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“lan Bremmer's groundbreaking book brings us an entirely
new way to look at the world scene—to understand
today's worldwide political and economic problems
and how to deal with them.” —Thomas Pickering,

former U.S. ambassador to the United Nations

What Freakonomics does for understanding the
economy, The J Curve does for better understand-
ing how nations behave. The J curve is a visual tool
that allows us to see at a glance why some crucial
countries are in crisis and unstable while others
are prosperous and politically solid. In this imagi-
native, playful, and practical guide, lan Bremmer,
an expert on the politics of international business,
turns conventional wisdom on its head. He reveals
how the United States can begin more successfully
to act in its own interests.

But The J Curve is not only for policymakers
and their critics. It can help investors better man-
age the risks they face abroad. It answers puzzling
questions we all have. Why does North Korea
seem to invite a military conflict it can’t possibly
survive? Why is India so surprisingly stable? What
are the internal pressures eroding stability in Saudi
Arabia? How long can China’s politics resist the
pressure for change provoked by the country’s eco-
nomic revolution? Why are Iran’s ruling clerics
trying to push their nation toward international
isolation? What will happen to Israeli democracy
when demographic pressures change the balance
of political power within? And crucially, how
should the United States respond to the challenges
posed by these questions?

U.S. policymakers have sought to manage security
threats with a simple formula: reward your friends
and punish your enemies. Has it worked? The U.S.
imposed harsh sanctions on Saddam Hussein's Iraq
and isolated it from the international community.
This strengthened the dictator’s grip on the Iraqi
people and the country’s wealth. The world now
faces a similar dilemma in Iran. Will the United
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States continue to try to isolate that country or can
Iran be guided into the international mainstream,
allowing its people eventually to directly challenge
their harsh leaders?

Bremmer’s tour of the nations of the world—our
friends, our foes, and others in between—shows us
how to see the world fresh, get rid of shopworn atti-
tudes, and discover a new and useful way of thinking,
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“Make no mistake. This book should be required reading
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Foreword

T his book offers a new framework with which to answer the following
questions: How can we better understand the natural processes that
erode the power of authoritarian regimes and nourish open governance? In
an age when political instability can produce nuclear terrorism, severe eco-
nomic disruption, and the transnational movement of crime, refugees,
drugs, and disease, how can we more accurately forecast the moment when
isolated states descend into chaos? How can the international community
help these states manage their transitions toward greater harmony with the
world around them? How can U.S. policymakers create a more effective for-
eign policy?

Over the next six chapters, we will visit several countries. Some are po-
lice states. Others are authoritarian regimes that are open, to a limited ex-
tent, to outside political, economic, and social influences. Some of these
states have faced chaotic instability. A few have built relatively stable soci-
eties based on open governance. Most are countries of great interest for the
United States. All illustrate how policymakers can better understand the
potential sources of change (positive and negative) within these states, how
those changes influence international stability, and how policymakers can
use a new set of tools to achieve the outcomes they seek.

Twelve countries will be examined in depth. In each case, I will offer a
modest amount of history intended to reveal both the special circum-
stances that make each foreign-policy challenge unique and the diversity of
opportunities and dangers these states pose for the United States and the
international community. I will also examine how U.S. policymakers have
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approached these opportunities in the past and how they can address them
in the future.

In the final chapter, I'll offer suggestions about how decision-makers in
states with stable and mature governance can use the tools described in this
book to protect their individual national interests and to help the citizens of
authoritarian states begin to build dynamic open societies.



CHAPTER ONE

Stability, Openness,
and the J Curve

On February 10, 2005, North Korea’s state-run Pyongyang Radio in-
formed its captive audience that the president of the United States
had developed a plan to engulf the world in a sea of flames and to rule the
planet through the forced imposition of freedom. In self-defense, the news-
reader continued, North Korea had manufactured nuclear weapons.

That evening, Rick Nieman of the Netherlands’ RTL Television asked
U.S. Secretary of State Condoleezza Rice to respond to Pyongyang’s asser-
tion that North Korea needed nuclear weapons to cope with “the Bush ad-
ministration’s ever more undisguised policy to isolate . . . the Democratic
People’s Republic of Korea.” Rice countered: “This is a state that has been
isolated completely for its entire history. . .. They have been told that if
they simply make the decision . .. to give up their nuclear weapons and
nuclear-weapons program, to dismantle them verifiably and irreversibly,
there is a completely new path available to them. . . . So the North Koreans
should reassess this and try to end their own isolation.”"

That’s the official U.S. policy on North Korea: If North Korea submits to
the complete, verifiable, irreversible dismantlement of its nuclear program,
Washington will end North Korea’s isolation and support the integration of
Kim Jong-II’s regime into the international community. If, on the other
hand, North Korea persists in developing its nuclear capacity, Washington
will “further deepen North Korea’s isolation.”

To many, this policy is grounded in common sense. If North Korea be-
gins to behave as Washington wants, the United States should reward the

3
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regime. If it does not, Washington should further seal it off. If Kim will quiet
the relentless drumbeat of war and renounce his campaign to build an arse-
nal of the world’s most destructive weapons, Washington should allow
North Korea to escape its wretched isolation. If, on the other hand, North
Korea insists on causing trouble, bargains in bad faith, ratchets up tensions
in East Asia, violates its agreements, and perhaps even sells the world’s most
dangerous weapons to the world’s most dangerous people, the regime must
be swiftly and soundly punished. Kim Jong-1l and those who administer his
government must be persuaded that his broken promises and misdeeds
doom his regime to perpetual quarantine.

If this policy is properly applied, so the thinking goes, the message will
be received far beyond North Korea. Common sense demands that Wash-
ington demonstrate that America stands ready to achieve its foreign- and
security-policy goals with the sweetest carrots and sharpest sticks available.
So the thinking goes.

But, as we’ll see in the next chapter, this approach has failed to help
Washington achieve its goals in North Korea. In fact, it has produced poli-
cies that have had virtually the opposite of their intended effects. Of course,
U.S. foreign policies that produce the reverse of their intended conse-
quences are not limited to either North Korea or the George W. Bush ad-
ministration. Policy failures over many decades in Iraq, Iran, Cuba, Russia,
and many other states demonstrate that policymakers need an entirely new
geopolitical framework, one that captures the way decision-makers within
these states calculate their interests and make their choices—and one that
offers insight into how more effective U.S. policies can be formulated.

There is a counterintuitive relationship between a nation’s stability and its
openness, both to the influences of the outside world and within its bor-
ders. Certain states—North Korea, Burma, Belarus, Zimbabwe—are stable
precisely because they are closed. The slightest influence on their citizens
from the outside could push the most rigid of these states toward danger-
ous instability. If half the people of North Korea saw twenty minutes of
CNN (or of Al Jazeera for that matter), they would realize how egregiously
their government lies to them about life beyond the walls. That realization
could provoke widespread social upheaval. The slightest improvement in
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the ability of a country’s citizens to communicate with one another—the
introduction of telephones, e-mail, or text-messaging into an authoritarian
state—can likewise undermine the state’s monopoly on information.

Other states—the United States, Japan, Sweden—are stable because they
are invigorated by the forces of globalization. These states are able to
withstand political conflict, because their citizens—and international in-
vestors—know that political and social problems within them will be
peacefully resolved by institutions that are independent of one another and
that the electorate will broadly accept the resolution as legitimate. The in-
stitutions, not the personalities, matter in such a state.

Yet, for a country that is “stable because it’s closed” to become a country
that is “stable because it’s open,” it must go through a transitional period of
dangerous instability. Some states, like South Africa, survive that journey.
Others, like Yugoslavia, collapse. Both will be visited in Chapter Four. It is
more important than ever to recognize the dangers implicit in these
processes. In a world of lightning-fast capital flight, social unrest, weapons
of mass destruction, and transnational terrorism, these transformations are
everybody’s business.

The J curve is a tool designed to help policymakers develop more insightful
and effective foreign policies. It’s meant to help investors understand the
risks they face as they invest abroad. It’s also intended to help anyone curi-
ous about international politics better understand how leaders make deci-
sions and the impact of those decisions on the global order. As a model of
political risk, the J curve can help us predict how states will respond to po-
litical and economic shocks, and where their vulnerabilities lie as globaliza-
tion erodes the stability of authoritarian states.

J curves aren’t new to models of political and economic behavior. In the
1950s, James Davies developed a quite different curve that expressed the
dangers inherent in a gap between a people’s rising economic expectations
and their actual circumstances. Another J curve measured the relationship
between a state’s trade deficit and the value of its currency. The purpose of
the J curve in this book is quite different and much broader. It is intended to
describe the political and economic forces that revitalize some states and
push others toward collapse.
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ALITIEVLS

OPENNESS

The J Curve: Nations to the left of the dip in the J curve are less open; nations to the right are
more open. Nations higher on the graph are more stable; those that are lower are less stable.

What is the J curve? Imagine a graph on which the vertical axis mea-
sures stability and the horizontal axis measures political and economic
openness to the outside world. (See figure above.) Each nation whose level
of stability and openness we want to measure appears as a data point on
the graph. These data points, taken together, produce a J shape. Nations to
the left of the dip in the J are less open; nations to the right are more open.
Nations higher on the graph are more stable; those that are lower are less
stable.

In general, the stability of countries on the left side of the J curve de-
pends on individual leaders—Stalin, Mao, Idi Amin. The stability of states
on the right side of the curve depends on institutions—parliaments inde-
pendent of the executive, judiciaries independent of both, nongovernmen-
tal organizations, labor unions, citizens’ groups. Movement from left to
right along the J curve demonstrates that a country that is stable because it
is closed must go through a period of dangerous instability as it opens to the
outside world. (See figure on page 7.) There are no shortcuts, because au-
thoritarian elites cannot be quickly replaced with institutions whose legiti-
macy is widely accepted.
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ALITIIV.LS

OPENNESS

Movement Along the J Curve: Movement from left to right along the J curve demonstrates
that a country that is stable because it is closed must go through a period of dangerous insta-
bility as it opens to the outside world.

“Openness” is a measure of the extent to which a nation is in harmony
with the crosscurrents of globalization—the processes by which people,
ideas, information, goods, and services cross international borders at un-
precedented speed. How many books written in a foreign language are
translated into the local language? What percentage of a nation’s citizens
have access to media outlets whose signals originate from beyond their
borders? How many are able to make an international phone call? How
much direct contact do local people have with foreigners? How free are a
nation’s citizens to travel abroad? How much foreign direct investment is
there in the country? How much local money is invested outside the coun-
try? How much cross-border trade exists? There are many more such ques-
tions.

But openness also refers to the flow of information and ideas within a
country’s borders. Are citizens free to communicate with one another? Do
they have access to information about events in other regions of the coun-
try? Are freedoms of speech and assembly legally established? How trans-
parent are the processes of local and national government? Are there free



8 The ] Curve

flows of trade across regions within the state? Do citizens have access to, and
influence in, the processes of governance?

“Stability” has two crucial components: the state’s capacity to withstand
shocks and its ability to avoid producing them. A nation is only unstable if
both are absent. Saudi Arabia remains stable because, while it has produced
numerous shocks over the last decade, it remains capable of riding out the
tremors. The House of Saud is likely to continue to absorb political shocks
without buckling for at least the next several years. Kazakhstan is stable for the
opposite reason. Its capacity to withstand a major political earthquake is ques-
tionable but, over the course of its fifteen-year history as a sovereign state, it
hasn’t created its own political crises. How Kazakhstan might withstand a
near-term political shock, should one occur, is far more open to question than
in Saudi Arabia, where the real stability challenges are much longer-term.

To illustrate how countries with varying levels of stability react to a sim-
ilar shock, consider the following: An election is held to choose a head of
state. A winner is announced under circumstances challenged by a large
number of voters. The nation’s highest judicial body generates controversy
as it rules on a ballot recount. That happened in Taiwan in 2003 and
Ukraine in 2004. Demonstrations closed city streets, the threat of civil vio-
lence loomed, local economies suffered, and international observers specu-
lated on the continued viability of both governments.* Of course, similar
events erupted in the United States in 2000, without any significant impli-
cations for the stability of the country or its financial markets.

Stability is the capacity to absorb such shocks. Anyone can feel the differ-
ence between a ride in a car with good shock absorbers and in one that has
no shock absorbers. Stability fortifies a nation to withstand political, eco-
nomic, and social turbulence. Stability enables a nation to remain a nation.

LEVELS OF STABILITY

A highly stable country is reinforced by mature state institutions. Social
tensions in such a state are manageable: security concerns exist within ex-

* Despite the turmoil, Ukraine rose to the occasion. A court ordered a new election, the op-
position candidate won, and the majority of citizens accepted the result.
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pected parameters and produce costs that are predictable. France may suf-
fer a series of public-sector strikes that paralyze the country for several
weeks. When these strikes occur, no one fears that France will renounce its
commitment to democracy and an open society. Nor do they fear these
shocks might generate a challenge from outside the country. No one wor-
ries that political battles within France might tempt Germany to invade—
as it did three times between 1870 and 1940.

States with moderate stability have economic and political structures
that allow them to function reasonably effectively; but there are identifiable
challenges to effective governance. When Jiang Zemin passed leadership of
the Chinese government, the Communist Party, and the People’s Liberation
Army to Hu Jintao, very few inside China publicly questioned the move’s le-
gitimacy. If any had—if Chinese workers had taken to the streets as French
workers so often do—the state would have moved quickly to contain the
demonstrations. Whether China’s rigid, political structure can indefinitely
survive the intensifying social dislocations provoked by its explosive eco-
nomic growth is another matter.

Low-stability states still function—they are able to enforce existing laws
and their authority is generally recognized. But they struggle to effectively
implement policies or to otherwise change the country’s political direction.
These states are not well prepared to cope with sudden shocks. As an oil-
exporting nation, Nigeria benefits from high energy prices. But its central
government is unable to enforce the law in the Niger Delta region, where
most of Nigeria’s oil is located. A group called the Niger Delta People’s Vol-
unteer Force has repeatedly threatened “all-out war” against the central
government unless it grants the region “self-determination.” The rebels
briefly shut down 40 percent of Nigeria’s oil production in 2003 and forced
President Olusegun Obasanjo to negotiate with them. The problem flared
again in 2005 and 2006.

