the Western-led, post–World War II system. 
Any plan for a future world order is not 
worth writing if it does not include the 
dozens of Second World countries whose 
aspirations are bubbling up into the 
framework of the world with increasing 
force. n
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The Hagiography
of Mr. Holbrooke
By Ted Galen Carpenter

Derek Chollet and Samantha Power, eds., 
The Unquiet American: Richard Holbrooke 
in the World (New York: PublicAffairs, 
2011), 400 pp., $29.99.

W hen Richard Holbrooke died 
unexpectedly in December 

2010, he left behind a large con-
tingent of friends and admirers who revered 
the man, his contributions in the realm of 
foreign policy and his geopolitical outlook. 
This memorial volume gives testament to 
that esteem by presenting essays by friends 
and colleagues as well as Holbrooke’s own 
writings over the decades. Editors Derek 
Chollet and Samantha Power succeed in 
providing a reasonably insightful portrait 
of Holbrooke the man as well as the foreign 
policy that he both shaped and embodied. 

But a corrective is in order. Holbrooke’s 
actions and philosophy were problematic 
in many ways. It does no great service 
to Holbrooke, and certainly not to 
his country, to modulate or ignore the 
controversy generated by his particular 

geopolitical views—or, for that matter, by 
the brash, impatient and often bullying 
demeanor he projected in the course of his 
official duties. Whatever one thinks of his 
philosophy or his personal style, it can’t 
be denied that Holbrooke was a powerful 
figure who left a large mark, for good and 
ill, on American foreign policy. 

In providing a window into Holbrooke’s 
foreign-policy views and objectives, The 
Unquiet American also sheds light on the 
foreign policy of the Democratic Party’s 
liberal establishment. Holbrooke was in 
many respects a poster boy for that 
faction of America’s foreign-policy elite. 
His career highlights both the strengths 
and weaknesses, mostly the latter, of that 
elevated element of officialdom. Gordon 
M. Goldstein observes in his contribution 
to the book that the younger generation 
of policy makers and scholars emerging 
from the Vietnam War (the group that the 
late New York Times columnist William 
Safire aptly dubbed “the new-boy network”) 
“remained central to Holbrooke’s life in the 
decades that followed. And to a remarkable 
degree, Holbrooke’s circle of intimate 
colleagues from that chapter would go on to 
shape the U.S. foreign policy establishment 
in the post-Vietnam era.”

The role of Holbrooke and other 
liberal foreign-policy figures is not just a 
matter of academic or historical interest. 
Obama administration officials obtain 
their views from that same intellectual 
wellspring and embody similar values 
and prejudices. Thus, the worldview of 
the Democratic establishment is likely to 
guide Washington’s foreign policy as long 

Ted Galen Carpenter, a contributing editor at 
The National Interest and senior fellow at the 
Cato Institute, is the author of eight books on 
international affairs, including Smart Power: Toward 
a Prudent Foreign Policy for America.
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as the current administration remains in 
power—and in any other Democratic 
administration in the foreseeable future. 
One can almost sense Holbrooke’s ghost 
hovering. And it is a ghost with some hard 
and sharp edges.

Several essays in this book confirm what 
many people in Washington already knew: 
Richard Holbrooke was not an easy man 
to like. Although Strobe Talbott argues in 
his contribution that Holbrooke did not 
fit the stereotype of either the “Quiet 
American” or the “Ugly American,” he was 
closer to the latter than the former. One of 
his nicknames, “The Bulldozer,” captured 
his utter lack of subtlety and finesse. This 
bulldozer approach proved particularly 
damaging when he served President 
Obama as special envoy to Afghanistan 
and Pakistan. He alienated rather than 
intimidated the prickly government and 
tribal leaders in those countries. 

A Holbrooke trait described by Power 
illustrates his rampantly egotistical persona. 
“Richard Holbrooke could be crushingly 
blunt,” she writes:

When he came over for dinner, he would take 
up the whole meal venting about the inanities 
of the bureaucracy he served, but then yawn 
ostentatiously when it took his dinner compan-
ions longer than a couple of sentences to get to 
the point.

Yet he did possess some redeeming 
qualities. During one of the periods when 
his Democratic Party was out of power 
and he did not hold appointive office, 
Holbrooke worked tirelessly to focus 

greater attention on the aids epidemic 
in Africa, even though he received little 
notice or credit for his efforts. The same 
was true of his actions to secure the release 
of journalist David Rohde and others who 
found themselves held hostage in perilous 
situations.

A unique feature of Holbrooke’s career 
is that he served both as assistant secretary 
of state for East Asia (in the Carter 
administration) and for Europe (in the 
Clinton administration). His early career 
prepared him far more for the former post 
than the latter. His initial assignment was 
as a young Foreign Service officer in South 
Vietnam, where he loyally attempted to 
execute Washington’s counterinsurgency 
and nation-building strategy.  That 
experience sobered Holbrooke to some 
extent, and as the chapter that he wrote 
for the Pentagon Papers revealed, he had 
concluded by the late 1960s that the war 
in Vietnam was unwinnable. Goldstein’s 
chapter on that phase of his life is one of 
the stronger contributions to The Unquiet 
American.

But, typically, even the valid lessons 
that Holbrooke learned from Vietnam 
tended to be limited. To the end of his 
days, he remained committed to the 
concept of nation building, as evidenced 
by his April 2002 article in the Washington 
Post, “Rebuilding Nations.” His criticism 
of the Vietnam venture was not that the 
policy of U.S. paternalistic meddling and 
imperial social engineering was fatally 
flawed but only that a better strategy—and 
especially better execution—was needed. 
His enthusiasm for the nation-building 
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crusades in Bosnia, Kosovo and Afghanistan 
demonstrated all too well the narrow 
extent of the lessons he took away from the 
Vietnam debacle. 

The wisdom of Holbrooke’s views and 
prescriptions regarding other elements 
of U.S. policy in East Asia was decidedly 
uneven. He admired the Nixon-Kissinger 
decision to unfreeze relations with China. 
Later, as assistant secretary of state, he 
helped guide the Carter administration 
through its policy shift of transferring 
U.S. diplomatic recognition from Taipei 
to Beijing—in the face of perilous 
congressional hostility and vigorous 
opposition from Taiwan.

There were also early hints of new, 
refreshing thinking about U.S. relations 
with South Korea and especially the U.S. 
military presence in that country. While 
he was out of office during the Ford years, 
Holbrooke advocated the withdrawal of 
all U.S. troops from South Korea. As a 
Carter administration official, though, he 
reversed course and joined the contingent 
of diplomatic and military personnel 
who feverishly lobbied President Carter 
to abandon his plans to do just that. 

Unfortunate ly,  Richard Bernste in’s 
otherwise solid chapter gives little insight 
into why Holbrooke’s views changed so 
dramatically.

One explanation is that he changed his 
mind after studying the issue in greater 
depth and honestly concluded that a 
troop withdrawal would pose serious, 
unanticipated dangers to important 
American interests. Or perhaps some 
sentiments of opportunism emerged when 
he discovered the extent of opposition to 
the shift from both the military leadership 
and senior Democrats. Holbrooke’s 
admirers readily concede his unwavering 
ambition was to become secretary of state in 
some future Democratic administration. 

But whatever the underlying sentiments, 
Holbrooke’s ultimate position on the 
troop presence in South Korea and 
overall U.S. security policy in East Asia 
exemplified the myopic, conventional 
wisdom of the Democratic Party’s foreign-
policy establishment—and, indeed, the 
bipartisan foreign-policy consensus. It was 
revealing that Holbrooke admired South 
Korean president Park Chung-hee’s success 
in persuading Carter that it would be 
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dangerous not only for South Korea but also 
for Washington’s position and reputation 
in East Asia and the western Pacific if the 
proposed troop withdrawal proceeded.

One wonders what Holbrooke and other 
foreign-policy activists expected Park to say. 
Two iconoclastic experts on Korean issues—
Edward Olsen, a professor emeritus at the 
Naval Postgraduate School, and Doug 
Bandow, a former assistant to President 
Reagan—pointed out that the U.S. 
military presence confirmed Washington’s 
willingness to continue providing a major 
component of South Korea’s defense. That 
constituted a multibillion-dollar annual 
subsidy that enabled Seoul to spend far 
less on its military than prudent national-
security considerations regarding the North 
Korean threat would dictate if South Korea 
had to take care of its own defense needs. 
Such cynical free riding was still apparent 
in the late 1980s when Bandow attended a 
conference in Seoul and suggested that the 
time was overdue for South Korea to phase 
out its military dependence on the United 
States. A leading South Korean participant 
sputtered that the government didn’t want 
to do that because “we have domestic 
needs.” Park Chung-hee and his successors 
were not about to give up that robust 
U.S. defense subsidy, and their American 
enablers have allowed the free riding to 
continue to the present day.