A state with no stability is a failed state; it can neither implement nor en-
force government policy. Such a country can fragment, it can be taken over
by outside forces, or it can descend into chaos. Somalia fell apart in 1991,
when several tribal militias joined forces to unseat the country’s dictator,
and then turned on each other. Since then, warlords have ruled most of the
country’s territory. Their rivalries have probably killed half a million and
made refugees of another 750,000. More than a dozen attempts to restore
order, mostly backed by Western benefactors, have failed. Any Somali leader
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who intends to restore Mogadishu’s authority over all of Somalia’s territory
will have to disarm tens of thousands of gunmen, stop the steady stream of
arms trafficking, set up a working justice system, and revitalize a stricken
economy. Meanwhile, there are warlords, extremists, smugglers, and proba-
bly terrorists with a clear interest in scuttling the process. And while politi-
cal conflicts in France don’t encourage Germany to invade, there are clear
threats to any future stability in Somalia from just across the border. One of
the few African nations offering to send peacekeeping troops to help Soma-
lia reestablish civil order is Ethiopia, a neighbor with a long history of trou-
blemaking there. The arrival of any foreign troops, especially Ethiopians,
could reignite Somalia’s civil war.

In August 2005, South Africa went public with concerns that its neigh-
bor Zimbabwe stood on the brink of becoming just such a failed state. Rep-
resentatives of South Africa’s government said a sizable loan designed to
rescue Robert Mugabe’s country from default on International Monetary
Fund obligations might be conditioned on Mugabe’s willingness to include
the opposition in a new government of national unity. South Africa has
good reason for concern. When state failure strikes your neighbor, the re-
sulting chaos can undermine your stability as well, as refugees, armed con-
flict, and disease spill across borders.

DEMOCRACY AND STABILITY

Democracy is not the only—or even the most important—factor deter-
mining a nation’s stability. To illustrate the point, consider again the U.S.
presidential election of 2000. Did America sail through the political storm
with little real damage to its political institutions simply because the United
States is a democracy? Taiwan is a democracy too, albeit a less mature one,
but its citizens felt the jolt of every pothole on the ride through its electoral
crisis. In Turkmenistan—not a democracy by any definition—the open rig-
ging of presidential elections produces hardly a ripple, nothing like the un-
rest produced in Taiwan. Much of Turkmenistan’s stability is based on the
extent to which its authoritarianism is taken for granted; a rigged election is
not the exception. Democratic or not, countries in which stability is in
question are more susceptible to sudden crises, more likely to unleash their
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own conflicts, and more vulnerable to the worst effects of political shock.
Yet, for the short term, authoritarian Turkmenistan must be considered
more stable than democratic Taiwan.

At first glance, the ] curve seems to imply that democracies are the oppo-
site of authoritarian states. The reality is more complicated. In terms of sta-
bility—the vertical axis on the ] curve—police states have more in common
with democracies than they do with badly run authoritarian regimes. In
other words, in terms of stability, Algeria has more in common with the
United States than it does with Afghanistan. Consolidated democratic
regimes—Germany, Norway, and the United States—are the most stable of
states. They can withstand terrible shocks without a threat to the integrity
of the state itself. Poorly functioning states—Somalia, Moldova, or Haiti—
are the least likely to hold together. But consolidated authoritarian
regimes—Cuba, Uzbekistan, and Burma—often have real staying power.

THE ELEMENTS OF STABILITY

A nation’s stability is composed of many elements, and while one of these
elements may be reinforcing the state’s overall stability, another may be un-
dermining it. On the one hand, Turkey’s possible entry into the European
Union enhances the nation’s political and social stability. So long as Ankara
remains on track for EU accession, Turkey’s government has incentive to
implement the reforms the Europeans require—reforms that strengthen
the independence of the nation’s political institutions, increase media free-
doms, decrease the army’s influence in politics, and protect the rights of
minority groups, such as Turkish Kurds, who might otherwise provoke
unrest. The accession process also binds Turkey more closely to European
institutions.

On the other hand, the presence in northern Iraq of militant members
of the Kurdistan Workers Party heightens concern that instability there
could spill over into Kurdish communities in southeastern Turkey and
threaten Turkey’s security. Ankara is also concerned that, if Iraqi Kurds
achieve greater autonomy, they may seek to regain control of the oil-rich
northern Iraqi town of Kirkuk, in order to create the financial base for a fu-
ture independent Kurdish state with claims on Turkish territory.
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History, geography, culture, and other factors give each state its own
particular strengths and vulnerabilities. As a consequence, each state has its
own J curve, though each curve retains the same basic shape. North Korea’s
J curve is much lower than Saudi Arabia’s, because North Korea lacks the re-
sources, like oil, that can raise stability at any given level of openness. When
oil prices rise, a country like Saudi Arabia, Venezuela, or Nigeria brings in
more revenue and can use the extra cash to create jobs, buy a new weapons
system, fund a social safety net, hire more people to monitor Internet traf-
fic, or any number of other measures that increase short-term political sta-
bility. India’s J curve is higher than Pakistan’s because its history of
multiparty politics allows it to better absorb shocks to the system than the
more brittle governments of its neighbor, where the military has a well-
established history of intervention and suppression of dissent. Government
crackdowns enhance stability in the short run, but overreliance on them for
peace and tranquillity breeds underlying social tensions that must be con-
tinually managed. Over time, the management of these tensions saps gov-
ernment resources and energy.

SHOCK

If stability is a measure of a state’s capacity to implement government pol-
icy in the instance of shock, how do we define “shock”? There are natural
disasters—a drought in Sudan, an earthquake in Japan, a tsunami that de-
stroys lives in Thailand and sends floodwaters raging across coastal Indone-
sia. There are man-made shocks—the assassination of an influential
Lebanese politician, a terrorist bombing in the Philippines, a flood of refu-
gees in China, a secessionist crisis in Mexico. There are shocks that originate
inside a country—a government default in Argentina. There are shocks that
come from outside—the 9/11 attacks.

No country, stable or unstable, has the capacity to prevent all shocks
from happening. But less stable states are more likely both to produce their
own shocks and to experience shocks from beyond their borders. Shocks
in an unstable state are also more likely to be larger in magnitude—
ill-considered environmental policies make weather extremes more likely;
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inadequate health care provokes more frequent outbreaks of infectious dis-
ease; poor economic planning raises youth unemployment.

It’s important not to confuse shocks with instability. Over the next five
to ten years, reasonably stable left-side-of-the-curve states like Syria,
Venezuela, Iran, and Russia may be forced to absorb a number of shocks.
Syria may face serious divisions within its ruling elite. Venezuela could ex-
perience a return to widespread labor unrest. Iran may wander into mili-
tary confrontation with Israel. A drop in the price of oil could punch holes
in Russian, Venezuelan, and Iranian coffers and produce civil strife. But the
effects of these potential shocks are likely to be limited. Syria remains one of
the most effective police states in the world. Venezuelan President Hugo
Chavez remains popular enough to fend off direct challenges to his presi-
dency. Iran’s security apparatus remains loyal to the ruling religious conser-
vatives, and Russia has yet to produce a viable and dynamic political
opposition. Serious cracks may appear in the foundation of any of these
countries ten years down the road. They’re all vulnerable in the long term to
challenges to their immature political institutions. But none of them are
headed for real unrest this year or next. For now, stability in each of these
states is relatively high.

If the worst shocks don’t materialize, unstable countries can survive for
a surprisingly long time. They just have to be lucky. Take Ukraine: before
the election crisis in late 2004, Ukraine’s stability was never hit with a large
enough wave to sweep it away. In the turbulent years in which Leonid
Kuchma held the presidency, a series of low-level controversies rattled the
country. Ukraine endured widespread social discontent and substantial
poverty, with living conditions little improved from Soviet times. Demon-
strations demanding Kuchma’s resignation and parliamentary no-
confidence votes were common. Russia regularly interfered in Ukraine’s
domestic politics—even threatening at times to cut off most of the
country’s supply of natural gas. Despite all this, Ukraine avoided the
big one—the shock substantial enough to push Ukraine’s government out
to sea.

The Berlin Wall once seemed the world’s most formidable barrier. It was
an illusion. In their haste to build the Wall literally overnight, East German
soldiers added pebbles to low-quality cement to make the Wall sturdier. It
stood for more than a quarter century as a symbol of the impenetrability of
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the Communist world for those on the western side and the futility of hop-
ing for a better life for those to the east. But in 1989, a few blows with a ham-
mer and chisel brought down the Wall with the same stunning speed with
which the nations of the Warsaw Pact slid down the steep left side of the
J curve toward irreversible change. Without the swing of the hammer, the
Wall might still stand. But once the shocks of 1989 began, the Berlin Wall
was no match for even a single solid blow.

Unchallenged instability does not necessarily lead to crisis. But the
probability of state failure is highest when governments have the least polit-
ical capital with which to respond to turmoil—the very moment when
these states are most unstable. Think of state failure as the pull of a magnet
under the J curve. As a country approaches the bottom, one sudden shock
will have a destabilizing effect and can easily lead to collapse. An August
1991 coup attempt against Mikhail Gorbachev failed. But his government
never recovered from the blow to its legitimacy produced by the fact that it
was Boris Yeltsin and other reformers, not Gorbachev, who faced down the
coup plot. Four months later, the Soviet Union ceased to exist.

The nation-state that replaced it—the Russian Federation—narrowly
missed some serious political shocks of its own in the early and mid 1990s.
The 1993 standoff between the Kremlin and the Russian Duma ended only
when Boris Yeltsin shelled his country’s parliament building. A war with
Chechen rebels turned disastrously costly and had to be abandoned. De-
spite all this, the country avoided the series of earthquakes that were devas-
tating the former Yugoslavia. Russian markets were chugging along with
the high confidence—if not quite irrational exuberance—of international
investors.

But then Russia’s luck ran out when a real shock hit. In August 1998, a
newly appointed, out-of-his-depth prime minister, Sergei Kiriyenko, made
a political decision to simultaneously devalue the Russian ruble and default
on the government’s debt. Investors quickly discovered that Russia’s calm
had been the eye of a hurricane. Only a deliberate climb up the left side of
the J curve toward more authoritarian, less transparent governance ulti-
mately helped Russian elites restore political and economic stability.

This raises an important point about the shape of the J curve: the left
side of the curve is much steeper because a little consolidation and control
can provide a lot of stability. It is faster and easier to close a country than to
open it. It’s more efficient to reestablish order by declaring martial law than
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by passing legislation that promotes freedom of the press. Nations with lit-
tle history of openness and pluralism have a habit of responding to turmoil
with a centralization of state power; that habit is a hard one to break. The
Kremlin’s recent moves toward authoritarianism are therefore not surpris-
ing. Russia’s government committed itself to democratic reform only in
1991—following a thousand years of authoritarianism.

Russia’s crisis makes another point about stability: it takes a lot more
than money to build it. Filling the world’s deepest pockets of instability
with cash will not by itself protect a state from the worst long-term effects of
a political shock. The Marshall Plan to rebuild countries devastated by
World War II was a success because it quickly mobilized resources to help
restore normalcy to nations with a history of stable governance. Not all
states have such a history.

Most developing countries have no experience of stable normalcy to re-
turn to. Throwing money at social and political problems in order to fi-
nance the construction of new infrastructure ignores the problem revealed
by the J curve: developing countries become less stable before they become
more so. It’s one thing to build a new parliament building. It’s quite another
to populate the building with legislators dedicated to pluralist governance.
The latter takes time, and before it can be achieved, the process of building
an open state requires a period of significant instability.

Finally, some kinds of shock can be minimized. A nation can avoid un-
necessary and destabilizing actions that bring a state into conflict with
other nations or with its own citizens. Visionary leaders like Mustafa Kemal
Atatiirk and David Ben-Gurion, for example, limited their new states’ terri-
torial ambitions when failure to do so might have compromised their abil-
ity to build stability at home.

CAPITAL MUST BE SPENT

Economic reform—especially reform to begin a transition from a centrally
planned to a market economy—creates enormous social dislocations. Inef-
ficient industries have to be closed; workforces have to be “downsized.” This
downsizing swells the rolls of the unemployed, lowers living standards, dec-
imates aspirations, and may well provoke dangerous unrest. The most
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volatile moment for any emerging market—and the time when the reform
process is most likely to fail—is precisely at the inflection point between the
two systems. Governments have a finite amount of economic capital at
their disposal to maintain a functioning state. Reforms require the expendi-
ture of that capital. That’s why economic reform is destabilizing.

The same holds true for political reform. Political capital—the consent,
or at least the acquiescence, of the governed—is as precious as economic
capital. Movement from a command political structure to a consolidated,
effective democracy requires that this capital be spent. As a government un-
dertakes political reform—either voluntarily or as the result of processes
beyond its control—the account risks running into deficit. An example:
Russian President Vladimir Putin recognizes that his country’s social safety
net is fiscally unsustainable. Because his popularity rating has long been at
70 percent, he has some capital to spend on reforms that, among their least
desirable consequences, sharply undermine the purchasing power of pen-
sioners. Once those reforms are implemented, Russia’s senior citizens feel
the pinch, and some of them take to the streets. Putin blames others for the
reform program’s worst effects, but his popularity falls. Street demonstra-
tions encourage Russia’s would-be opposition to challenge the now-less-
popular president on other issues. Investors express concern that other
needed reforms may now be postponed as Putin seeks to refill the Kremlin’s
political coffers with new capital.

Brazil’s President Luis Indcio Lula da Silva is swept into power by previ-
ously disenfranchised voters who hope the country’s first “left-wing” chief
executive will aggressively spend government revenue to reduce the wealth
gap between Brazil’s richest and poorest citizens. But because Lula is enor-
mously popular, he has a war chest of political capital to spend on another
urgent priority—a demonstration to international investors that he will
honor the promise of his predecessor to reserve a preestablished percentage
of Brazil’s government revenue for the repayment of international debt.
Lula has the political capital to spend on this unpopular move—and he
spends it.

Bowing to pressure from within and without, Egypt announces it
will hold a multicandidate presidential election. Egypt’s rulers have not
historically felt obliged to factor domestic approval ratings into their deci-
sions as directly as the presidents of Russia and Brazil now do. But they too
have domestic constraints to consider as they create policy. They must let
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off pressure for change in increments to avoid unrest—even a political ex-
plosion.

The world’s most authoritarian leaders hold significant political capital.
Kim Jong-Il, Fidel Castro, and Belarusian President Alexander Lukashenko
have full control over their countries’ levers of authority: the police, army,
legislature, and judiciary. As long as that remains true, very little threatens
the continued rule of these regimes. As authoritarian leaders spend political
capital and institute reform, political opposition groups may gain the ca-
pacity to mobilize and challenge the existing system. The countries become
less stable. That’s why leaders like Kim, Castro, and Lukashenko don’t insti-
tute political or economic reforms unless they believe their survival may
depend onit.

THE PRECIPICE

The left slope of the ] curve is much steeper than the right side because a
country that is stable only because it’s closed to the outside world can fall
into a deep crisis very quickly. Weeks after Romanian dictator Nicolae
Ceaugescu basked in the glow of the nearly hour-long standing ovation that
marked the “re-election” meant to extend his forty-year rule, governments
across Eastern Europe (East Germany, Poland, and Czechoslovakia) began
to crumble. A Ceausescu speech from a balcony overlooking a public square
in Bucharest was, for the first time in decades, interrupted by hecklers. Days
later, following a brief public trial, his bullet-ridden corpse was tossed into
a ditch. When such regimes finally fall, they fall hard.

As mentioned before, the reverse is also true: a closed country can sub-
stantially reinforce its stability—and become even more authoritarian—
through the implementation of measures that further isolate the nation’s
people. When the king of Nepal wants to sack his prime minister’s govern-
ment and reestablish his own personal authority, he cuts international
phone lines, shuts down Internet access, and closes other media outlets.
Castro jams antiregime radio broadcasts from Miami. When hard-line So-
viet conservatives launched the ill-fated 1991 coup against Gorbachev’s
government, early word of the putsch created a race by both sides to televi-
sion and radio stations. The coup plotters wanted to control the airwaves;
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opposition groups wanted journalists to continue broadcasting news to the
outside world. In 1991, openness triumphed over the attempt to stifle dis-
sent. Unfortunately for Russia, that wasn’t the last time soldiers with rifles
entered a Moscow television station.

In any left-side-of-the-curve state, it’s easier to close a country than to
open it. But once mature political institutions are fully constructed and em-
braced by a nation’s people, they are a lot more durable and do far more to
protect the viability of the state than any police state tactic can. And com-
munications technology can’t be controlled forever. In February 2005, Chi-
nese citizens celebrated the Lunar New Year by sending and receiving a total
of 11 billion text messages. If text-messaging had been as readily available in
the spring of 1989, the demonstrations in Tiananmen Square might well
have ended differently. What happens the next time a spontaneous large-
scale demonstration in China takes on a life of its own? That question may
already have been answered in the Philippines. Text-messaging there helped
topple a government in 2001. Opposition organizers used text messages to
direct 700,000 demonstrators to Manila’s People Power shrine to demand
the removal of then President Joseph Estrada.

In moments of acute crisis, which the Tiananmen Square protests might
have become, staying on the curve and avoiding the total collapse of the
state requires a resolute move up the curve—in one direction or the other.
A regime may try to stabilize the state by closing it as quickly as possible.
That’s the logic that led Deng Xiaoping to order tanks to crush the
prodemocracy demonstrations. Or a government may try to reform its way
toward the right side of the curve by increasing democracy, transparency,
and openness to the outside world. South Africa’s governing African Na-
tional Congress allowed for the creation of a well-publicized “truth and rec-
onciliation commission” whose sessions were open to the public and the
media in order to prevent fear and thirst for revenge from becoming the
primary drivers of the nation’s politics. Following each of modern Turkey’s
military coups, the army quickly passed executive authority back into civil-
ian hands, honoring the Turkish tradition of civilian rule. Left or right, the
state must move away from the dip in the curve. If it doesn’t, the state will
collapse and fall off the curve into chaos.

Some economists assume movement along the curve is one-way only,
left to right, “developing” to “developed.” They refer to developing states as
“emerging markets” (ever heard of a “submerging market?”), with the un-
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derlying presumption that hunger for progress and modernity and the in-
visible hand of international markets push these countries toward maturity
and their political structures toward greater degrees of independence. A
state, they believe, may hit bumps along the long road toward freedom
and prosperity, but the market will prevail and the country will ultimately
develop.

But emerging markets need not emerge. If their political leaders don’t
have enough economic capital to carry out the process, they may be forced
to abandon it. That’s the fear of international investors in Brazil whenever
Lula loses a domestic political battle. They wonder if he still has the popu-
larity and political will to tell his people that money sitting in the Brazilian
treasury can’t be used to build new hospitals and factories in the country-
side because it’s needed to pay off debt to the IMFE. The Treuhandanstalt, a
commission set up in the newly reunified Germany to enable inefficient
East German industries to privatize with a minimum of social dislocation,
was constantly buffeted by political controversy. It made progress in fits and
starts, and pressure to slow—or even backtrack on—forced privatizations
sometimes carried the day.

Political development works the same way. Just as economic capital is a
necessary but insufficient condition for state development, leaders must be
willing and able to spend political capital to bring about reform. Even be-
fore his death in 2004, it was clear Yasir Arafat would be remembered as a
man with a genius for steering the ship of the would-be Palestinian state
through storms. But he is also remembered as a man who lacked the politi-
cal will to finally bring that ship into port. To have political capital is not
enough. You have to spend it. Otherwise, an emerging democracy may
never emerge.

It’s a lot safer on the left side of the ] curve than at the bottom. A leader
may take the vessel out of the harbor, by instituting real reforms to bring
pluralism into government and entrepreneurial energy into the economy,
only to lose his nerve as the first threatening waves of instability crack over
the bow. That’s what happened in Burma in the early 1950s. One of Asia’s
most promising developing countries completely cut itself off from the
outside world. A little over half a century later, it is one of the world’s most
repressive. The regime is reasonably stable, but its long-term position be-
comes more precarious as the world outside its borders changes. And, of
course, leader X may know that political reform is, for himself at least, po-



20 The J Curve

litical suicide. If China becomes a genuine democracy, its current political
leadership will be swept aside. The same is true for Kim Jong-I1, Fidel Cas-
tro, the clerics who rule Iran, the Saudi royal family, Bashar al-Assad, Hosni
Mubarak, the Burmese military, Alexander Lukashenko, and many others.
Only those who believe they might survive reforms are likely to genuinely
pursue them.

All states are in constant motion on the J curve. In left-side-of-the-curve
states, there is a constant tension between the natural pull toward greater
openness and an authoritarian state’s efforts to continually reconsolidate
power. Street protests and widespread strikes open a country to both
greater communication among opposition activists and international
media attention, and move the country down the curve toward instability.
The state responds by declaring martial law and a news blackout to increase
stability by closing the country. Even in a right-side state, unrest in a volatile
region and the state’s response to it can produce movement in both direc-
tions along the curve.

In addition, the J curve itself is in motion up and down. When, for ex-
ample, a natural disaster strikes, a nation’s entire ] curve may slip lower.
Such a shift indicates that, for every possible degree of openness, there is less
stability. The curve can also shift higher. If a state’s economy depends on oil
revenues, and the global price for oil moves higher, the added revenue in-
creases stability at every possible level of openness. (See figure below.)

When a powerful tsunami hit Indonesia in December 2004, its horrific
effects pushed the country’s entire J curve lower. But the massive inflow of
international humanitarian relief aid shifted the entire curve higher again,
because, once the money arrived, the country became more stable at every
level of openness.

There are many factors that can suddenly and powerfully shift a state’s
] curve up or down. Drought conditions in India, a substantial move in en-
ergy prices that alters Nigeria’s growth prospects, an IMF loan for Ar-
gentina, or an earthquake in Pakistan can all provoke a sudden shift in these
countries’ stability at every level of openness.

Clearly, some states are more vulnerable to these shifts than others. Hur-
ricane Katrina had less effect on U.S. stability in 2005 than the tsunami had
in Indonesia a few months earlier. That’s in part because the United States
enjoys a much higher level of economic, social, and political stability than
Indonesia and is far less vulnerable to shocks. A country with a smaller
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ALITIIVLS

OPENNESS

Shifts of the Entire J Curve: The J curve itself is in constant motion up and down. When a
shock occurs, a nation’s entire J curve may slip lower. Such a shift indicates that, for every de-
gree of openness, there is less stability. If an event occurs that reinforces stability at every
level of openness, the curve shifts higher.

economy is more vulnerable to economic and social shocks than one with a
larger economy.

Finally, a country whose economic growth depends too much on the
revenue produced by one commodity will face ] curve shifts that occur
more often and with greater effect. A drop in oil prices will destabilize
Venezuela far more than it will a better-diversified oil-exporting state like
Norway.

POLICY

If consolidated authoritarian regimes tend to be more stable than democra-
cies in transition, and if stability is critical to averting disaster in today’s
world, why not drop the whole question of reform and bolster those closed
authoritarian regimes? Many have accused the United States of precisely
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that approach. We’ll look closely at policy challenges in the final chapter but
one question in particular is worth briefly addressing here. Why push for
political reform in Saudi Arabia, Pakistan, Egypt, Russia, and other states
on the left side of the J curve that are at least somewhat friendly to U.S. in-
terests? In the interests of global stability, why not encourage them to con-
solidate domestic political power? There are several reasons.

First, the most stable authoritarian regimes are obviously the world’s
most repressive. The dynamism necessary to survive in the modern world
comes from the intellectual energy and freedom to innovate of a nation’s
people. In addition, dictatorships can’t last indefinitely. The costs of pro-
tecting a consolidated authoritarian state from cataclysmic instability can’t
be sustained forever. These states will eventually collapse under their own
repressive weight and the energy released will send them hurtling down the
left side of the J curve without brakes—or a steering wheel. In an age of
weapons of mass destruction and transnational terrorism, the damage such
states can do on the way down is unprecedented in human history.

Authoritarian states are only as stable as the hold on power of an indi-
vidual leader or group of oligarchs. The viability of such states has little to
do with stable institutions. In Cuba, Fidel Castro is the revolution. Loyalty
to the Cuban government is loyalty to Castro himself. When he dies, the
chances are good that the Cuban Communist Party will have to work hard
to establish new political capital with the Cuban people. It can be done. The
Bolshevik movement survived the death of Lenin in 1924—although the
Communist Party preserved his body to help preserve its legitimacy and
Stalin’s methods might now be difficult to duplicate.

Individual personalities—cult of personality or no—are far less durable
than institutions. As a consequence, authoritarian states tend to be much
more volatile. The process of political succession is dangerous for an au-
thoritarian state’s stability, because much of the political capital vested in
an individual dies with him.* Maintaining stability in a closed society re-
quires quick reflexes. Time for strategy is a luxury dictators can rarely af-
ford. Following Egyptian President Anwar Sadat’s assassination, Hosni

* In some cases, a successor may inherit some of his predecessor’s legitimacy, as Stalin did
following Lenin’s death. Stalin took great pains to (falsely) portray himself as Lenin’s desig-
nated heir.



Stability, Openness, and the ] Curve 23

Mubarak assumed power and moved to limit political volatility by jailing as
many of his and Sadat’s enemies as he could. It was not Egyptian law that
determined the nature of the regime; the regime dictated the law. Mubarak
protected Egypt’s stability by jailing senior members of the Muslim Broth-
erhood—those he considered most dangerous to his government.

Consolidated authoritarian regimes shouldn’t be bolstered, but that
doesn’t imply that the correct policy is “regime change”—certainly not
in the military, statue-toppling sense. The right approach to closed states
is usually inducement and containment. Societies can be persuaded to
accept policies that open the country incrementally to the outside world
and build a dynamic and financially independent middle class capable
of changing society from within. That’s why the United States is right to
help promote Chinese and Russian membership in the World Trade Or-
ganization and might do well to offer support for eventual membership
even for North Korea. None of these governments wants to empower
potential opposition groups by allowing them independent control of fi-
nancial resources, but all want to dynamize their economies. Egypt has
been induced to increase trade ties with Israel through deals that open
American markets to Egyptian goods made with a fixed percentage of Is-
raeli inputs. That will profit an Egyptian middle class that will one day pro-
vide the engine for change in Egypt. If Pakistan’s middle class were as
vibrant as India’s, the country might not have a military ruler or so many
young religious extremists.

Where inducement fails, containment can prevent behavior that desta-
bilizes states, regions, and the world. The only viable approach to North
Korea’s nuclear program is probably aggressive enforcement of the Prolifer-
ation Security Initiative, a quarantine on weapons and weapons technology
entering or leaving the country. In the most extreme case, air strikes may
prove the only way to slow the development of Iran’s nuclear-weapons ca-
pability until change from within alters the way Iran defines its national in-
terest.

Thus, the developed world should neither shelter nor militarily destabilize
authoritarian regimes—unless those regimes represent an imminent threat to
the national security of other states. Developed states should instead work to
create the conditions most favorable for a closed regime’s safe passage through
the least stable segment of the | curve—however and whenever the slide toward
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instability comes. And developed states should minimize the risk these states
pose the rest of the world as their transition toward modernity begins.

The J curve provides the ordering principle for this book. The next four
chapters will focus on individual states—their place on the ] curve and the
direction they may be headed. This structure is meant to give the reader a
framework with which to understand the pressures and motivations that
guide these countries’ leaders and, as a consequence, how policymakers
should interpret the challenges these countries pose for the effective imple-
mentation of policies toward them.