The unwillingness (or inability) of the 
dominant faction in America’s foreign-
policy community to envision a more 
limited, prudent and sustainable role 
for the United States in East Asia is also 
evident in its relations with Japan. 

Holbrooke described the U.S. role since 
1945 as “demicolonial,” protecting the 
noncommunist states in the region from 
aggression and creating a framework that 
enabled those countries to pursue economic 
growth and political stability. To his credit, 
during his stint as assistant secretary of 
state in the late 1970s, he recognized that 
the traditional pattern of the demicolonial 
policy was already coming to an end. 

But, once again, the limits to his analysis 
were on display. Yes, he (and some other 
officials) wanted Japan to play a slightly 
larger political and even military role, but 
it was always merely as Washington’s strictly 
controlled junior partner. Holbrooke 
regarded the notion of Tokyo playing 
a significantly more robust, much less an 
independent, role as dangerous radicalism 
that would threaten to destabilize the entire 
region. Such crabbed thinking three decades 
after World War II was already obsolete. 
Worse still, this thinking would persist far 
beyond the 1970s. The Pentagon’s 1995 
and 1998 planning-guidance documents for 
East Asia still epitomized a barely concealed 
worry about a revival of Japanese militarism 
and saw the United States as the only power 
that could or should protect the peace and 
stability of the region.

Holbrooke’s limited inclination to 
change U.S. policy in East Asia, 

though, was a model of shrewd, insightful 
statesmanship compared to his performance 
when he became assistant secretary of state 
for European affairs during the Clinton 
years. He acknowledged that he did not 
have extensive knowledge of European is-

Whatever one thinks of his philosophy or his personal style, it 
can’t be denied that Holbrooke was a powerful figure who left 

a large mark, for good and ill, on American foreign policy. 
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sues or much preparation for that post, and 
his performance in office demonstrated the 
adage that a little knowledge can be a dan-
gerous thing.

The quality of the chapters in The 
Unquiet American regarding that portion 
of Holbrooke’s career is as frustrating and 
disappointing as his record. Roger Cohen’s 
contribution, “Holbrooke, a European 
Power,” manages to recapitulate nearly every 
liberal-interventionist cliché concerning 
both the enlargement of nato and the 
Bosnian war, Holbrooke’s two priorities 
during those years. Derek Chollet’s chapter 
on the road to the Dayton accords is only 
marginally better.

Holbrooke, an early and vocal enthusiast 
for the expansion of nato, argued that 
it would stabilize Central and Eastern 
Europe and, together with the expansion 
of other Western institutions, especially 
the European Union, would create the 
political, security and economic framework 
for a whole and democratic Europe. Like 
most proponents of enlargement, he 
greatly overstated both the importance of 
enlargement to America’s own interests and 
the probable benefits to the United States. 
In his article in the March–April 1995 
issue of Foreign Affairs, Holbrooke blithely 
described America as a European power 
and argued that the welfare of Central and 
Eastern European states was vital to this 
country’s own security and well-being.

As with so many advocates of nato 
expansion, Holbrooke misconstrued 
America’s geostrategic position. The 
United States is not and never has been a 
“European power.” It is an external power 

that has some European interests. That may 
be a subtle distinction, but it is extremely 
important. It argues against any legitimate 
reason for Washington to attempt to 
micromanage Europe’s affairs, which 
is what Holbrooke’s approach inevitably 
entailed. Taking on an assortment of mostly 
small security clients, several of which have 
tense relations with neighboring countries, 
especially Russia, created liabilities for the 
United States, not assets.

Holbrooke and his allies responded 
dismissively to prescient warnings that 
nato expansion would not only expose 
the United States to needless security 
headaches but would also poison relations 
with Moscow. He and other proponents 
of expansion audaciously argued that it 
would actually benefit Russia by creating 
greater stability on its western flank. 
Not surprisingly, Moscow saw matters 
differently—as an attempt by the United 
States and its allies to take advantage of 
Russia’s weakness in the initial post–Cold 
War decade and expand Western power into 
a traditional Russian sphere of influence. 

In his 1995 Foreign Affairs article, 
reprinted in The Unquiet American , 
Holbrooke argued, “Expansion of nato is 
a logical and essential consequence of the 
disappearance of the Iron Curtain.” It was, 
but not in the way he believed. Holbrooke 
contended that it provided an opportunity 
to widen European unity based on shared 
democratic values. Christopher Layne, a 
professor at Texas A & M University, put 
it far more accurately in his important 
book, The Peace of Illusions. The demise 
of the Warsaw Pact and the Soviet Union, 
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Layne argued, created a power vacuum in 
Central and Eastern Europe that the sole 
remaining superpower, the United States, 
saw an irresistible opportunity to fill. The 
expansion of a U.S.-dominated nato was 
the perfect vehicle to achieve that goal 
at the expense of the defeated adversary, 
Moscow. What occurred with nato 
expansion, Layne contended, was a real-
world application of offensive-realist theory. 
Specifically, both Washington’s concept of 
its European interests and its determination 
to pursue those interests expanded once the 
Soviet Union no longer constrained U.S. 

power. The tendency of Holbrooke and his 
colleagues to cloak nato’s enlargement in 
benevolent, moralistic garb was either self-
deception or propaganda.

As Russia gradually recovered its 
economic and military strength, it 

predictably pushed back against U.S. and 
nato ambitions. Moscow’s very effective 
campaign to regain political influence in 
Ukraine and the nasty little war waged 
against Georgia to secure the independence 
of South Ossetia and Abkhazia sent a 
message to Washington that the West’s 
penetration into Russia’s backyard had 
reached its limits. It is revealing that the 
bold talk of extending nato membership to 
Ukraine and Georgia, so prominent a few 
years ago, has largely disappeared. 

Because Holbrooke and most foreign-
policy opinion leaders in the Democratic 

Party accepted the fallacy 
that the United States is 
a European power, it was 
not surprising that they 
wanted decisive U.S. action 
in  Bo sn i a .  Ho lb rooke 
insisted that the bloodshed 
there  was  taking place 
“in the heart of Europe.” 
That characterization was 
wrong in terms of biology, 
geography and his tory. 
Bosnia and the rest of the 
Balkans are more accurately 
viewed as Europe’s infected 
hangnail,  not its heart. 
Although developments 
there might be painful and 
annoying, they are hardly 

critical to the Continent’s future. Otto 
von Bismarck aptly observed that the 
Balkans were not worth the bones of a 
single Pomeranian grenadier. That was true 
for continental Europe’s leading power 
in the late nineteenth century, and it is 
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even truer for a distant power such as the 
United States in the late twentieth and 
early twenty-first centuries.

Not only did Holbrooke and many 
other prominent American foreign-policy 
figures overstate Bosnia’s importance to 
the United States, but their view of the 
triangular ethnic conflict there was (and 
largely remains) a simplistic melodrama. 
“My generation,” Holbrooke wrote, “had 
been taught in school that Munich and the 
Holocaust were the benchmark horrors of 
the 1930s. Leaders of the Atlantic alliance 
had repeatedly pledged it would never 
happen again. Yet between 1991 and 1995 
it did happen again.”

The equation of the mundane Bosnian 
civil war with the Holocaust was absurd, 
but that was the image that drove U.S. 
policy. The three-year armed conflict, 
while  tragic,  produced barely one 
hundred thousand casualties (including 
military personnel) on all sides. And yet 
it became the moral equivalent of Hitler’s 
extermination of millions of innocents. 
Advocates of  Western intervention 
augmented that perversion of history with 
a propaganda campaign that portrayed the 
complex, multisided fight as a stark case 
of aggression and genocide that evil Serbs 
perpetrated against innocent Muslims. (A 
similar, grotesque interpretation would 
dominate the U.S. view of the murky 
Kosovo struggle later in the 1990s.) 

Holbrooke’s admirers consider his 
negotiation (in reality, imposition) of the 
Dayton accords the crowning achievement 
of his career. That was true in the sense 
that his labors ended the armed struggle. 

But Dayton also created an utterly 
dysfunctional state from which two of the 
three antagonistic ethnic groups, the Serbs 
and Croats (together just over 50 percent of 
the population), would secede even today if 
allowed to do so. Moreover, Bosnia remains 
a perpetual economic basket case and 
international ward that is no closer to being 
a viable country now than it was when the 
Dayton accords were signed in December 
1995.

Showing his persistent nation-building 
tendencies, Holbrooke recognized Dayton’s 
flaws and grew ever more impatient about 
them. Derek Chollet notes that Holbrooke 
described his position as “maximalist” and 
“worked to forge an agreement that would 
create a unified, democratic, multiethnic, 
and tolerant Bosnia.” But his proposed 
solution—one that a major portion of the 
foreign-policy community still pushes—
was to have the Western powers strengthen 
Bosnia’s central government by fiat. The 
assumption of nation builders is that such 
measures would (somehow) produce the 
requisite unity to enable Bosnia to function 
as a cohesive, effective state. It is more 
likely that such a strategy would intensify 
simmering ethnic tensions and perhaps 
even trigger a new war.

P erhaps the most telling feature of Hol-
brooke’s worldview is how closely he 

adhered to the conventional wisdom of 
America’s foreign-policy elite that the Unit-
ed States is the indispensible nation in the 
international system. Some senior Demo-
crats inexplicably regarded Holbrooke as 
a radical in the 1970s. Richard Bernstein 

Holbrooke insisted that the bloodshed in Bosnia was 
taking place “in the heart of Europe.” That characterization 

was wrong in terms of biology, geography and history. 
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relates that Zbigniew Brzezinski, Carter’s 
national-security adviser, “genuinely dis-
liked Holbrooke, apparently believing . . . 
that he and his group were ‘left-wing nuts.’” 
Yet Holbrooke never questioned the prevail-
ing national narcissism about America’s pre-
sumedly irreplaceable world role. Neither 
have most of his colleagues and admirers. 

In that sense, there was not much 
difference between Holbrooke and the 
neoconservatives that he often criticized. 
The difference was more of style than 
substance. Holbrooke, like most liberal 
Democrats, preferred to have the United 
States pursue its foreign-policy objectives 
within a multilateral framework whenever 
possible. Neoconservatives, in contrast, 
are usually ostentatious advocates of 
unilateralism. Not only do such leading 
neoconservative figures as William Kristol, 
John Bolton and Charles Krauthammer 
exhibit contempt for the United Nations, 
they tend to view nato and other alliances 
as being useful only if the other members 
follow Washington’s policy preferences 
without a murmur of protest.

Holbrooke and his  l iberal  a l l ies 
regarded that approach as crude and 
counterproductive. But he was never a 
devout multilateralist, much less a member 
of the quasi-pacifist contingent that 
backed George McGovern’s presidential 
candidacy so enthusiastically in 1972. 
That point became clear on numerous 
occasions, especially during Holbrooke’s 
tenure as U.S. ambassador to the United 
Nations from 1999–2001. Although he 
argued that the un could, and often did, 
serve U.S. interests, he also emphasized 

that no international body should control 
Washington’s actions. 

Distancing himself from those who, he 
believed, held a “romanticized view” of 
the United Nations, Holbrooke noted in 
a November 1999 speech at the National 
Press Club that the United States had 
“other vital instruments of national power 
at our disposal.” Such capabilities were 
“demonstrated quite amply twice in the 
last four years: in Bosnia, where nato, led 
by the United States, bombed and sent in 
a nato-led force without un authority; 
and in Kosovo, where the bombing again 
took place without un authority.” He 
added tellingly: “I would advocate similar 
actions again unhesitatingly if it were in the 
national interest.”

In other words, Holbrooke, like other 
liberal interventionists such as Madeleine 
Albright, saw the United Nations—
and, for that matter, other multilateral 
organizations—as an occasionally useful 
foreign-policy tool, or at least a convenient 
fig leaf, for Washington’s foreign-policy 
objectives. But such liberals did not flinch 
from bypassing such institutions to pursue 
very broadly defined national interests.

Holbrooke’s general preference for U.S. 
activism, within or outside a multilateral 
framework, underscored his reflexive 
view of the United States as the world’s 
one indispensible nation. That attitude 
was evident in his assumption that a 
significantly stronger and more active 
Japan should not become the primary 
force for security and stability in East Asia. 
He insisted that only America could, or 
should, play that role—even in the twenty-
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first century. Holbrooke 
preferred a similar static 
paradigm for Europe in 
the twenty-first century. 
Embracing the view that 
the United States was the 
only country capable of 
providing the appropriate 
security framework for the 
Continent, he revealed an 
interesting blind spot. “If 
the United States does not 
lead, its European allies 
could falter as they did in the early part 
of this decade,” Holbrooke wrote in the 
pages of the New Yorker in 1998. On other 
occasions, he sneered at Europe’s lack of any 
credible military capability to back up its 
diplomatic pretensions. 

But as Alan Tonelson, a research fellow 
at the U.S. Business and Industry Council 
Educational Foundation, observed more 
than a decade ago, the lack of European 
(and East Asian) military capabilities is 
largely because of the “smothering strategy” 
that Washington has employed since the 
end of World War II. Not only did the 
United States take on a dominant role 
in the security affairs of both regions, 
but it also insisted on maintaining that 
preeminence. U.S. officials made it clear 
early and often that they did not view 
favorably independent security initiatives 
by their allies. Washington’s opposition to 
a substantially larger Japanese security role 
has already been noted, but the hostility 
to the European Union’s periodic flirtation 
with developing an independent military 
capacity was equally intense.

The insistence on U.S. primacy creates 
a massive incentive for European and East 
Asian allies to take a free ride on America’s 
defense exertions. As Cato Institute scholar 
Christopher Preble argues in The Power 
Problem, that arrangement has been a very 
good deal for taxpayers in allied countries. 
But it has produced two pernicious effects. 
One is that the allied free riding is an 
extremely bad deal for U.S. taxpayers. On 
a per capita basis, Americans pay four to 
five times as much in military spending 
as citizens in major European and East 
Asian allied countries. Even worse, the 
outsized U.S. security role has fostered an 
unhealthy, dependent mentality on the part 
of governments and populations in both 
regions. The European “fecklessness” that 
Holbrooke and his colleagues lamented 
regarding the growing turmoil in the 
Balkans during the 1990s was a direct—
indeed, inevitable—consequence of the 
U.S. smothering strategy.

Incentives matter in foreign policy as 
much as they do in domestic policy. It 
was unrealistic for Holbrooke and others 
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to insist that America is the indispensible 
nation and then complain about the lack of 
preparation or initiative on the part of the 
allies. That is the price of U.S. narcissism, 
and it is a price that grows ever larger as 
Washington retains all of its Cold War–
era security responsibilities while adding 
new ones around the world. It is also a 
price that grows ever more burdensome as 
America’s fiscal and economic woes mount. 
It is bizarre, for example, that we are now 
borrowing money from China so that we 
can continue defending such nations as 
Japan and South Korea—at least in part 
against a possible Chinese security threat. 

Richard Holbrooke was among a handful 
of extremely important and influential 
American foreign-policy figures of the past 
half century. As The Unquiet American 
demonstrates, he especially made his mark 
on policy with respect to East Asia and 
Europe. But his legacy is a mixed one 
with more negative than positive features. 
Ultimately, that disappointing record was 
due less to his own deficiencies than to the 
sterile, static worldview that characterizes 
so much of America’s foreign-policy 
establishment. The limited nature of the 
“debate” within that community about 
America’s appropriate diplomatic and 
military role in the world has been akin 
to an excruciatingly boring football game 
played only between the forty-yard lines. 

Bold, new—and badly needed—ideas 
rarely emanate from the foreign-policy 
establishment that Richard Holbrooke 
embodied .  The Unquie t  Amer i can 
demonstrates that worrisome reality with 
unintended clarity. n

Whose World 
Is It Anyway?
By Daniel W. Drezner

Charles Kupchan, No One’s World: The 
West, the Rising Rest, and the Coming Global 
Turn (New York: Oxford University Press, 
2012), 272 pp., $27.95. 

I n 1990, G. John Ikenberry and Charles 
Kupchan published a research article 
on hegemonic power in International 

Organization that originally garnered little 
notice but proved to be much beloved by 
scholars. In “Socialization and Hegemonic 
Power,” Ikenberry and Kupchan argued that 
hegemons maintained their status through 
more than brute force or the manipulation 
of carrots and sticks. Wise hegemons took 
care to ensure that they educated the elites 
of subordinate states in their substantive be-
liefs. In doing so, these elites would learn to 
accept the ideas that animate the hegemonic 
power. Their takeaway point was that, while 
material power mattered, deep levels of so-
cialization permitted a superpower to rule 
through noncoercive means. 