The chapters that follow bring together countries that pose vastly differ-
ent kinds of challenges for the United States and the world. Some countries’
policy choices are critically important for the future of American foreign
policy, and the actions their leaders take have global significance, as in
North Korea, Iran, and India. Some, like Cuba, have very little direct impact
on global security, but illustrate what the J curve can teach us about the ef-
fective formulation of foreign policy. Some states, like Russia and China, al-
ready test the wisdom and resourcefulness of U.S. foreign policy and play
vitally important roles in global politics. Others, like Saudi Arabia and Is-
rael, are unlikely to alter the global order for several years, but will eventu-
ally reach a moment of truth in their political evolutions that demand
foresight from all whose futures they might change. An analysis of policy
toward Saddam Hussein’s Iraq demonstrates how costly ill-considered
strategies can be and how counterintuitive some of the solutions are to the
world’s most intractable foreign-policy problems. There are two other his-
torical cases, South Africa and Yugoslavia, which provide important exam-
ples of what happens when states slide all the way down the curve into the
most dangerous levels of instability.

Chapter Two is devoted to three countries near the peak of the left side
of the J curve: North Korea, Cuba, and Saddam Hussein’s Iraq. Chapter
Three examines states that remain on the left side of the J curve but risk an
eventual slide toward instability: Iran, Saudi Arabia, and Russia. Chapter
Four moves down the slope into the dangerous central section of the curve
for a look at two countries that have been there: South Africa and the for-
mer Yugoslavia. Chapter Five features three countries on the right side of
the curve, examines how they got there, and considers what factors will de-
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termine whether they stay: Turkey, Israel, and India. Chapter Six is devoted
to a single country, the state whose political, economic, and social develop-
ment and whose potential for instability pose the greatest challenges for the
United States and the world over the next generation: China. The seventh
and final chapter will offer some policy conclusions and a few ideas about
the future of stability and globalization.






CHAPTER TWO

The Far Left Side
of the J Curve

Dictators ride to and fro upon tigers which they dare
not dismount.
—WINsTON CHURCHILL

E ach of the three countries in this chapter is stable only because its rul-
ing elite has sealed off its citizens from the outside world in order to
monopolize power and resources in the hands of the regime. North Korea,
Cuba, and Saddam Hussein’s Iraq (which fell only to an invasion) have de-
fied expectations of collapse for decades. They are all consolidated authori-
tarian regimes. Each has benefited from the international community’s
tendency to produce shortsighted policies that help them stay that way.
These are the states perched high atop the far left side of the J curve.

The far left side is the most counterintuitive section of the J curve: states
that are often among the most destitute and retrograde are surprisingly sta-
ble. It’s obvious that consolidated authoritarian states are considerably less
stable than well-established liberal democracies. But the most durable of
these closed countries enjoy a higher degree of stability than other left-side-
of-the-J-curve states which have some limited openness to the outside
world. North Korea, Cuba, and Saddam’s Iraq are more stable than Iran,
Saudi Arabia, and Russia, at least in the short term, because Saddam, Cas-
tro, and Kim have a surer grip on their countries’ resources and tighter con-

27
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trol of how their citizens communicate both with one another and with the
world beyond their borders.

The ease and speed with which people, information, ideas, goods, and
services now cross international borders may well eventually render these
police states obsolete. In fact, openness to the outside world poses the great-
est immediate danger to these regimes. But the tyrants who control states
like North Korea, Cuba, and Saddam’s Iraq are well aware that their near-
term survival depends on maintaining the walls that insulate their people
from the rest of the world. So they develop sophisticated techniques to keep
their people uninformed and under control. The fatal weakness of these
states is that any crack in the facade, no matter how small, allows in the
ideas and information that stimulate hunger for change.

The left side of the curve is much steeper than the right, and the mo-
mentum of destabilizing events can quickly propel left-side states down
the curve into dangerous instability. A strike by workers in Uzbekistan is a
far greater threat to the Uzbek government than a similar strike in the heart
of London would be for Britain. However unhappy British teachers may
seem during a demonstration, they know they enjoy a stake in the system, a
share of Britain’s prosperity, and political allies who will speak for them in
the corridors of power. As became clear in the spring of 2005, protest in
Uzbekistan frightens Islam Karimov’s regime, and he answers it with blunt-
force repression. Many Uzbek citizens feel they have little to lose by attack-
ing their government—and little hope for relief from their misery if they
don’t.

These closed regimes are also at risk because a huge portion of their re-
sources must be used to maintain the country’s isolation. A closed country
must build an “ideological immune system,” because airwave-borne viruses
of foreign influence can produce a fast-spreading effect on the population
that an authoritarian government can’t control. Maintenance of that im-
mune system costs a lot of energy, man-hours, and money. The relative
availability and low cost of increasingly sophisticated tools of communica-
tion make it harder for even the most repressive regimes to completely seal
off their citizens. When the residents of China’s Jilin and Liaoning
provinces get new cell phones, they earn extra cash by selling the old ones to
North Koreans. The North Korean government lacks the resources to do
much about it. And the impact of foreign ideas is much larger in a nation
whose people aren’t used to them.
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That’s why the ] curve isn’ta U curve. There aren’t many regimes left that
can maintain old-style isolation, because the democratization of informa-
tion makes it hard to keep an entire nation in the dark. It’s not an easy thing
to convince millions of people, as Enver Hoxha once did in Albania, that de-
spite obvious hardship, they’re living in a worker’s paradise. Nor is it easy to
convince them life is harder abroad than it is at home. In the 1970s, the So-
viet daily newspaper Pravda ran a front-page photograph of New Yorkers
waiting in line on a Saturday morning for Zabar’s delicatessen to open. The
photo was captioned with the words “Look. Bread lines in America, too.”
Attempts to convince today’s Muscovites that America faces economic de-
pression are considerably less likely to succeed.

Another reason such states are so fragile: their stability depends largely
on individual leaders or families, rather than on institutions. Because the
legitimacy of these governments isn’t supported by a system based on inde-
pendent institutions in which the citizenry has confidence, the death of the
supreme leader can spell the end of an authoritarian regime. Yugoslavia did
not long survive the death of Tito. The passing of Francisco Franco in 1975
paved the way for democratic change in Spain. Joseph Stalin’s demise was
kept a state secret for several days to allow Communist Party officials time
to prepare for the possibility that Soviet citizens might demand fundamen-
tal political change.

Yet, even though it is now much harder to maintain secrecy and isolation,
there are still a number of states trying gamely to pull it off. When a devastat-
ing tsunami struck South Asia on Christmas Day 2004, information on the
disaster’s effects poured in quickly from a dozen countries. Yet Burma, which
was directly impacted by the disaster, maintained near-total radio silence.
After Nepal’s King Gyanendra sacked his entire government in February
2005, his first order was to shut down his country’s telephone and Internet
contact with the outside world. In Sudan, the state does all it can to prevent
the international community from investigating the ethnic bloodshed in its
Darfur region. Zimbabwe’s President Robert Mugabe works overtime to
keep international monitors away from his country’s bogus elections and to
bully and terrorize voters into supporting his government.

And then there’s Turkmenistan, a bizarre, totalitarian, Central Asian po-
lice state in which an absolute dictator has taken isolation and control of
the population to both comic and tragic extremes. The country’s self-
appointed dictator for life, Saparmurat Niyazov, has pronounced himself
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Turkmenbashi, or “father of all Turkmen.” There is a portrait of Niyazov on
nearly every street corner, and, although many of the portraits don’t look
alike, those who see them know whom they’re meant to represent. Travel
into the country from outside is tightly restricted; travel abroad for nearly
all Turkmenistan’s citizens is impossible. The local KGB has changed its
acronym but not its methods. Niyazov has maintained the country’s Stalin-
ist character like a shrine to an aging silent film star. In the center of the cap-
ital city of Ashkhabad, a triumphal, three-pronged arch, combined with a
220-foot victory column, serves as pedestal for a massive, pure-gold statue
of Niyazov, rotating a full 360 degrees every twenty-four hours."'

To mold his people’s political thought, Turkmenbashi announced in the
late 1990s that neither the Koran nor the Bible offered his people the spiri-
tual sustenance they needed.* To fill the gap, he authored Ruhnama, or
“The Answer to All Questions,” a work that has now replaced much of the
nation’s previous primary-school curriculum. Every government office,
school, and university in Turkmenistan features public readings of the
pink-covered book. Attendance is mandatory for all workers and students.
Niyazov has renamed days of the week and months of the year after himself,
his family, and Ruhnama’s most colorful characters. He has also indulged in
show trials and forced public self-criticism sessions worthy of Stalin or
Mao. These spectacles air live on giant video screens in Ashkhabad’s public
squares. Police patrol every street.’

Niyazov’s faithfulness to many of Mao and Stalin’s most effective meth-
ods of repression and control demonstrates that the relationship between
stability, control, and isolation from the outside world is timeless. But in an
age of increasingly fast-paced political and economic instability, terrorism,
and weapons of mass destruction, insights provided by the ] curve into how
these regimes maintain themselves—and how quickly they can slide into
chaos—are now more relevant than ever.

These states are brittle, but they are more stable than authoritarian states
that allow a more open political discourse with the outside world. These
closed authoritarian regimes offer a special challenge to the international
predictability that policymakers and international investors seek, because
their leaders often understand their interests in profoundly counterintu-

* Nearly 90 percent of Turkmenistan’s population is Muslim. Virtually all the rest are Eastern
Orthodox Christians.
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itive ways. Why did Saddam refuse to cooperate with UN resolutions when
to do so would have lifted sanctions on his country and made an American
invasion far less likely? Why does Castro revel in antagonizing the neigh-
boring superpower? Why does North Korea seem to invite a military con-
flict it can’t possibly survive? Because their leaders believe the international
community will respond by giving their governments what they want most:
deeper isolation. International political crises serve their purposes. Dicta-
tors produce instability abroad to maintain stability at home.

As North Korea continues to demonstrate, even a small isolated state can
disrupt global politics and markets in frightening ways. In this case, where
North Korea’s nuclear deterrent makes the use of brute force against
Pyongyang not only dangerous, but increasingly inconceivable, it’s essential
to understand how these states on the left side of the J curve sustain them-
selves—and how they might fall.

NORTH KOREA AND WHY IT MATTERS

The Democratic People’s Republic of Korea (DPRK) is a small, isolated
country with a population of 20 million to 22 million and few natural re-
sources beyond the slave labor of its people. Its economic system does not
allow for the efficient exploitation of the limited mineral wealth it does pos-
sess. Most of the world’s governments treat North Korea as a pariah. Its only
real ally, China, keeps the DPRK leadership at arm’s length. In short, North
Korea doesn’t enjoy the natural advantages of some other isolated states: it
has no reliable friends, no oil or gas to sell; it will never be a hot tourist des-
tination; no one is dying to try North Korean cigars.

Yet, North Korea is geopolitically important because it is a heavily mili-
tarized police state with a million soldiers, several million malnourished
citizens, and an arsenal of the world’s most dangerous weapons.* On either
side of the small demilitarized zone that separates North and South Korea
stands the highest concentration of military force anywhere in the world.

North Korea is also important because it maintains a ballistic-missile
capability that threatens South Korea and Japan. The regime has sold mis-

*About 5 percent of North Korea’s people serve in the military.
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siles in violation of international law. It could do the same with weapons of
mass destruction and related technology. It also traffics in illegal drugs and
counterfeit currency. It’s a country close to the brink of economic ruin and
large-scale starvation, which threatens to send refugees by the millions into
neighboring countries, particularly China. This flow of refugees could, in
turn, produce severe food shortages in neighboring states, breed communi-
cable disease, provoke environmental crises, and create chaos in global fi-
nancial markets. In other words, North Korea is important because of the
wide range of threats it poses for the international community. Its instabil-
ity is everybody’s business.

Some History

Three days after issuing the general order for Japanese surrender in August
1945, President Harry Truman, fearing the Soviets might attempt to occupy
the entire Korean Peninsula, authorized the U.S. military to divide Korea.
The dividing line was set at the 38th Parallel. The Soviet Union and the
United States installed client regimes on either side of the divide, with the
northern half under Communist domination and the southern half di-
rected by a series of authoritarian regimes sponsored by Washington. Im-
mediately after the Second World War, Stalin dispatched Kim II-Sung, a
young Korean officer from a specially trained unit of the Soviet Army, to
close the northern half of the Korean Peninsula to the outside world and to
construct a stable, Soviet satellite state.

Despite a United Nations plan for Korea-wide elections, the two de facto
Korean states, the DPRK in the north and the Republic of Korea (ROK) in
the south, were politically and economically separated. This separation
produced a natural rivalry between the two Koreas and the instability that
comes with it. Following the division, the leaders of the northern and
southern regimes each pressured their respective superpower patrons to
help them to militarily reunify the peninsula. In early 1950, Stalin agreed to
support a North Korean invasion of the south with the aid of an army of
Chinese “volunteers.” The United States moved to defend its South Korean
allies, and for the next three years, war surged up and down the peninsula,
destroying much of both nations’ infrastructure and creating millions of
refugees.



The Far Left Side of the ] Curve 33

By the end of the war in 1953, 10 percent of all Koreans—almost 2 mil-
lion people—were dead; 6 million were wounded or missing. More than
900,000 Chinese and almost 37,000 Americans were killed. The north was
essentially flattened by near-continuous bombing by the U.S. Air Force.
Once the armistice—little more than a ceasefire—was signed, the two sides
drove white posts into the ground to create a military demarcation line just
north of the 38th Parallel. Legally, a state of war still exists on the Korean
Peninsula. A half-century after the armistice, the unfinished Korean War
still threatens regional stability.

Under the leadership of Kim Il-Sung, and with the aid and support of
the Soviet Union, North Korea grew into a self-sufficient, industrial econ-
omy, which, at first, outperformed postwar South Korea. The DPRK devel-
oped heavy industry on foundations laid by Japanese occupiers in the
1930s. Agriculture was collectivized and output quickly rose as modern
techniques were introduced to what had been a Japanese-dominated feudal
society. North Koreans built schools and hospitals, produced enough to eat,
and enjoyed the basic labor rights of a developing socialist state.