Since publishing that essay, Ikenberry, 
now at Princeton, and Kupchan, a 
Georgetown professor and fellow at the 

Daniel W. Drezner is professor of international 
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Diplomacy at Tufts University and a senior editor 
at The National Interest.
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Council on Foreign Relations, have 
gone in divergent directions. The former 
has continued to write about American 
hegemony and the order that emanated 
from it. In After Victory, he pointed out 
the ways in which the United States used 
multilateral institutions to “bind” itself 
to a liberal global order. More recently, in 
Liberal Leviathan, Ikenberry argued that 
these institutions are sufficiently appealing 
to rising states like China and India that 
their elites would help support America’s 
animating ideas. 

Ku p c h a n  h a s  p u r s u e d  a  m o re 
idiosyncratic track. A decade ago, in The 
End of the American Era, he argued that 
American unipolarity was doomed and the 
European Union would emerge as a new 
global superpower. Clearly, that prediction 
has not panned out, so now he is back with 
a new and more pessimistic prediction. In 
No One’s World, Kupchan joins the chorus 
arguing that the distribution of power has 
shifted away from the West and toward the 
“rest,” meaning non-Western nations. More 
significantly, Kupchan argues that these 
rising powers will not embrace the same 
ideas that governed the United States and 
Europe during the creation of the post–
World War II and post–Cold War worlds: 
“The Chinese ship of state will not dock 
in the Western harbor, obediently taking 
the berth assigned it.” The conditions that 
caused the West to embrace secular, liberal, 
free-market democracy are not present in 
very large swathes of the globe. Instead, 
according to Kupchan, it will be no one’s 
world: a mélange of competing ideas and 
competing structures will overlap and 

coexist. No one great power or great idea 
will rule them all. 

No One’s World is an interesting and 
wide-ranging book. In a brisk two hundred 
pages, Kupchan covers an astonishing 
range of material, from the finer points 
of sixteenth-century religious doctrine to 
the political economy of modern African 
patrimonialism. He provides a useful 
corrective to the Pollyannaish notion that 
countries, as they get richer, will look more 
and more like the West. Unfortunately, 
Kupchan’s analysis is a snapshot where 
moving pictures are needed. The analysis 
in No One’s World has a static quality to it. 
A more dynamic assessment yields a vision 
that suggests Ikenberry might have time on 
his side. Perhaps the rest of the world has 
been more socialized into vital aspects of 
Western norms than Kupchan thinks. 

Kupchan begins No One’s World with a 
look into the past, recounting exactly 

how the West became the West. In 1500, it 
was far from obvious that Europeans were 
about to start writing the rules for the rest 
of the globe. The Ottoman Empire was 
surging into the Balkans and threatening to 
conquer the Austrian Empire. Chinese ad-
miral Zheng He was voyaging far into Af-
rica’s east coast; the Ming Dynasty seemed 
poised to expand its influence far beyond 
the Pacific Rim. The Aztecs were the he-
gemonic actor in Central America, as were 
the Incas in South America. Compared to 
these empires, the set of squabbling, de-
centralized and warring states in northwest 
Europe did not seem a likely candidate for 
global hegemony. 
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How did it happen? Kupchan isolates 
the preconditions in an abbreviated but 
informative history of modern Europe, 
and his story closely follows the traditional 
narrative of Western economic history. 
The Protestant Reformation broke the 
Catholic Church’s monopoly on political 
and ecclesiastical power, fostering toleration 
for entrepreneurial activities. Urbanization 
increased the power of merchants and 
traders at the expense of landowners 
and traditional nobility. Europe’s natural 
geography prevented any single ruler from 
eliminating other nation-states, creating a 
political competition that made it costly to 
retard or suppress innovation. Combined, 
these effects empowered key commercial 
interests possessing strong “horizontal 
linkages” with each other (a phrase 
Kupchan uses often). These newfound 
sources of economic influence forced 

political leaders to accommodate rather 
than repress commercial interests within 
their borders: “A growing bourgeoisie had 
established itself as an indelible feature 
of Europe’s political landscape, leaving 
monarchs and nobility no choice but to 
grant this new class a say in matters of 
governance.” The long-run effects of 
politically empowering this new class were a 
boost in economic dynamism and political 
liberalization in Europe. As Europe dictated 
terms to the rest of the world, these ideas 
and values spread to settler colonies and the 
rest of the globe. 

At this juncture, Kupchan pivots to the 
rest of the world to see if it is likely to 
follow the Western path. He is doubtful. 
Looking at the developing world’s past, he 
concludes that the preconditions for liberal, 
secular democracy are not present there. 
The Ottoman Empire as well as myriad 
imperial dynasties in Persia, China, India 
and Japan all failed to evolve in the same 
way as Western Europe. Because “Islam is 
a religion of faith and law in which there 
is no distinction between the sacred and 
the secular,” political leaders were also 
religious leaders in the Muslim world, 
making it difficult for the commercial 
class to develop any kind of autonomy. In 
South and East Asia, the suffocating hand 
of the central government prevented the 
kind of horizontal linkages that might have 
enabled private citizens to amass political or 
economic power. 

For Kupchan, the past is the future in 
the non-Western world. After arguing that 
these regions will acquire greater influence 
over time, he concludes that modernization 
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will not lead to Westernization. “The 
problem is that the defining attributes of 
the West—liberal democracy, industrial 
capitalism, and secular nationalism—
are not being replicated as developing 
regions modernize.” To be sure, Kupchan 
acknowledges that the “rest” has embraced 
capitalism, but in many instances it is a 
capitalism of a peculiar form: government 
owned, operated and incubated via 
sovereign wealth funds, state-owned 
enterprises,  national oil  companies 
and state-development banks. More 
importantly, this structure of capitalism has 
made it easier for these states to prevent the 
other two legs of the Western model from 
developing. Instead of liberal democracy, 
other polities are emerging as viable 
alternatives, including “paternal autocracy” 
(Russia), “tribal autocracy” (the Persian 
Gulf ), “communal autocracy” (China), 
“theocracy” (Iran), and various forms of 
democratic facades in Africa and Latin 
America. In many of these governments, the 
fusion of religious and political authority is 
strong enough to preclude any openness to 
secularism or respect for minority sects. 

At the same time that these new forms 
of hard and soft authoritarianism have 
emerged, Kupchan argues that the West 
itself has been sabotaged from within. The 
sovereign-debt debacle has revealed “the 
crisis of governability” in the European 
Union. As Kupchan shrewdly observes, 
“The problem is that Europe’s institutions 
and its politics are on divergent paths; its 
institutions are getting more European and 
its politics more national.” The situation 
is little better in Japan, as that country 

grapples with a two-decades-long financial 
crisis, a looming demographic crunch and 
the clean-up costs of Fukushima. Only in 
comparison to its allies does the United 
States look good. The 2011 debt-ceiling 
crisis and the downgrade by Standard & 
Poor’s are symbols of the dysfunctional 
nature of American governance. As 
Congress has become more polarized, the 
checks and balances of the Constitution 
have become choke points where reform 
goes to die. The result is a world in which 
no single state is powerful enough to erect 
global norms, and no coalition of states can 
reach a sufficient degree of consensus on the 
rules of the game. 

Unless and until the Western political 
machine can revive itself, No One’s World 
concludes, the United States will need to 
pursue a policy of offshore balancing. More 
generally, Kupchan warns that “if a new 
rules-based order is to emerge, the West will 
have to embrace political diversity rather 
than insist that liberal democracy is the only 
legitimate form of government.” Instead, a 
standard of “responsible governance” would 
widen the number of possible stakeholders 
at the global level. Furthermore, Kupchan 
advocates a devolution to regional forms of 
governance in which Western institutions 
serve as a template rather than a substitute 
for local solutions. He concludes by 
observing that this strategy should appeal 
to Americans given the current domestic 
situation: “What the United States needs 
to do to restore solvency and domestic 
consensus—retrench—is also what it 
needs to do to make more room for rising 
powers.” 
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Kupchan is competing in a crowded 
market for books of this ilk. Over the 

past decade, Niall Ferguson, Richard Haass, 
Fareed Zakaria, Ian Bremmer and many 
others have made variants of the triptych ar-
gument that 1) power is diffusing from the 
United States to the developing countries; 
2) power is diffusing from states to nonstate 
actors; and therefore 3) global governance is 
going to be a horrible mess for quite some 
time. 

Kupchan’s argument distinguishes itself 
from these other works on two counts. 
First, he displays some of the same strengths 
here as in his earlier work. In about two 
hundred pages of text, he manages to 
go from the breakup of the Carolingian 
Empire to what the world will look like 
in 2050 with clear, focused prose and 
argumentation. Try this at home; it is 
neither easy nor fun. 

Furthermore, unlike his contemporaries, 
Kupchan is willing to get down into the 
weeds of historical institutionalism in 
examining why the political economy of 
the West does not resemble that of the 
“rest.” He embeds his argument in deep 
historical context to explain why the more 
advanced developing countries will reject 
the American-led order. When Kupchan 
argues that neither China nor Russia 
will be altering its authoritarian regime 
anytime soon, he explains why through 
adept references to their past histories. In 
connecting the flourishing of the Western 
idea to the historical evolution of the West 
itself, he is better placed than most to 
conclude that China, Russia and others will 
not be evolving in the same way. 

One of Kupchan’s shrewder points is 
that modernization is not the same thing 
as Westernization, even in countries 
that seem to inherit a large number of 
Western traits. Indeed, if anything, it is 
a bit disappointing that No One’s World 
does not elaborate on this point. India, for 
example, is the advanced developing state 
that most resembles the West in its secular, 
capitalist democracy. Despite a strong 
affinity for Western ideas, the growth of 
affluence in the subcontinent has had some 
peculiar effects. For example, one would 
expect that the combination of economic 
growth and increased female-literacy rates 
would increase gender equality in that 
country. A recent study in the Lancet, 
however, revealed a startling finding: the 
very regions and households with greater 
levels of education and per capita income 
also demonstrated the highest rates of sex-
selective abortions. These are the families 
that can afford sophisticated ultrasounds 
that determine the sex of the baby in 
time for an abortion. If this is a trend 
in Western-friendly India, one can only 
imagine the persistence of non-Western 
ideas and ideals in places like China and the 
Middle East. 

Even the more controversial dimensions 
of Kupchan’s argument—such as his 
distinction between Christianity and 
Islam—have a cruel ring of truth. I will 
leave it to theologians to debate whether 
No One’s World’s blanket assertion that 
Islam is a creed of faith and law is 100 
percent accurate. Still, in thinking about 
the cultural gap between the West and the 
Islamic world, one only has to contrast 
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how Afghans responded to the accidental 
burning of Korans with their reaction to the 
recent massacre of sixteen Afghan civilians 
by an American soldier in Kandahar. 
The latter led to complaints and peaceful 
protests; the former triggered nationwide 
violence. A member of Afghanistan’s Ulema 
Council patiently explained to the New 
York Times: “To Muslims, and especially to 
Afghans, religion is much higher a concern 
than civilian or human casualties. . . . When 
something happens to their religion, they 
are much more sensitive and have [a] much 
stronger reaction to it.”

One of Kupchan’s more beguiling 
conclusions is that it’s not as simple as the 
West versus the “rest.” Just because the 
oecd economies are declining relative to 
the so-called brics states doesn’t mean that 
the latter shares a cohesive vision of the 
future world order. As Kupchan writes, 
these nations diverge profoundly “on many 
dimensions, including political culture, 
path of socioeconomic development, and 
religion.” The standard fear voiced in this 
genre is a rising China dictating terms to 
the West. For Kupchan, there’s an even 
greater fear—a world that lacks the ability 
to agree on any common goals beyond the 
lowest common denominators. 

D espite these strengths, No One’s World 
falls victim to some of the common 

maladies that afflict the “big-think” genre. 
Kupchan suffers from a pathology that’s 
unfortunately endemic to foreign-affairs 
authors more generally—opining at length 
about what ails the United States. This is an 
occupational hazard of international-affairs 

writers, and it leads to some of the most 
painful prose in existence. These diatribes 
all sound the same—growing polariza-
tion, gerrymandering, declining education 
standards, crumbling infrastructure and so 
forth. It’s not that these laments are neces-
sarily wrong, but they are banal. Most of 
these analyses rely on decades-old Introduc-
tion to American Government arguments 
that are obsolete, and most of the proposed 
reforms are politically unfeasible.

Unfortunately, Kupchan falls into these 
traps. His policy prescriptions are shot 
through with clichés and unworkable 
proposals. He notes approvingly that 
“programs of national service can be 
effective antidotes to social segmentation.” 
On the next page, he laments that “the U.S. 
government has no high-level official or 
agency charged with long-range economic 
planning.” While this statement would 
surprise the employees at darpa, it’s even 
more surprising that Kupchan thinks 
“the West can also learn from China and 
other state-led economies the benefits of 
strategic economic planning.” He badly 
overestimates the advantages of such 
plans: as a rule, countries that apportion 
such a high percentage of their economy 
to investment inevitably indulge in 
massively distorted allocations of capital. 
This was true in the Soviet Union, Japan 
and now China—Google “ghost cities” 
to see why. An American version of the 
Japanese economic-planning agency miti 
or its Soviet equivalent Gosplan would be 
expensive at best and harmful at worst. 
Kupchan then proposes lengthening the 
congressional workweek and parties holding 

According to Kupchan, it will be no one’s world: a mélange 
of competing ideas and competing structures will overlap and 

coexist. No one great power or one great idea will rule them all.
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“internet referenda” to avoid the pernicious 
effect of special interests. The kicker comes 
when, after Kupchan suggests a program 
of “progressive populism,” he advocates 
“establishing technocratic panels of experts 
and politicians tasked with generating 
pragmatic, results-oriented proposals.” 
Beyond the patronizing tone,  this 
proposal encapsulates entities like the 9/11 
Commission, Iraq Study Group and the 
Simpson-Bowles deficit commission. The 
fact that the federal government did not 
listen to these “technocratic panels” suggests 
that such bodies might not be as effective as 
Kupchan would have you believe.

Beyond the portrait of the United 
States, there is a static snapshot element 
to much of the analysis in No One’s World. 
Unfortunately, the post-2008 world moves 
rather quickly, so some of Kupchan’s photos 
already look faded and dated. Claims about 

sustainable authoritarianism might have 
seemed sensible eighteen months ago, 
but they look far wobblier following the 
Arab Spring. Kupchan correctly observes 
that the Arab Spring does not mean that 
the Middle East will transform itself into 
a beacon of Jeffersonian democracy, but 
that’s not the point. The uprisings across 
the Middle East—as well as Russia—
demonstrate that these authoritarian 
regimes are far more brittle than 
Kupchan presupposed. Furthermore, 
the ways in which these movements 
have played out expose a deeper flaw in 
Kupchan’s historical analysis. The Cairo 
uprising showed that the horizontal 
linkages that Kupchan sees as unique 
to the West are increasingly present in 

authoritarian states as well. If these linkages 
exist, then the preconditions for liberal 
democratic transitions are also present. No 
One’s World is right to bring up the religious 
dimension, but beyond the Middle East 
this does not appear to be that severe of an 
impediment. 

This doesn’t suggest that the rest of 
the world will move ineluctably toward 
democracy. Still, many of the regions that 
Kupchan highlights as being “different” 
from the advanced industrialized world 
are not really all that different. It is true 
that most democracies in Latin America 
and Africa do not currently resemble the 
Madisonian democratic ideal. On the 
other hand, the same conclusion would 
have been reached after examining a 
snapshot of southern Europe in the 1970s 
or East Asia in the 1980s. Indeed, one 
could have made the same arguments 
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about an absence of horizontal linkages, 
the heavy hand of the Catholic Church, 
and the ways in which the state had 
centralized economic and political 
authority. The fact that these countries 
now resemble their democratic allies 
suggests that the past is not destiny. 

The  moment  one  rea l i ze s  tha t 
democracies evolve over time, Kupchan’s 
argument seems even more static. No One’s 
World assumes that either the strongman 
or populist variants of democracy will 
perpetuate themselves. If anything, 
the opposite seems to be true: the more 
extreme versions of Latin American left-
wing populism are imploding, while Brazil 
looks more and more like a conventional 
secular democracy. Even countries as closed 
off as Myanmar seem willing to embrace 
myriad aspects of the Western model. 
Kupchan is certainly right that the rest of 
the world will not automatically migrate 
toward the West. But the migration will 
likely be greater than he thinks. A world 
in which China and Russia are the global 
“outliers” looks very different from the one 
depicted in No One’s World, which posits a 
much more heterogeneous assemblage of 
regime types.