But by the end of the 1970s, the structural limitations of North Korea’s
economy began to assert themselves. By 1979, North Korea’s per capita GNP
had fallen to a third that of South Korea. As in the Soviet Union, the DPRK’s
ability to expand its industrial base reached natural limits: there was no in-
centive structure within its economic system to develop the new technology
necessary to expand productivity. To safeguard the DPRK’s self-sufficiency,
the state ordered unsustainable agricultural projects that eventually did
tremendous damage to the nation’s arable land. Stagnation led to hardship,
hardship produced famine, and North Korea was unable to innovate its way
out of a deepening economic crisis. With the collapse of the Soviet Union,
North Korea—like Cuba—suddenly found itself without the benefactor
that enabled it to feed its people without joining the global economy.

North Korea’s economy remains the world’s most centrally planned and
isolated. Industrial capital stock is, for all practical purposes, beyond repair
after decades of underinvestment and shortages of spare parts. A lack of
arable land, three generations of inefficient collective farming, an inhos-
pitable climate for agriculture, and chronic shortages of fuel and fertilizer
have produced severe food shortages. The food that is produced goes to the
Communist Party leadership and to the million-man military. Whatever is
left feeds some of North Korea’s people.
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The DPRK’s military capability is the regime’s guarantee of protection
against invasion. The loyalty of the military and security services is the
regime’s guarantee of protection against its own people. This power and
loyalty ensure that North Korea’s armed forces have first access to whatever
the government can produce or purchase. In fact, the military enjoys a par-
allel economy, with its own farms and factories. Estimates are that any-
where from one-fifth to one-third of North Korea’s GDP goes directly to the
army.

Kim Jong-1l

Kim Jong-Il, or “the Great Leader,” as he is more commonly known by his
subjects, is the world’s greatest political and artistic genius.* He was born
under a double rainbow atop a sacred Korean mountain. His brilliance ex-
tends well beyond his leadership of Communism’s first dynasty. Kim is the
author of six operas, each more beautiful than any in the history of music.
His first visit to a golf course resulted in five holes-in-one and a world
record for best score in a single round of eighteen. In fact, Kim eclipsed the
previous world mark by twenty-five strokes and has witnesses to prove it.
Kim’s personal genius is the DPRK’s organizing principle.

There is, of course, a more prosaic version of Kim Jong-I’s story. In it,
Kim was born in 1941 in a Korean refugee camp in Siberia. A would-be film
director—in a country with no film industry—Kim Jong-Il began to take
on some modest leadership responsibilities in the 1970s. At age twenty-
three, Kim assumed the role of guidance officer in the Cultural and Propa-
ganda Department of the Communist Party Central Committee. In 1980,
he was made a full member of the Central Committee, the Politburo, and
the Military Committee and was officially designated his father’s successor.
Since assuming power following his father’s death in 1994, Kim Jong-I1 has
made virtually all his policy decisions outside the public eye, rarely com-
municating with foreign heads of state or their representatives.

Kim rules not through genius but by the omnipresent surveillance of his
secret police and the Communist Party’s bureaucratic control over virtually

* Previously North Koreans distinguished between “Great Leader” Kim 1l-Sung and “Dear
Leader” Kim Jong-11, but both are now referred to as “Great Leader.”
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every aspect of daily life. No one in North Korea receives food or shelter
without the approval of the party. The Great Leader’s “star power” owes
much to a considerable effort to deemphasize his modest stature. He is usu-
ally seen publicly in dark glasses, platform shoes, and a pompadour hair-
style designed to add four inches to his height. Only a leader confident that
his people have virtually no contact with the outside world would ask them
to accept hagiography as biography.

If some (too easily) dismiss Kim as a megalomaniacal clown, the meth-
ods of his government are no laughing matter. North Korea has granted
asylum to Japanese terrorists.* It has allowed millions of North Koreans to
starve, shot down a South Korean passenger plane, assassinated South Ko-
rean government officials, kidnapped South Korean and Japanese civilians,
sold ballistic missiles to Syria, Libya, and Iran, sold heroin to western drug
dealers, and worked for years to develop an arsenal of nuclear weapons. The
world has responded by deepening North Korea’s isolation.

Isolation and Secrecy

To protect the DPRK’s isolation—and therefore its stability—the North
Korean leadership has used tactics familiar in other closed authoritarian so-
cieties, but it has taken them to extremes rarely seen anywhere else. Few for-
eigners are allowed into the country. Those who are admitted are allowed
virtually no meaningful contact with locals. They are shown “Potemkin vil-
lages,” hastily built movie-set-style communities meant to persuade out-
siders that the standard of living is substantially higher than it is. In general,
aid workers are no more welcome in the DPRK than are international
weapons inspectors. The leadership doesn’t want foreigners to see North
Koreans—or North Koreans to see foreigners. The country’s J curve is al-
ready too low to allow such a threat.

One event in particular captures the absurd and tragic extremes of
North Korea’s isolation. On April 22, 2004, sparks from a railyard electrical
cable reportedly ignited chemical fertilizer stored in train cars in the north-

* North Korea has given sanctuary to the surviving members of the Japanese Communist
League—a Red Army Faction that hijacked a Japanese commercial jet in 1970 and landed it
in North Korea. http://cfrterrorism.org/sponsors/northkorea2.html#Q12.
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ern town of Ryongchon, close to the Chinese border. The resulting explo-
sion killed nearly 200 people, injured over 1,000, and left more than 10,000
homeless. Some believe the explosion was actually an assassination attempt
on Kim Jong-Il, who had passed through the town by train several hours
earlier.

Pyongyang’s first reaction was to try and hide the massive blast from the
outside world. The DPRK’s already limited international phone service was
cut. The regime declined China’s offer to accept the most badly wounded
into Chinese hospitals and rebuffed South Korea’s offer to truck in emer-
gency supplies. Without official explanation, North Korea announced it
would accept emergency supplies only by sea—which Pyongyang knew
would take significantly longer—because the North Korean government
didn’t want its people to see modern South Korean trucks or the South Ko-
reans who drove them. International aid organizations say a substantial
number of North Koreans died during the delay.

In short, the DPRK’s dangerously dilapidated infrastructure caused a
massive accident, which, despite the regime’s best efforts, was too large for
even secretive North Korea to cover up. North Koreans who didn’t live in the
area or know anyone who did probably knew nothing of the accident other
than what the Central News Agency reported: a terrible tragedy had oc-
curred, but local residents had demonstrated heroic patriotism by running
into burning buildings to save portraits of Kim II-Sung and Kim Jong-I1.

For ordinary North Koreans, the country’s isolation is doubly damag-
ing: it both hides from them the depth of their country’s failure and enables
the continuation of that failure. Decades of catastrophic economic policies,
natural disasters, and revenue funneled directly to the country’s military-
industrial machine have left the DPRK’s economy dependent on foreign
handouts for survival. Despite millions of tons of food from foreign donors
and international organizations, as many North Koreans have died of star-
vation and starvation-related diseases since 1995—2 million—as North
and South Koreans died in the war. According to international relief orga-
nizations, when the Soviet Union collapsed in 1992, 18 percent of North
Koreans were malnourished. By 2005, the figure was 37 percent.

Despite this, the leadership of the DPRK trumpets two philosophical
principles as the guardians of its people’s welfare: self-reliance, or juche, to
minimize the influence of outsiders within the DPRK, and a declared policy
of “liberating” South Korea through war—the same policy that led Kim
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II-Sung to press Stalin for support of an invasion in 1950. Juche is the
regime’s attempt to guarantee no movement along the J curve will ever be
needed. It is the Korean word best translated as “never having to open, never
having to fear.” The DPRK is no more likely to renounce the myth of self-
reliance than it is to renounce its nuclear program. This refusal to accept re-
ality as a touchstone for policymaking has, over the decades, bankrupted
the country.

How poor is North Korea? Satellite photographs taken of Northeast Asia
at night reveal the bright lights of modern capitalist Japan, the robust
growth of twenty-first-century China, the relative prosperity of dynamic
South Korea, and complete darkness from the northern half of the Korean
peninsula. As the photo below shows, from space, South Korea looks like an
island, floating in the Sea of Japan between China, Japan, and Russia. Even
the capital city of Pyongyang goes dark once the sun sets. No photograph
better tells the story of today’s North Korea. The DPRK’s government keeps
its people in the dark: it is unable to provide them with electricity and un-
willing to provide them with information.

A Satellite Photograph of North Korea at Night: North Korea’s government cannot afford
to provide its citizens with electricity after dark. The northern half of the Korean Peninsula
is virtually as dark at night as it was a thousand years ago.
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Yet, even a regime determined to fully isolate its people cannot succeed
forever. The construction of cellular relay stations along the Chinese side of
the North Korean border in 2004 has allowed some North Koreans living
nearby to use Chinese cellular phones to call family members—even jour-
nalists—in South Korea. After DVD players became widely available in
northern China in 2003, local merchants collected discarded videocassette
recorders and sold them in North Korea. Videotapes of South Korean soap
operas have since become so popular that North Korean state television has
warned North Koreans not to adopt South Korean hairstyles. South Korean
journalists report their North Korean contacts have asked for “cell phones
with cameras attached.”

In response, Kim reportedly ordered the creation of a special prose-
cutor’s office in November 2004 to jail North Koreans who sell South
Korean videotapes or use South Korean slang. Pyongyang has also re-
portedly begun border patrols using Japanese-made equipment capable
of tracking cell-phone calls. While Chinese cell phones only work within
a few miles of the Chinese border, videocassettes have reportedly spread
into every area of North Korea in which there is even sporadic electricity.
To crack down on the viewing of these videos, North Korean police have
reportedly adopted the tactic of surrounding a neighborhood, cutting off
electricity, and then inspecting video players to find tapes stuck inside.
Recent defectors have also reported that police cars with loudspeakers cir-
cle North Korean neighborhoods, warning residents to maintain their
“socialist lifestyle” and to shun South Korean pop culture.’ North Korea’s
leaders can’t hold off foreign influences forever. But they will continue to
do their best.

The Arsenal

The DPRK has also used its international isolation to secretly develop its
nuclear program. The country began work on a reprocessing facility in
1989. In 1992, Pyongyang informed the International Atomic Energy
Agency that it had reprocessed plutonium. Negotiations with the DPRK
produced an “Agreed Framework,” signed in Geneva in October 1994,
which required North Korea to freeze construction of its nuclear power
plants and eventually to dismantle its nuclear programs in exchange for
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guarantees that an international consortium would provide the country
with fuel and two light-water reactors to generate electric power. But in the
summer of 2002, U.S. intelligence discovered that Pyongyang had violated
the agreement by secretly producing highly enriched uranium suitable for
the development of nuclear weapons. In December 2002, North Korea an-
nounced it was removing UN monitoring equipment from the sealed nu-
clear reactor at Yongbyon. A month later, North Korea announced it would
withdraw its signature from the Nuclear Non-Proliferation Treaty. Thus
began the current North Korean nuclear standoff.

The ultimate guarantor of juche in a security context is the DPRK’s nu-
clear-weapons program. Yet, North Korea would enjoy a powerful military
deterrent even if it had no nuclear weapons. North Korea’s enormous army
is poised just north of the demilitarized zone, a mere twenty-five miles
from the South Korean capital. Seoul is easily reachable by North Korean
artillery, and North Korean troop strength is more than double that of
the South Korean army and the 37,000 Americans still in the south. But the
Bush administration’s “axis of evil” approach upped the stakes for the
North Korean leadership. The invasion of Iraq convinced Pyongyang that
no expense should be spared in bolstering the DPRK’s capacity to deter a
U.S. attack. Development of nuclear weapons began, of course, before the
election of George W. Bush. But Bush’s willingness to actually use the “doc-
trine of preemption” to head off a potential nuclear threat in Iraq pushed
Pyongyang to accelerate its nuclear buildup and to resolve to see it through.

If North Korea had no weapons program, it would be of little interest to
the United States beyond a humanitarian desire to help the country’s starv-
ing people. It would occupy no more attention in Washington than do Be-
larus and Burma. But North Korea does have a nuclear-weapons program,
and it’s not going to give it up. Much discussion of the DPRK has been
devoted to finding the right combination of inducements and threats to
convince North Korea to voluntarily renounce its nuclear ambitions. Wash-
ington’s stated goal is the Complete, Verifiable, Irreversible Dismantlement
(CVID) of North Korea. But there are no carrots or sticks that will achieve
North Korean denuclearization, verifiable or otherwise. North Korea is de-
pendent on the outside world for fuel to power its economy and for food to
feed its army and as many of its starving people as possible. The DPRK
needs its weapons program because weapons and weapons technology are
the only resources it has to leverage. To exchange its entire nuclear program
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for food and fuel today leaves it with nothing to trade for food and fuel
tomorrow.

Another reason Pyongyang will never verifiably renounce its nuclear
program is that the men who rule North Korea believe it is their only ab-
solute guarantee against a U.S. invasion. No treaty was ever officially signed
between the two Koreas ending the Korean War. For Americans, that’s a
footnote of history. For North Koreans, it’s a central fact of life. Pyongyang
was spooked when George W. Bush included North Korea as part of an “axis
of evil” in his 2002 State of the Union address. And when bombs began
falling on Baghdad the following year, the regime saw its worst nightmare in
living color. The DPRK will never voluntarily renounce its nuclear weapons
program because it fears the Bush administration intends to topple statues
of the Great Leader in Pyongyang.

The third reason North Korea will not give up its nuclear program is
that, to maintain control over his country, Kim Jong-1l must keep his peo-
ple completely isolated. Allowing international inspectors to verify sus-
pected nuclear sites is to give foreigners free access to the North Korean
people. Kim Jong-1l cannot allow that and hope to remain securely in
power. This is a key difference between North Korea and Libya or Iran.
Libya and Iran go to some lengths to resist foreign influence. The Kims, on
the other hand, have tried to create a hermetically sealed state.