Even if Kupchan is correct about the 
persistence of different domestic regimes 
across the globe, his presumption that 
global governance is fracturing is equally 
problematic. True, the shifting distribution 
of power will likely make forums such as 
the un Security Council more inert. Still, 
it is interesting to assess how the key 
institutions of global economic governance 
have performed since the 2008 economic 

crisis. It is true that the G-20 has bogged 
down recently, but it acted quickly and in 
concert during the immediate aftermath of 
the Lehman Brothers bankruptcy. Contra 
expectations in 2008, the International 
Monetary Fund became a more important 
and better-capitalized institution, and the 
World Trade Organization has preserved 
the existing state of economic openness. 
Indeed, these global-governance structures 
have performed well enough to revive 
global output and trade levels despite 
initial falls that exceeded those of the Great 
Depression. Despite the financial crisis, the 
World Bank reports that for the first time 
in modern history, extreme poverty has 
fallen in every region of the globe. If these 
are examples of what can be accomplished 
during global dissensus, then it doesn’t seem 
like that big of a problem. 

Of course, one explanation for this is 
that on a welter of issues, there is a policy 
consensus at the elite and mass levels. 
Global public-opinion surveys demonstrate 
a genuine enthusiasm for economic 
globalization across the major economies—
as well as positive attitudes toward existing 
global-governance structures. There 
are similar levels of consensus on issues 
like combating terrorism and nuclear 
nonproliferation. Kupchan is right 
to observe the absence of consensus on 
democracy promotion, but that is a small 
part of the global-issues menu. If the 
benefits of globalized capitalism are agreed 
upon by both established and emerging 
great powers, then Ikenberry’s arguments 
about the persistence of the status quo 
institutions trump Kupchan’s pessimism. n
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A Singular Empire
By Adrian Goldsworthy

Greg Woolf, Rome: An Empire’s Story (New 
York: Oxford University Press, 2012), 384 
pp., $29.95.

T he Roman Empire casts a long 
shadow. It may not have been the 
largest empire ever to exist, but it 

was one of the largest, and few if any can 
match its longevity. The Romans ruled Italy 
by the end of the fourth century bc, domi-
nated the entire Mediterranean world by 
the middle of the second century bc and 
in the years to come ruled from the Atlan-
tic coast in the west to the Euphrates in 
the east, from what is now Scotland in the 
north to the Sahara desert in the south. 
This achievement was all the more remark-
able in an age when no person or idea could 
travel faster than a ship could sail or a horse 
gallop. The last emperor to rule in the west-
ern provinces was deposed in 476. The last 
to rule from Constantinople—established 
in the fourth century ad as a new Rome, 
with its own seven hills and senate—lost his 
city to the Turks in 1453.

Greg Woolf, a professor at the University 
of St. Andrews, opens his excellent new 

book with the statement, “All histories of 
Rome are histories of empire.” This states 
a truth that should be obvious, although 
it is surprisingly often neglected by some 
scholars working on the period. That is 
not the case here, and Woolf ’s focus “is 
empire itself,” and within that he explores 
many of the great questions—how and why 
the empire was created, how it changed 
the world, how the empire itself changed 
and, ultimately, why it failed. This is a vast 
topic, and any of his chapters could readily 
be expanded into a book in its own right. 
His focus is on some fifteen hundred years, 
from the creation of the republic to the end 
of the sixth century ad, when the eastern 
empire made an ultimately unsuccessful 
bid to regain Italy and some of the western 
provinces. Moderns usually refer to the 
eastern emperors as Byzantine, but they 
saw themselves as Romans. Nevertheless, 
by this time the eastern empire was 
sufficiently different to make this a good 
stopping point. In the eighth century, the 
Arab conquests would strip the eastern 
empire of the bulk of its territory, leaving 
it merely one state among many and no 
longer by any stretch of the imagination the 
dominant superpower in the world.

Traces of the western empire survived. 
For scholars, the orthodox view now stresses 
these continuities and speaks of the creation 
of the barbarian kingdoms that replaced 
them as transforming the ancient into the 
early medieval world—a label giving a more 
positive spin to what used to be called the 
Dark Ages. At times, this is accompanied 
by a somewhat naive tendency to play down 
the violence and upheaval of this process. 

Adrian Goldsworthy is a British historian who 
has written extensively on ancient Roman history. 
Educated at Oxford, he has taught at Cardiff 
University, King’s College London and the 
University of Notre Dame.
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However, even these commentators don’t 
pretend that change did not occur. An 
immense and coherent empire was replaced 
by many smaller kingdoms and states, and 
the world became less stable, much less 
literate, technologically less sophisticated 
and far more local in its focus. The Roman 
Empire had been powerful and was gone, 
even if traces remained in law or the 
structure of a Catholic Church centered on 
Rome. These remain to this day, without 
altering the basic fact that the Roman 
Empire is long gone.

The success of Rome’s empire—the re-
public was already an imperial power 

even before the emperors—is obvious from 
its size and longevity. Its sophistication and 
apparent modernity impress us, as do its 
legacies. Christianity began under Rome’s 
rule, and together with the Greco-Roman 
culture of that empire, the Judeo-Chris-
tian tradition provides the main bedrock 
of Western culture. Roman monuments 
still inspire awe, even in their ruined state. 
Woolf notes that if the Pantheon or the 
Baths of Caracalla in Rome were still cov-
ered in their original marble and decora-
tion, they would rival the Taj Mahal in 
beauty as well as in sheer grandeur. 

The bathhouse was one of the most 
sophisticated pieces of engineering ever 
created by the Romans, and it is significant 
that so much ingenuity was devoted 
simply to make life more comfortable. A 
society has to be wealthy to afford such 
luxury—and even small communities 
and modest army bases had their public 
bathhouses, for this was not simply an 

indulgence for the rich. The vast cost of 
the grand public entertainments and the 
amphitheaters and circuses built to stage 
them is a similar indicator of priorities. 
The cruelty of gladiators and beast fights 
shock us as something utterly alien to 
modern sensibilities, but the simple 
fact that a society could afford to lavish 
money on such spectacles is a sign of its 
wealth. (Gladiators still make good box-
office material, and in Hollywood’s Rome, 
all roads still lead to the arena.) Modern 
analyses of samples taken from the polar 
ice caps also appear to bring the Roman 
world close to our own, for we now know 
that industrial activity during the first and 
second centuries ad generated levels of 
pollution not seen again until the Industrial 
Revolution.

Rome—successful and sophisticated for 
a very long time (if also at times appallingly 
cruel)—offers a dream of power and 
success. Roman symbols—the eagle, wide 
and straight roads, columns and triumphal 
arches, laurel wreaths, the title of caesar 
or kaiser or tsar, and the fasces that gave 
their name to Mussolini’s party—have often 
been invoked by ambitious leaders and 
states. Eighteenth-century education drew 
heavily on the classical past, and America’s 
Founding Fathers looked to Roman models 
as they sought to craft a better version of 
Rome’s republic that would not decay into 
monarchy. For Rome had suffered several 
serious crises during its long history, and 
the one that tore its republic apart in 
political violence and civil war was so grim 
that by the end many Romans were eager 
to accept the rule of an emperor instead 



The National Interest90 Reviews & Essays

of elected magistrates as long as it brought 
peace.

The empire flourished in the first two 
centuries ad, the period when the vast 
majority of its great monuments were 
built. It also survived subsequent crises, but 
ultimately it still collapsed. The dream of 
Rome’s success cannot avoid the nightmare 
of its fall—or almost inevitably its “decline 
and fall,” for the title of Edward Gibbon’s 
great work is firmly established in our 
minds. Whether called the Dark Ages or 
the early medieval period, the world that 
followed was a lot less sophisticated. The 
lesson appears to be that progress is not 

inevitable and success rarely permanent. 
Yet that has not stopped successive 
generations from looking to Rome in the 
hope of matching its success and avoiding 
its failure.

Woolf ’s book is not about learning 
lessons for the modern world or comparing 
our society and states to Rome. Instead, 
this is history as it should be written and 
studied—looking at the past on its own 
terms in an attempt to understand it. 
This is a worthwhile end in itself, but it is 
also essential before making any attempt 
to draw lessons for the modern world. 
Drawing hasty analogies from the past 
often reveals no more than the author’s own 
preoccupations.