To preserve its hopes of maintaining a stable, closed North Korea for the
indefinite future, the DPRK’s leadership will push its country as far up the
left side of the J curve as it can. Any deliberate move down the curve—
toward a reformed economic system plugged into the forces of globaliza-
tion—would start an avalanche that Kim Jong-1I and those who serve him
would not survive. That is North Korea’s catch-22: it cannot sustain itself
indefinitely without substantial foreign economic help. But economic aid
opens the country to influences that will one day break Kim’s grip on his
people.

North Korea is today the most dangerous country in the world. It has
nuclear weapons capable of striking South Korea and Japan. It may soon
have a missile capable of carrying a nuclear warhead to the west coast of the
United States. Yet, the danger is not that Kim Jong-Il will wake up in a bad
mood one day and launch missiles on Seoul, Tokyo, or Seattle. North Korea
has no intention of committing suicide—which is what such an attack
would amount to. And nuclear missiles aren’t reusable. Pyongyang is highly
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unlikely to cash in any of its very, very few chips. North Korea is the world’s
most dangerous country because it will always be tempted to sell the
world’s most dangerous weapons to the world’s most dangerous people.

North Korea has good reason to believe it can sell nuclear technology
without being caught: it has already done so on more than one occasion. We
now know that in 2001 Libya bought two tons of enriched uranium stocks,
not, as previously thought, from the A. Q. Khan network in Pakistan, but
from North Korea.* By secretly selling arms and weapons technology,
North Korea can earn cash, destabilize its enemies, and avoid blame and re-
taliation for doing so. North Korea is also involved in drug and counterfeit-
currency trafficking, and the sale of ballistic-missile technology. But it is
nuclear technology that could bring in the biggest money for Kim’s de-
pleted treasury.

Policy

So if North Korea can’t be bribed or blackmailed into relinquishing its
weapons program, what is to be done? The right U.S. policy toward the
DPRK can be expressed in two words: regime change. Clearly, Kim Jong-II’s
continued rule is not in the interest of international stability. But regime
change, in this case, does not mean a shock-and-awe military campaign—
although it’s important that Kim, and even some of his neighbors whose
support Washington needs for a tough policy, believe that possibility re-
mains on the table. Regime change in North Korea means finding ways to
gradually expose the North Korean people to outside influence in order to
create demand for change from within the DPRK.

The immediate objective of such a policy is not to quickly make the gov-
ernment of North Korea look like the government of Sweden, or even to try
to force the DPRK to hold elections. But if Pyongyang governed its people a
little more like China does today—granting them some meaningful eco-
nomic and social freedoms even as it restricts political liberties—this would

* Pakistani scientist Abdul Qadeer Khan is the architect of Pakistan’s nuclear program. In
2004, a network he established to sell nuclear technology abroad was publicly exposed.

Stephen Fidler, “North Korea ‘gave Libya material for nuclear arms’,” Financial Times, May
26,2004,
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be a solid start toward the opening up of North Korea and its managed
transition toward the right side of the J curve. In the long run, it will enable
the North Korean people to change their own regime. Kim Jong-II and the
elite that supports him have done everything possible to avoid the need for
even these modest reforms. But North Korea needs cash. If the United
States and North Korea’s neighbors can prevent North Korea from selling
weapons and weapons technology, Pyongyang will have little choice but to
look elsewhere for revenue.

In the meantime, Washington must recognize that Kim Jong-Il and his
dependents will do everything they can to keep the DPRK completely
sealed off from the rest of the world. The United States must not continue
to pursue policies that help North Korea achieve that objective. Imposing
punitive sanctions and cutting off opportunities for North Korea’s people
to interact with outsiders is self-defeating. Contact between North Korea’s
citizens and the outside world is essential if the lights are to be turned on in
North Korea and the energy of the North Korean people is to be let loose on
the world’s most oppressive police state.

The best tool for opening up North Korea is the insertion into the DPRK
of a Trojan horse. North Korea is well aware of the potential traps that con-
tact with outsiders can bring. The regime can’t easily be fooled. But the
North Korean leadership knows it needs help to survive—help that must
come from beyond the DPRK’s borders.

Washington has contributed to the flow of information penetrating
North Korea. In 2004, Congress unanimously passed the North Korean
Human Rights Act, which provides for increased Korean-language radio
broadcasting into the DPRK and for aid to North Korean refugees in China.
The measure is among Washington’s most promising initiatives on North
Korea.

But ultimately, the Trojan horse cannot be American. Kim Jong-1l is not
about to let the Peace Corps go wandering around his countryside talking
to farmers and handing out leaflets. It probably won’t be South Korean. In
2003, a group of human-rights organizations launched a series of balloons
into North Korea with small solar-powered AM-frequency radios attached.
The South Korean government, fearing Pyongyang’s reaction, stopped the
program. It’s too bad, because it’s an example of one low-cost, effective way
of undermining Kim’s ability to isolate his people. The Trojan horse cer-
tainly won’t be Japanese. Relations between North Korea and Japan will suf-
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fer for the foreseeable future from the same historical tensions that have
alienated Tokyo from many of the states it colonized before and during the
Second World War.

If North Korea is to swing open its heavily fortified gates to gifts from
outsiders, the horse that’s wheeled in must be Chinese. It is China on which
North Korea depends for food, energy, and diplomatic breathing room. It is
China that Kim Jong-11 is sometimes willing to trust—of necessity, if for no
other reason. It is with China’s permission that Kim has considered creating
a “special economic zone” along their shared border. And it is China that
provides a realistic model for a North Korea that the world can live with in
the middle term. China knows its long-term stability depends on its
people’s prosperity and recognizes the compromises with openness that
must be made to achieve and sustain that prosperity in today’s world.
China’s reluctance to destabilize the North Korean regime comes from its
fear of millions of North Korean refugees pouring across the Chinese bor-
der. But North Korea will collapse one day, no matter what policies foreign
governments pursue. It will be better for China to be inside the DPRK when
that happens and to help manage the DPRK’s descent down the J curve to-
ward chaos.

If North Korea is willing to open its economy to trade, development, and
investment projects with China, almost everybody wins. China is able to
minimize the possibility that an unstable North Korea might create a health
and humanitarian disaster by sending millions of refugees across the bor-
der. North Koreans will no longer starve, and the DPRK will become less
dependent on South Korea and the West for food aid. South Korea, Japan,
Russia, and the United States benefit because the Korean peninsula will
become more stable, and because outside influences will help end North
Korea’s isolation. The only long-term loser in this scenario is the ruling elite
of the DPRK, which will have unleashed a hunger for change among its
people the regime won’t be able to satisfy.

That said, the J curve also demonstrates the dangers for the region once
North Korea begins to be exposed to Chinese and, therefore, other outside
influences. The slide toward instability may come fast as large numbers of
North Koreans, suddenly aware of the lies and lethal mismanagement to
which they’ve been subject for decades, begin to assert themselves at the ex-
pense of their leaders. Once the prisoners get a good look at their jailers, the
results are hard to predict.
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How might the slide begin? North Koreans will find out Chinese work-
ers sometimes go on strike and win concessions from the government. Used
cell phones and text-messaging equipment bought from Chinese vendors
then allow North Korean workers to discuss the idea of strikes and other
coordinated demonstrations. Talk of protests leads to the formation of
informal organizations. These gatherings are banned, and many of their or-
ganizers are jailed or executed. But once a line has been crossed and the ban
is resisted, people who never before discussed politics with one another will
begin to communicate. North Koreans who haven’t yet seen bootleg videos
of South Korean soap operas discover through books and photographs,
Internet access, and cell-phone contact with the outside that life in South
Korea is nothing like they’ve been told. The government loses credibility
and the people lose some of their awe of the Great Leader. Once the awe
is gone, fear is lost as well. The resulting unrest will lead to serious volatility
and divisions within the ruling regime over how to respond. How fast could
this happen? Ask Nicolae Ceausescu. The revolutions of 1989 proved that
the slide down the left side of the curve can take a matter of days.

This brings us to another important aspect of regime-change strategy:
managing the transitional volatility. Just as no outside power is as great a
long-term threat to a closed regime as its own people, no outside power can
guarantee that another country’s transition through the dip in the J curve
won’t produce catastrophic violence. But the United States can work with
others in the region to help ensure that nuclear weapons play no role in
North Korea’s transition. Without question, North Korea has become the
world’s biggest proliferation threat. Chaos in the DPRK could produce a
nuclear-technology fire sale, with scientists and the military cutting private
deals with all interested parties.

Simply waiting for North Korea to fall and doing nothing to limit its
weapons proliferation is a dangerous option. Washington could instead
craft an interim strategy to limit North Korean proliferation; U.S. allies in
East Asia could help. The ideas that Beijing and Seoul currently have in
mind for North Korea’s nuclear program are exactly like Washington’s pol-
icy of Complete, Verifiable, Irreversible Dismantlement—except that any
agreement they might independently strike with Kim Jong-Il won’t be com-
plete, verifiable, irreversible, or require Kim to dismantle his nuclear arse-
nal. If China and South Korea cut their own deal with Kim’s regime, North
Korea will be allowed to keep its existing weapons, inspections will be both
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limited and controlled by North Korea’s government, and the nuclear infra-
structure will be frozen rather than destroyed. China and South Korea want
to avoid crisis at all costs—they have to live next door to the North Koreans.
And a sudden crisis inside the DPRK impacts them far more directly than it
does Washington.

Yet, Washington does have a mechanism for enforcing nonproliferation,
if it can build a meaningful consensus around the policy. The Proliferation
Security Initiative (PSI), a multinational effort that presently includes fif-
teen states, provides the international legal framework for snap inspections
of every plane, train, and boat arriving in, or departing from, North Korea.
The current problem with PSI is that China and South Korea do not sup-
port it. To combat the danger of North Korean proliferation, the United
States needs to convince China and South Korea that full implementation
of the PSI is very much in their national interests.

The United States has very little leverage with North Korea. But it does
have leverage with China and South Korea, which, in turn, have leverage
with the DPRK. Washington could persuade Beijing and Seoul to support
PSI by promising to deliver comprehensive aid to the North Koreans, in-
cluding emergency food, medical supplies, and energy. Together with other
PSI participants, the offer could include the creation of meaningful, non-
nuclear energy infrastructure. North Korea will claim it has concessions
from the superpower and offered nothing in return. Washington will
counter that it isn’t negotiating with North Korea. It is working with its
allies to produce the outcome everyone wants: a stable North Korea that
can’t sell dangerous weaponry to the highest bidder.

The United States need not publicly renounce CVID. Washington could
provide North Korea with short-term humanitarian assistance and nothing
more. Provision of a nonnuclear energy-production capacity—teaching
the North Koreans to fish for themselves—could still be linked to clear, de-
finable steps by Pyongyang toward verifiable denuclearization. Over time, a
“normalized” policy environment in North Korea might even make such an
option possible, though that’s unlikely. A policy of humanitarian assistance
coupled with vigorous enforcement of PSI would recognize that it is not
possible to conclude an acceptable agreement with Kim Jong-Il and that
no unilateral policy on North Korea can achieve Washington’s hoped-for
outcome. It would amount to nothing less than a fundamental shift in
America’s North Korea strategy.



46 The J Curve

North Korea won’t like PSI, because it limits the DPRK’s sovereignty and
prevents the regime from selling its only valuable export. In fact, Kim Jong-
11 has said publicly the imposition of quarantine would be an “act of war.”
So be it. Kim Jong-1I1 has said a lot of things. He wants to remain in power
and is extremely unlikely to start a war he cannot win. A strategy that opens
North Korea to foreign influence while containing Pyongyang’s weapons
proliferation doesn’t require North Korea’s approval. And it serves the long-
term interests of peace and stability in East Asia and beyond. As North
Korea slides down the J curve into instability, the international community
can help manage the consequences.

“SOCIALISM OF THE TROPICS”: CASTRO’S CUBA

In the spring of 2003, just as the Bush administration was pulling down
statues of Saddam Hussein and pushing Iraq down the left side of the
J curve, Fidel Castro was throwing large numbers of Cuban dissidents in
jail. The timing was probably not coincidental. Authoritarians rarely wel-
come world attention when they are putting political prisoners behind
bars, and America’s shock-and-awe campaign in Baghdad provided an ex-
cellent international diversion for Castro’s crackdown on domestic dissent.

While the world watched Iraq, a Cuban court sentenced seventy-eight
Cuban citizens to an average of nearly twenty years in prison following se-
cret, one-day trials. Almost two-thirds of the accused had circulated a peti-
tion calling for broader political freedoms. Because the United States had
encouraged the petition drive, prosecutors added “conspiracy with a for-
eign power to overthrow the Cuban government” to their list of crimes.
Around the same time, three more Cubans were sentenced to death and
quickly executed after trying to hijack a ferry to Florida.

As the Bush administration worked to demonstrate in Iraq that the
United States had the will to destroy dangerous “rogue states,” Castro was
hoping for his own demonstration effect—to deter further calls from
within Cuba for democratization. Since 2003, Castro has moved to tighten
central planning of the Cuban economy, to limit Cuban access to the Inter-
net, and to outlaw the use of U.S. dollars by Cubans. In short, Castro has
further closed his country.
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Only during the Cuban missile crisis has Cuba occupied a position near
the top of America’s foreign-policy priorities. Cuba’s foreign policy, even
when its troops helped advance Communist Cold War goals in Africa, has
never had the geopolitical consequence that North Korea and Iran have
now and that Saddam’s Iraq had during the 1980s and ’90s. Castro’s regime
is included in this book to illustrate revealing variations in how closed, con-
solidated regimes stay that way and to articulate how U.S. policy toward
these regimes can produce the opposite of its intended consequences when
the lessons of the J curve are ignored.