For Woolf, there is little point in 
comparing the Roman experience to that 
of more recent empires, and parallels are 

only drawn with other 
preindustrial empires. The 
approach is both refreshing 
and illuminating. Julius 
Caesar was granted honors 
very close to divinity during 
his dictatorship and was 
formally deified two years 
after his assassination. His 
heir—the future emperor 
Augustus—then became divi 
filius, the “son of the god.” 
He was worshipped in his 
own right in some provinces 
during his l ifetime and 
deified when he died in ad 
14. Only the mad and bad 
emperors tried to be gods 
while they were alive, and 

only such unpopular rulers were not made 
gods by the Senate after their deaths. The 
process became so routine that Emperor 
Vespasian’s final words were a grim joke—“I 
think I am becoming a god.” By looking 
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at the divine or semidivine rulers of other 
ancient empires, Woolf shows that this 
should not surprise us. It would have been 
odd if the Romans had not thought of their 
rulers as more than mortal.

It is a considerable challenge to survey 
such a broad period and extensive topic 
as Rome and its empire. To do it well 
requires both a familiarity with the details 
and a capacity to stand back and ask big 
questions, as well as the ability to connect 
the two. Woolf succeeds at both. He mixes 
discussion of the underlying ecology and 
geology of what became the Roman world 
with consideration of telling details. He 
explains that “there are no chickens in the 
Iliad, but Socrates’ last words were that 
he owed a cockerel to the god Asclepius.” 
Woolf notes that chickens appeared in 
the Mediterranean world sometime in the 
middle of the last millennium bc. Quick to 
breed and relatively easy to maintain, they 
provided eggs and a source of conveniently 
small quantities of meat—an important 
attribute in a world without refrigeration. 
The same is true in much of Africa 
today, where you will often see roadside 
signs advertising “live chickens” for sale. 
Such small points help build a picture of 
everyday life. Neither the little details nor 
the new approaches to understanding the 
past are allowed to dominate. 

M any of Woolf ’s questions are very 
old ones, which does not mean they 

are easy to answer. No one has yet come 
up with a satisfactory explanation of why 
Rome expanded as it did. This question isn’t 
as widely addressed in popular works as the 

cause of Rome’s fall, but in both instanc-
es, it is easier to explain how it happened 
than to explain why. Thankfully, no one 
suggests that the pre-Roman world simply 
transformed itself into the Roman Empire, 
but a good deal of work has been done to 
show that some regions were already chang-
ing in ways that made it easier for them 
to plug into the Roman system. In Gaul, 
for instance, some tribes were developing 
into something not too dissimilar from the 
city-states of the Mediterranean world, and 
many were producing a substantial agri-
cultural surplus, encouraging trade while 
incidentally providing sufficient food for 
the conquering legions when they did ar-
rive. Yet the Romans also conquered areas 
where this was not true, and it is too facile 
to claim that the empire stopped expanding 
when it reached communities too undevel-
oped to absorb. 

Trade usually long predated military 
contact, as Rome’s flourishing economy 
influenced markets far beyond the 
provinces it physically controlled. Roman 
merchants were active in most areas long 
before the legions arrived. Caesar found 
them in the towns of Gaul, but more often, 
we only hear of their presence when they 
were massacred by the locals. Under the 
republic, Roman senators were forbidden 
by law from investing in large-scale trade 
or the companies fulfilling government 
contracts—the publicani or publicans of 
the King James Bible. They got around 
this in various ways, mainly through using 
freed slaves as agents. Former owners had 
considerable legal and social control over 
their freedmen and freedwomen, and many 
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aristocrats were involved in numerous 
projects to spread the risks they took—the 
closest the Romans came to the idea of 
limited companies. 

Yet, unlike more recent empires, trade did 
not in itself drive Roman conquest. Glory 
and plunder were at least as important, 
feeding political competition, and the 
leaders in Rome’s wars became fabulously 
wealthy and increasingly powerful as the 
empire emerged. In the longer run, this 
intensified the competitive nature of the 
republic’s public life and helped to make 
it violent. Men like Pompey and Caesar 
conquered great swathes of territory but 
also doomed the republican system with 
their civil wars. Emperors feared internal 
rivals far more than foreign enemies and 
were reluctant to let senators gain too much 
glory or win the loyalty of the legions. With 
a few exceptions, the rule of the emperors 
brought expansion to a standstill, at least 
after a final surge under Augustus.

The frontiers were static, but merchants 
still traveled far beyond them. They 
brought back amber from the Baltic and 
exploited the monsoon winds to sail 
to India and back. Some may even have 
reached China during the second century 
ad; the two great empires in the world were 
dimly aware of the other’s existence, even if 
most contact was through intermediaries. 
Roman goods often turn up far beyond 
the frontiers. Indeed, more Roman swords 
have been found outside the empire than 
within its borders, the bulk of them in 
Scandinavia. Some of this resulted from 
simple trade and some from open warfare. 
A few finds were clearly seized in raids on 

the empire. Other contact was a mixture 
of commerce and diplomacy. Spectacular 
finds of silver, gold and glass ornaments 
suggest gifts to tribal leaders, quite possibly 
sponsored by the state to keep them 
peaceful. Rome’s influence stretched far 
beyond its frontiers. 

The empire’s great market had, at times, a 
drastic impact on peoples outside of Rome’s 
confines, and intertribal warfare may 
well have increased simply because of the 
proximity to the empire. Raiding intensified 
to provide slaves for sale within the empire 
in return for luxury goods—just as some 
African communities turned to warfare to 
supply the demands of Arab and European 
slavers in later centuries. Gifts of money 
and weapons to friendly leaders led to some 
carving out great kingdoms for themselves. 
A few became so powerful that they were 
seen as threats to the empire. Changes 
in Roman subsidies—or equally the 
movement away of frontier garrisons that 
had formerly provided a market—could 
create hardship and desperation in external 
communities and might well prompt them 
to raid the empire instead. Frontier relations 
were a delicate balancing act.

Roman warfare was always accompanied 
by diplomacy, and the formal submis-

sion of an enemy was as glorious a suc-
cess as beating him by force. Yet ultimately 
military force made the empire possible. 
The Romans often went to war, but then so 
did almost every people and state in the an-
cient world. Greek city-states almost seem 
to have considered hostility a natural con-
dition of interstate relations. The Romans 

Many of Woolf ’s questions are very old ones, which does not 
mean they are easy to answer. No one has yet come up with a 

satisfactory explanation of why Rome expanded as it did.
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liked to see all of their wars as just, defend-
ing themselves or their allies from real or 
threatened attack. Sometimes the allies were 
acquired only a very short time before the 
war commenced by militant Roman leaders 
eager for glory. 

Julius Caesar took great pains in his 
Commentaries on the Gallic Wars to show 
that all of his campaigns in Gaul—and 
across the Rhine into Germany and over 
the sea to Britain—were for the good of 
the republic, and by Roman standards 
they probably were. He casually talked of 
pacifying—the Latin verb is pacare—the 
tribes of northwestern Gaul who had little 
prior contact with Rome but who had not 
treated his envoys with suitable respect. 
The Romans did not grant other peoples 
any rights even vaguely equal to their own, 
although Caesar would remark that it was 
natural for all men to fight for freedom. 
Rome’s freedom and advantage simply 
trumped the interests of others.

Yet none of this thinking was probably 
unique. We are simply better informed 
about Roman attitudes than those of 

other ancient peoples. As Woolf points 
out, the Romans considered pietas—a 
far stronger word than our piety—to 
be a characteristically Roman virtue. 
The Romans took care to worship the 
gods correctly and reliably, on the whole 
respecting and even adopting foreign 
deities. There was a formal rite performed 
outside a besieged city to invite the gods of 
that community to leave and come to new 
homes prepared by the Romans. Rome’s 
success was seen as coming from this 
divine approval, but Woolf shows that this 
does not explain Roman expansion, and 
there was certainly no sense of a crusade. 
Virgil’s Jupiter announced that it was the 
Romans’ destiny to “spare the conquered 
and overcome the proud in war”—parcere 
subiectis et debellare superbos. This neatly 
divided the world into those who had 
already submitted and acknowledged 
Roman might, thus deserving a degree of 
mercy, and those yet to be defeated. Yet 
this, like the promised dream of imperium 
sine fine, or “power without limit,” did not 
produce constant or consistent expansion.
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The Romans certainly took warfare 
seriously, almost personally, and in this, 
they were unusual. The Roman Republic 
devoted itself to war in a way unmatched 
by any of the rival great powers, whether 
the mercantile empire of Carthage or the 
kingdoms of the Greek world. The fleet 
that won the final battle in the twenty-
three-year First Punic War was paid for by 
voluntary contributions made by individual 
Roman aristocrats. The Romans accepted 
staggeringly high casualties—a third of 
their three hundred senators between 218 
and 216 bc died at the hands of Hannibal, 
and fifty thousand soldiers were killed and 
twenty thousand captured in a single day 
at the Battle of Cannae. Yet Rome would 
not concede defeat in the face of these grim 
totals. The Romans did not give in, kept 
fighting and learned from their mistakes. In 
the end, it was the enemy who gave up and 
sought peace. Rome had the resources of 
manpower to absorb such appalling losses, 
and that was rare. But the determination to 
persist in a conflict until either the Roman 
state was destroyed or the enemy threat 
was permanently removed—by becoming a 
clearly subordinate ally or ceasing to exist as 
a political entity—was unique. The Romans 
expected victory to be permanent. A piece of 
graffiti scratched onto a cave wall in Jordan 
reads: “The Romans always win. I, Lauricius 
write this, Zeno.” The context is as unclear 
as the identities of the two men, but it was 
not a bad summary of Roman warfare.