Cuba has been an isolated state for decades, but never as closed as Kim
I1-Sung and Kim Jong-II’s North Korea; Cuba lies ninety miles off the
Florida coast and is today the only Communist regime in the western hemi-
sphere. It was easier for Castro to isolate Cuba when he could rely on the So-
viet Union as protector and benefactor. But since the Soviet collapse, a lack
of economic aid has forced Castro to experiment with limited local entre-
preneurship. He has also eased his control of freedom of assembly and
speech. In fact, it was exactly that kind of experimental indulgence and the
use ordinary Cubans made of it that led to the 2003 crackdown—once Cas-
tro began to fear his small-scale market experiments and the relaxation of
political restrictions might gain momentum and escape his control. Few
outside the Soviet Union were more horrified than Castro when events un-
leashed by reform in Moscow overtook Mikhail Gorbachev.

Not that Castro began the new century with ideas of a Cuban pere-
stroika. The Cuban leader agreed to experiment with market ideas only
with considerable reluctance, and the pressure for a loosening of Castro’s
political grip came not from within his government but from Cuban dissi-
dents. In 2002, one such dissident, a medical-equipment engineer named
Oswaldo Paya, presented Cuba’s National Assembly with a petition signed
by more than 11,000 people. The petition called for a referendum on civil
rights, an amnesty for some nonviolent political prisoners, electoral re-
form, and the introduction of limited free enterprise. The petition drive,
known as the Varela Project, brought together dissidents and opposition
figures from across the island. Castro’s first response was to begin a petition
of his own, on which he collected millions of signatures, to amend the
Cuban constitution to declare Communism “irreversible.”

But if Castro is to keep his country on the left side of the ] curve—where
he can control it—he must continually find new ways to stoke the Cuban
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economy with as little exposure as possible to world market forces, and with
as few accommodations of his enemies in Washington and Europe as he can
manage. Arresting Paya would make the dissident leader an international
symbol of resistance to authoritarianism—a weapon Castro’s enemies
would be only too happy to use against him. So Castro decided to ignore
him. Europeans, Americans, and a good number of Cubans only became
more interested in Paya.

In 2002, Paya was allowed to travel to Europe, where he received the
Sakharov Prize for human rights and received the blessing of Pope John
Paul II, himself a former anti-Communist dissident. On the way home, he
was warmly received in Washington by Secretary of State Colin Powell.
None of this was reported in the Cuban media. With Paya’s return to Cuba,
and as his Christian Liberation Movement and the Varela Project gained
strength, Castro decided Paya and his supporters had to be tamed. Of the
seventy-eight arrested in the spring 2003 crackdown, forty-six were mem-
bers of Paya’s organization.

The Failure of Sanctions

There is an important area of disagreement between Cuban supporters of
the Varela Project and Castro’s more famous critics in the Cuban-American
community: Paya and his allies oppose the four-decade-old U.S. embargo
of Cuba. While most of the Cubans of South Florida support sanctions to
signal their hatred of Castro and his regime, Oswaldo Paya looks to under-
mine Castro’s rule directly by enabling ordinary Cubans to establish the fi-
nancial independence needed to challenge the regime from within. This
distinction goes directly to the heart of Castro’s efforts to keep Cuba as far
as he can up the left side of the ] curve, and it helps explain why U.S. sanc-
tions on Cuba amount to one of the most obvious U.S. foreign-policy fail-
ures of the last forty years.

Since 1960, the United States has sought to undermine Castro by closing
Cuba to the outside world. When Castro took power, the United States
hoped to destabilize his regime by squeezing the island economically and
by encouraging the Cuban people to oust Castro in favor of the prosperity
that might come from better relations with Washington. Yet, Castro has sur-
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vived nine U.S. presidents, the collapse of his great benefactor the Soviet
Union, and four decades of U.S. attempts to undermine his hold on the is-
land. Castro’s grip on power is as sure as ever. Yet, four decades later, Wash-
ington refuses to try a different approach.

It’s not that most U.S. lawmakers don’t recognize the uselessness of
sanctions against Castro’s government. But in countries on the right side of
the J curve, like the United States, foreign policy is the product of the fric-
tion produced by many competing interests. Many Americans support a
punitive policy against Castro, because they believe deeply that a govern-
ment that denies its citizens the most basic rights and freedoms should be
punished. Supporters of the trade embargo argue that it is immoral to do
business with a dictator who imprisons dissidents and exercises authoritar-
ian control of a country so close to American shores. In fact, there is no bet-
ter example than the Cuban trade embargo of a policy based on the view
that repressive foreign governments should be punished. But to punish
Cuba is to help Castro realize his goal—the reinforcement of his police
state.

There is another reason Washington remains determined to punish
Castro’s regime. In October of 1962, Castro played host to Soviet nuclear
missiles aimed at the United States. While much attention is paid to the role
Cuban-Americans play in shaping U.S. policy toward Cuba—and rightfully
so—it’s worth remembering that Fidel Castro helped bring America face-
to-face with its nuclear nightmare. Few who experienced the Cuban Missile
Crisis will ever forget it. It’s true that Castro has a flair for anti-American
rhetoric. Others with the same talent—Muammar Qaddafi, Hugo Chdvez,
and Manuel Noriega, for instance—have felt Washington’s wrath at differ-
ent times and in different ways. But Castro is more than an anti-American
megaphone in the Caribbean: he’s the man who played a crucial role in
pushing America closer to the brink of nuclear war than it’s ever been. The
urge to punish such a regime is understandable.

There are also domestic political reasons why Washington continues to
try to “punish” Castro. Cuban exiles play a famously disproportionate role
in the formulation of U.S. policy toward Castro’s Cuba, because they repre-
sent a sizable voting bloc inside a closely contested state that can single-
handedly give a candidate—or prospective candidate—10 percent of the
electoral votes he needs to be elected president. Virtually all of Florida’s
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Cuban exiles go to the polls,and many tend to base their votes on the candi-
dates’ willingness to maintain a policy of punitive sanctions against Fidel.
In other words, most lawmakers don’t maintain sanctions on Cuba because
they believe sanctions are achieving their goals; they vote to maintain sanc-
tions because they want to be reelected.

Cuban-Americans aside, Castro does have a special genius for irritating
Americans. In one version of a famous story, when Castro visited New York
City in 1960 for a meeting at the United Nations, President Dwight Eisen-
hower conspicuously failed to invite him to a luncheon at the Waldorf-
Astoria. Castro checked into the Hotel Theresa on Manhattan’s 125th
Street, saying it would be his “honor to lunch with the poor and humble
people of Harlem.” He further angered the administration by receiving a
special guest there: Soviet leader Nikita Khrushchev.

An Enemy of the People

Even without Washington’s help in isolating Cuba, Castro uses all available
tools to maintain his grip on power. At the center of Castro’s strategy to
unify his people behind the revolution is vilification of the great and fear-
some enemy, the United States. Through monopoly control of Cuban
media, Castro builds the image of a hostile, aggressive, immoral, and deter-
mined America that threatens Cuba’s “independence,” if not its survival.
And because Washington is ever ready to play the role assigned to it—
American sanctions help keep average Cubans relatively poor and under-
employed—El Comandante (as Castro likes to be called) effortlessly pushes
tensions up and down to suit the needs of the moment.

There have been U.S. presidents who sought to relax tensions with Cuba,
but Castro has always known he needs his American enemy to ensure that
the Cuban people will continue to defend the revolution. Castro has proven
many times he can upend any U.S. attempt to warm relations with tactics
designed to ratchet up bilateral hostility. As in North Korea, Iran, and other
regimes that rely on anti-Americanism to rally the population, Castro’s
rhetoric is never more toxic than when he feels Washington is paying atten-
tion to his regime. In 1980, when President Jimmy Carter offered asylum to
a few Cuban “boat people,” refugees trying to flee Cuba by sea, Castro
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launched the Mariel Boatlift, sending more than 100,000 Cubans, many of
them criminals and mental patients, out into the Florida Strait toward the
U.S. coast. In 1996, when President Bill Clinton began to talk of a thaw in
U.S.-Cuban relations, Cuban fighter jets shot down two private planes car-
rying Cuban-Americans, which had violated Cuban airspace to drop anti-
Castro leaflets over Havana. As a consequence, Clinton signed the
Helms-Burton Act, which tightened sanctions on Cuba. Castro then seized
the self-created opportunity to accuse Cuban dissenters of complicity with
U.S. aggression bent on destroying Cuba’s revolution.

The Money

As in other stable and closed states, Castro maintains virtual monopoly
control of wealth in his country. For many years, remittances from Cubans
living abroad to their relatives on the island have sustained both a few for-
tunate Cubans and the regime itself. In 2003, remittances reached an esti-
mated $900 million a year, nearly 3 percent of Cuba’s GDP. Because Cubans
can only spend their dollars in government-run stores, Castro’s regime is
the ultimate recipient of almost all those dollars, and Cuban-Americans di-
rectly undermine the economic sanctions they demand. As we’ll see simi-
larly in Saddam’s Iraq, Castro uses the sanctions and the remittances to
concentrate money in the hands of the very elite the policy intends to desta-
bilize.

In advance of the 2004 U.S. elections, President George W. Bush sought
to address the fact that remittances were enriching Castro’s treasury by lim-
iting the amount of money Cuban-Americans could send to the island. Be-
fore June 30, 2004, Cuban-Americans were allowed unrestricted annual
visits to Cuba of any duration to visit anyone in the traveler’s “extended
family” and could take up to $3,000 with them. They were also allowed to
send as much as $300 to anyone in Cuba. After June 30, 2004, Cuban-
Americans were limited to one two-week visit every three years and only to
members of the immediate family. Rather than $3,000, the traveler was al-
lowed to carry only $300.

Castro, seeking an opportunity to rally his people against the actions of
the United States, led demonstrations of more than a million people past
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the U.S. diplomatic mission in Havana. Not since the saga of Elidn
Gonziles*—who, along with his father, joined in the protest against the
tightening of sanctions—had Castro found such a ready-made opportunity
to strike the pose of defender of the poor against the inhumanity of the rich
and to deflect international criticism of his own refusal to allow political
and economic freedoms in Cuba.

Protest was not Castro’s only response to Bush’s new restrictions. From
November 8, 2004, Castro banned all use of U.S. dollars for commercial
transactions. Cubans were still allowed to possess dollars and to convert
them into Cuban pesos—for a 10 percent commission. The dollar had been
legal tender in Cuba since 1993, when the need for hard currency made the
regime’s access to dollars a necessity. While Castro was prepared to live
without dollar reserves for the time being, he knew he couldn’t dispense
with foreign currency altogether, and he encouraged Cubans to ask their
relatives abroad to convert their dollars to other currencies before transfer-
ring the money. Meanwhile, all the dollars Cubans had been hoarding
under their mattresses had to be passed on to the Cuban government in ex-
change for usable currency.

The decision allowed Castro to replenish the government’s dollar re-
serves just at the moment the Bush administration sought to squeeze the
regime; it also gave Castro more direct control of Cuba’s financial system.
Managing monetary policy in a system that uses two currencies is especially
complicated when the issuer of one of the currencies, the U.S. Treasury, ac-
tively looks for ways to undermine the regime. Castro may eventually need
the inflow of dollars from America again. But, for the moment, keeping out
dollars helps him maintain control of his people’s access to wealth and
makes the island’s monetary policy much simpler to manage.

Another means Castro has of controlling access to wealth—and the
threat it might pose his regime—is through restrictions on the indepen-
dence of Cuban business. With the tough times on the island that followed
the Soviet collapse, Castro believed he had to allow some experiments with

* Between November 1999 and June 2000, six-year-old Elidn Gonziles was the object of a
fierce custody and immigration battle between Cuban-Americans and the United States
government after a vessel carrying him from Cuba toward Florida sank and he was rescued
and brought to Miami. His mother drowned during the passage. In June 2000, Elidn was re-
turned to his father in Cuba, which angered Cuban-American relatives who had sought cus-
tody of the boy.
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small-scale entrepreneurship. As we’ll see in Chapter Six, China’s tremen-
dous economic growth began with the creation in the 1970s of “special eco-
nomic zones” in which entrepreneurs were given limited freedom to create
businesses. Aware of China’s success and desperate to grow out of the eco-
nomic hardship of what Cuban officials called the “special period,” Castro
decided in 1993 to allow limited freedom for Cubans to set up small busi-
nesses in 157 different categories.

While these experiments in free enterprise did reinvigorate the Cuban
economy, Castro remained intent on limiting their power to generate in-
come for those who might use the financial independence it provided to de-
mand greater political freedoms. Indeed, many of the signatures on the
Varela Project petition came from small-business owners with aspirations
of joining a potential Cuban middle class. The threat of a Varela Project is a
perfect illustration of why Castro keeps business owners on a tight rein.
“Socialism of the tropics” does not allow for the creation of a middle class.
Castro ensured that any merchant class that might emerge from his experi-
mentation would be stillborn by regulating small businesses almost to
death—and by taxing them heavily and in advance.

But it is not only Fidel Castro that undermines the ability of the Cuban
people to establish economic freedom; U.S. sanctions accomplish the same
thing. No one was hit harder by the new restrictions on remittances and vis-
its than the owners of Cuba’s fledgling family businesses. Those who operate
bed-and-breakfast houses or small restaurants were hit directly by the tight-
ening of money from America. Tourism is an important source of income
for millions of Cubans who would be hard-pressed to survive without it.

A feature that distinguishes Castro’s Cuba from other closed societies is
that tourism provides a badly needed source of income for the island.
North Korea doesn’t find its way onto cruise-ship itineraries, and tourists
weren't flocking to Saddam’s Iraq. But Cuba can bring in revenue by open-
ing itself, in a limited way, to tourism. Castro, like any dictator looking to
keep his country as closed as possible, would prefer to live without foreign
visitors to the island. In fact, he regularly disparages foreign tourists and
complains of the disease, drugs, and other impurities he says they bring
with them.