The Romans were good at winning wars 
and even better at creating lasting peace on 
their own terms—the losers permanently 
pacified. Rome had the manpower to 

survive Hannibal’s onslaught because by 
this time, it had absorbed almost all of 
Italy and its various cities and peoples. 
Some became citizens, and all were allies 
who willingly fought for Rome and had 
a share in the rewards of victory. It was 
rare at any period for a Roman army to 
consist of more than 50 percent Roman 
citizens, and often the percentage was 
much lower. The bulk of the population 
throughout the empire was descendants of 
the peoples conquered by Rome, many of 
whom became citizens and adopted Roman 
lifestyles. The senator and historian Tacitus 
wrote of British aristocrats wearing togas, 
learning Latin, and building basilicas and 
villas, calling such things “‘civilization,’ 
when in fact they were only a feature of 
their enslavement.” The cynicism veils the 
truth that the Romans excelled at making 
conquered people into Romans.

Cultura l  ident i ty  could s t i l l  be 
complex, and being Roman did not mean 
abandoning all prior connections and 
loyalties. Woolf cites an incident that the 
author of the book of Acts clearly did not 
expect his readers to find strange, which 
provides an interesting insight into the 
cultural mix. After disturbances in the 
Temple, Paul—a Jew from Tarsus educated 
in Jerusalem and also a Roman citizen—
was arrested by Roman troops. He asked 
(in Greek) for permission to speak to the 
angry crowd, was given this and addressed 
it (in Aramaic, more common than Hebrew 
for everyday conversation in Judaea in this 
period). Afterwards, the centurion decided 
to have him beaten as a disturber of the 
peace. Paul protested that he was a Roman 
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citizen and so exempt from such a casual 
and demeaning punishment. There were no 
equivalents of passports or identity cards, 
and it is clear that it could be difficult to 
get some legal rights recognized. A person’s 
status might well not be obvious from 
their dress or ethnicity. Not wanting to 
make a mistake, the centurion summoned 
the tribune in charge of the cohort, who 
spoke to Paul in Greek. (There is no 
direct evidence that Paul spoke Latin. It 
is possible that he did, although since so 
many educated Romans also spoke Greek it 
would not have been essential.) The tribune 
was a former slave who had bought his 
freedom—a common enough process, as 
some slaves were allowed to earn a wage 
or run a business on their owner’s behalf, 
saving until they could purchase their 
freedom. The slave of a citizen who was 
freed became a citizen, if one with slightly 
reduced rights and continued obligations 
to the former owner. That freed slave’s 
children were citizens with exactly the same 
legal status as anyone else. The stigma of 
slavery was another matter. In Acts, Paul 
emphasized that, in contrast to the Roman 
army officer, he had been born a citizen.

In ad 212, the Emperor Caracalla 
extended citizenship to almost every free 
person in the empire, most probably to 
make them liable to certain imperial taxes. 
Over time, the privileges of citizenship 
were eroded, and legally they were divided 
into the better-off honestiores, or “more 
honest men,” and the disadvantaged 
humiliores, or “more humble men.” Being 
Roman was in itself no longer quite 
such an advantage, but perhaps the most 

striking sign of Rome’s success is that 
scarcely anyone wanted to be anything 
else. Within a few generations of Roman 
occupation, little sense of a strong identity 
predating Roman rule tended to remain. 
The Jews were an exception, although 
even in their case, after Hadrian’s reign 
there were no more rebellions aimed at 
creating an independent Jewish state, 
as had existed briefly in ad 66–70 and 
132–135. Elsewhere, even when the 
empire crumbled in the late fourth and 
fifth centuries, there were no regional 
or national independence movements. 
People in Spain or Syria or Britain did 
not want to free themselves from Rome 
and be Spanish, Syrian or British. There 
were no Washingtons or Bolívars in the 
fifth century ad. Instead, each province 
wanted to remain Roman and simply have 
an emperor who dealt with its problems 
and rewarded local leaders with honors 
and posts in the imperial administration. 
They rebelled to proclaim a new emperor 
but not to overthrow the system. Even 
the “barbarian” warlords who carved up 
the western provinces into new kingdoms 
wanted to be part of the Roman system. 
Many had served in the Roman army—
including Alaric, the Goth who sacked 
Rome itself in ad 410.

Augustine wrote his City of God in the 
aftermath of this shocking event, for even 
Christians struggled to imagine a world 
without Rome. The rise of Christianity 
from Jewish sect, via a distinct and 
sometimes persecuted religion, to the faith 
of emperors and the empire as a whole is 
one of the most dramatic stories from the 

The Romans certainly took warfare seriously, almost personally, 
and in this, they were unusual. The Roman Republic devoted 

itself to war in a way unmatched by any of the rival great powers.
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Roman era and surely its most profound 
legacy. Gibbon is often seen as blaming 
the collapse of the empire on Christianity, 
although for all his acidic comments about 
many church leaders, he did not actually 
argue this. Woolf sees the consequences of 
Constantine’s conversation to Christianity 
as politically mixed. On the one hand, it 
helped to bolster imperial power. But the 
degree of unity it brought to the empire 
was constantly challenged by the repeated 
doctrinal schisms within the church.

Gibbon felt that

the decline of Rome was the natural and inevi-
table effect of immoderate greatness. Prosper-
ity ripened the principle of decay; the causes 
of destruction multiplied with the extent of 
conquest; and as soon as time or accident had 
removed the artificial supports, the stupendous 
fabric yielded to the pressure of its own weight. 
The story of its ruin is simple and obvious; and 
instead of enquiring why the Roman empire 
was destroyed, we should rather be surprised 
that it had subsisted so long.

Woolf makes no attempt to give a simple 
answer to why the Roman Empire eventu-
ally collapsed, but in some ways his attitude 
is similar. Comparisons with other ancient 
empires show that it is the Romans who 
were peculiar simply because their empire 
lasted so long and was not supplanted by 
another rival power. Throughout, Woolf 
emphasizes change in so many aspects of 
institutions and life. Little remained un-
changed in fifteen hundred years and over 
such a wide area. The striking thing is that 
there were such recognizable links between 

the society and state at different stages in 
this great sweep of history.

I f instead of asking why Rome ultimately 
failed, we should ask how it managed to 

survive so long, then we would not find the 
answer to this question any easier. It is dif-
ficult to believe that the creation and long 
survival of the empire were merely matters 
of chance and of an environment favorable 
to such an immense state—uniquely favor-
able, since it has not been repeated. Nor 
does it explain variations in the Roman 
experience itself. In the first and second 
centuries ad, there were only two civil wars. 
In the century before and the ones that fol-
lowed, civil war was endemic. In the later 
period, such conflict was so common that 
scholars rarely think about it and merely 
accept it as background noise. Explanations 
tend to invoke increased external pressure, 
although the evidence for this is actually 
poor, or still less satisfactorily imply it was 
simply chance that led to some two hun-
dred years of stability and prosperity. We 
still have far more questions than convinc-
ing answers.

Understanding the history of Rome is 
not a simple task, and so much remains 
uncertain, for the Roman experience is not 
neatly comparable to the rise and fall of any 
other empire. Learning lessons from the 
past is always a precarious task. That does 
not mean that we shall ever stop trying or 
that Roman history will not continue to 
fascinate us. For those already with such an 
interest, Woolf ’s book will be a joy to read. 
For those not yet intrigued by Rome, it may 
well set them on that path. n
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