Yet, as much as Castro would prefer to live without tourists, Cuba needs
the hard currency to pay for vital resources once provided by Moscow and
to maintain its foreign reserves. Tourism brings Cuba about $3 billion a
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year, more than 40 percent of its hard currency. In fact, about 200,000
American tourists visited Cuba in 2001. Sixty percent of U.S. visitors were
Cuban-Americans,* and an estimated 20,000 Americans entered Cuba
through a third country, many in violation of U.S. law.t

U.S. sanctions have accomplished three things since they were first im-
posed more than forty years ago: they’ve strengthened Castro’s ability to
keep his country closed to the forces that might open it, they’ve punished
the Cuban people, and they’ve alienated governments that are usually
friendly to America but take exception when Washington sanctions one of
their companies for doing business in Cuba.

Dreaming of Oil

Since President Hugo Chévez was elected in 1998, Venezuela has become
Cuba’s primary petroleum supplier. Under an agreement signed in 2000,
Venezuela sends Cuba about 53,000 barrels a day of crude oil and refined
products, including gasoline, and diesel and jet fuel, all at preferential
prices. Chédvez, who considers Castro a revolutionary role model, has sur-
vived considerable instability in his own country—much to Castro’s relief.

Fidel Castro’s dream has always been to build Cuba into an economi-
cally self-sufficient socialist state. He believed that, were he not dependent
on the Soviet Union, China, or Venezuela for vital resources, he would be
virtually invulnerable to political instability. The need to find a sympathetic
oil-exporting state exposes his country to the political risks that come with
vulnerability to foreign pressure. The discovery of oil might also help pay
down the island’s $12 billion foreign debt. In short, Castro dreams of
Cuban oil.

Cuban oil may actually be discovered and brought to use in Cuba’s econ-
omy in the next several years. The Spanish oil giant Repsol YPF signed a
drilling contract with Castro in December 2000, authorizing the company
to drill in Cuban territorial waters in the Gulf of Mexico. Later Repsol in-
vested more than $50 million to drill an exploratory well in an area along
Cuba’s northern coast. A Repsol spokesman announced in July 2004 that,

* According to Cuba’s Office of National Statistics.
t According to the U.S.-Cuba Trade and Economic Council.
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although the quality and quantity of oil found beneath the first site was not
“commercially viable,” the drilling was “able to prove the presence of high-
quality reservoirs.” The company then promised to return to drilling in the
area within a year. Repsol hasn’t yet found what it’s looking for, but the size
of the company’s initial investment and its readiness to continue the search
suggest Repsol’s optimism isn’t just for show. On December 25, 2004, Cas-
tro announced that two Canadian energy companies had discovered esti-
mated reserves of 100 million barrels of oil in an area of the Gulf of Mexico
under Cuba’s control. Castro told Cuba’s state-controlled media that the
deposits were lower in sulfur than those from Cuba’s other oil fields. If true,
the Canadians may have discovered lighter-grade, higher-quality oil than
the limited quantities of heavy oil now produced in Cuba.*

The oil that foreign companies may find off Cuba won’t have a dramatic
impact on the global energy market, but it could be more than enough to
restructure the Cuban economy and its relationship with the United States.
First, if Cuba becomes a net exporter of oil, or at least energy self-sufficient,
Castro will no longer need nearly as many of those foreign tourists—and
the foreign influence they bring with them—to provide hard-currency re-
serves. Anything that allows Castro to deepen his people’s isolation, while
still having the cash to provide them with basic services and a strong social
safety net, keeps Cuba on the left side of the stability curve and strengthens
Castro’s grip on power.

Second, the oil might help Castro keep his promises of prosperity to the
Cuban people. Cuba has endured a decade of energy shortages and black-
outs. In 2004, the country produced around 80,000 barrels a day of very
heavy crude with a high sulphur content suitable only for limited genera-
tion of electricity. If expectations begin to rise that better times are on the
way, the Cuban people’s faith that the revolution can offer a better life might
rise too.

Third, energy independence would provide Castro a buffer against the
political troubles that befall his few loyal friends. Castro’s principal ally in
the region, Hugo Chavez, has survived coup attempts and a recall referen-
dum. Reducing Cuba’s energy dependence on politically volatile Venezuela
will only make Castro’s regime more stable. Fourth, paying off some of
Cuba’s debt and inviting foreign companies to help bring Cuban oil to mar-
ket would give Havana access to foreign capital and credit.

Finally, if Cuba is suddenly awash with oil revenue, Washington’s ability
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to maintain sanctions against the Cuban regime may collapse under the
weight of pressure from abroad—and from home. Given the tightness of
the world oil market, even America’s most reliable allies won’t hesitate be-
fore moving in to do oil business with Cuba. A number of energy multina-
tionals have privately indicated interest in exploration projects if the results
of Repsol’s drilling are favorable. In the rush to sign contracts with Castro,
only American companies will honor—and be limited by—sanctions
against Cuba. U.S. oil companies, unwilling to stand by and watch every-
body else cash in on the new find, will work to end the sanctions. They may
prove a more powerful lobby in Washington than even South Florida’s
Castro-loathing Cuban exiles.

Four decades ago, the United States pinned Cuba’s revolutionary regime
into a corner. But Washington has never been willing to step into that cor-
ner and dismantle Castro’s Caribbean revolution. Despite forty years of in-
ternational isolation—or, more aptly, because of it—Castro is now the
world’s longest-serving head of state. And if someone really does find oil in
Cuban waters, Castro’s revolution may do more than survive him: it might
finally step out of the corner.

In the longer term, however, the entrance of foreign oil companies into
Cuba and the end of U.S. sanctions might ultimately accomplish what the
sanctions could not: the undermining of Castro’s control of Cuba. If
Cubans go to work in the oil industry and living standards rise as a result,
there may be more Oswaldo Payas demanding political reform. The intro-
duction into Cuba of a large-scale oil industry could create a Cuban middle
class that demands the right to organize and to strike. Castro’s biggest
fear—like Kim’s and Saddam’s—is the potential power of his own people to
destabilize the police state from within.

Succession

After so many years of stability on the left side of the J curve, the ultimate
threat to the Cuban revolution may come from Castro’s advancing age and
failing health. There are countries on the left side of the curve that survive
leadership transitions without a crisis. Enver Hoxha’s Albania was able to
navigate political transitions. Power passed from Kim Il-Sung to Kim Jong-
Il, from Hafez al-Assad to Bashar al-Assad, and from Mao Tse-tung to Deng
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Xiaoping to Jiang Zemin to Hu Jintao without apparent strife. None of this
guarantees that Fidel Castro can bequeath his revolution to someone else.

Now that El Comandante has reached his eightieth birthday (in August
2006), two principal figures seem likely to seek the Cuban presidency, if not
exactly to replace Castro. The first is Carlos Lage, Cuba’s vice president and
the man thought to be the architect and chief defender of the modest eco-
nomic reforms of the 1990s. Lage, twenty-five years younger than Castro, is
barely old enough to remember prerevolutionary Cuba. The second possi-
ble successor is Fidel’s younger brother Raul. Already in his mid-seventies,
Raul fought alongside his older brother in the revolution and is Cuba’s de-
fense minister. Radl Castro is as responsible as anyone in the regime for the
“anticorruption” crackdowns that led to the arrest and imprisonment of
the seventy-eight dissidents in 2003. The choice between the two men
seems clear. Lage represents generational change in the aging leadership. He
has pursued policies that seem predicated on the idea that economic reform
and incremental steps toward greater public participation in government
are the future of Cuban socialism. Raul Castro best represents the old revo-
lutionary guard. His greatest skill is the protection of his brother’s police
state through tight control of dissent.

When Castro dies, Cuba will inevitably slide down the left side of the
J curve toward instability. The Cuban people may then have an opportunity
to choose between a candidate like Raul Castro, who would almost certainly
try to move the country back up the steep left side of the curve, or a man like
Carlos Lage, who might take measured steps toward the right.

The potential discovery of oil might well play a role in the succession.
The ability to earn revenue by exporting large amounts of oil raises the en-
tire ] curve and makes a power transition within a closed regime easier for
its subjects to accept. We’ll see that idea again when we turn to Iran, Russia,
and Saudi Arabia in the next chapter. It’s also easier for absolute dictators to
trust their blood relatives—as we’ll see in Saddam Hussein’s Iraq. Substan-
tial Cuban oil revenue will make it easier for Castro to pass control of the
revolution to his brother. Lage has earned considerable political capital
from the Cuban people by steering the island’s economy through tough
times with resourcefulness and discipline. But Lage is more a technocrat
than an ideologue. Castro would probably prefer to keep the revolutionary
succession in the family and to hand ultimate authority to a man who’s
made his reputation commanding the Cuban army. With the economy less
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reliant on Lage’s ingenuity and Castro under less pressure for reform, the
choice of Raul Castro becomes easier.

Yet, Castro seems loath to relinquish an ounce of his control to anybody.
Following a bad fall during a speech in October 2004 in which he reportedly
broke his left knee into eight pieces and suffered a hairline fracture of his
left arm, Castro quickly sought to address the fears—and perhaps hopes—
of his people that the time had come for him to relinquish at least some of
his authority. Castro let it be known through state-run media that he had
refused general anesthesia during a three-hour, fifteen-minute operation in
order to make cell-phone calls during the surgery on “numerous important
issues.” His chief of staff reportedly stood by in surgical scrubs. According
to a letter read on Cuban state television, Castro permitted himself to be
anesthetized only from the waist down during the procedure and never re-
linquished executive decision-making.

Perhaps the story is false and was intended only to convince his subjects
and potential rivals that El Comandante was fully in charge of himself and
his country. Or maybe the story is true and reveals Castro’s determination
to hold off the inevitable handover of control of Cuba. Either way, Fidel
Castro may not have confidence that his revolution will long survive him.

In the meantime, Washington should find ways to open Castro’s Cuba to
the influences of the outside world. U.S. lawmakers, if they are genuinely in-
terested in undermining, rather than simply attempting to punish, Fidel
Castro’s government, should ease and then drop sanctions. In the process,
the United States will be helping move Cuba from the left toward the right
side of the J curve. The beneficiaries of this policy will be Cubans who be-
lieve their future lies with men like Carlos Lage—or perhaps Oswaldo
Paya—who are committed to ending Cuba’s isolation and bringing lasting
prosperity to the Cuban people.

IRAQ UNDER SADDAM

If Cuba faces threats to its political stability when leadership is passed from
Castro to a successor, no country better illustrates the difficulty in peace-
fully transferring political power than Iraq. Under Saddam Hussein, Iraq
was, like North Korea and Cuba, a country whose stability largely depended
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on the health and physical safety of one man. In fact, there hasn’t been a
truly peaceful transfer of power in Iraq in nearly half a century.

Authoritarians like Kim Jong-1l, Fidel Castro, and Saddam Hussein do
not allow for the creation of the independent institutions on which peace-
ful political transitions depend. A country that is stable only because it is
closed will not remain stable for long if competing institutions create polit-
ical rivalries. In a closed society, elites are not subject to laws that peacefully
resolve the conflicts those rivalries create. In a consolidated authoritarian
state, the law is whatever the leader says it is.

The leaders of all three countries have tried to cement their authority by
persuading their people they were indispensable. Just as North Koreans are
asked to believe that the Great Leader is a genius and Cubans are told that
Castro is their last line of defense against American aggression, Saddam al-
ternately portrayed himself as a champion of Iraqi, pan-Arab, or Muslim
interests, depending on the needs of the moment, and as a strongman ever
ready to face down the world’s most powerful nation. Castro and Kim insist
their legitimacy derives from Marxist historical inevitability. Saddam
claimed to be the direct descendant of ancient Mesopotamian kings.

Like Castro, Kim I1-Sung, and Kim Jong-Il, Saddam Hussein often took
measures to ensure that those who didn’t love him had good reason to fear
him. In fact, Saddam used violence as a political tool more often than Cas-
tro or the Kims, because Saddam’s rule—and his country’s stable position
on the left side of the ] curve—faced a fundamental challenge the leaders of
Cuba and North Korea need not fear: religious, ethnic, and tribal fault lines
within the country. Saddam was the representative of a minority popula-
tion'within Iraq. In that sense, the precariousness of Saddam’s position had
more in common with the white rulers of South Africa than with the Com-
munist dictators of North Korea or Cuba. Saddam didn’t even have Com-
munist ideology to give his arbitrary rule a veneer of legitimacy.

There is, of course, one other important fact that separates Saddam
from Castro and Kim: he’s no longer in power. Saddam took few risks with
his personal security, but in the end, he repeatedly gambled on foreign pol-
icy and ignited wars that produced the shocks that pushed Iraq down the
curve toward instability. Saddam the gambler is in prison today because he
violated the cardinal rule leaders must respect if they are to manage their
country’s position on the left side of the J curve: If your country is built on
fault lines, don’t produce your own earthquakes. Saddam Hussein and



60 The J Curve

Iraq’s ] curve are the subjects of this section. The country’s current instabil-
ity and the political controversy surrounding the 2003 war and subsequent
occupation will be examined only as they relate to the period of Saddam’s
rule between 1990 and 2003.

Saddam is not an aberration in modern Iraqi history. He is the product
of a particular political culture in which a minority elite relied for decades
on conspiracy, tribal and family ties, and a monopoly on large-scale vio-
lence to maintain authoritarian control of an artificially created nation. To
understand Saddam’s methods and the relationship between stability and
state control in a country that faces a very different set of challenges from
those of North Korea or Cuba, it’s necessary to look briefly at Irag’s past.

Some History

Iraq’s fault lines are not new. Ottoman Turks consolidated their control of
the territory of present-day Iraq during the sixteenth and seventeenth cen-
turies. The land that is now Iraq was then divided into three provinces
formed around the cities of Basra, Baghdad, and Mosul. Following the col-
lapse of the Ottoman Empire during World War I, the provinces were com-
bined into a British protectorate without regard for the fault lines that
naturally divided them. After twelve years of British control, Iraq became a
sovereign constitutional monarchy in 1932. Because the British cartogra-
phers who created modern Iraq knew they had simply papered over the
area’s tribal, ethnic, and religious divisions, the British decided so inher-
ently unstable a place would not survive on the right side of the J curve,
where conflicts produced by competing institutions are peacefully resolved
by laws. Iraq, they believed, was not prepared for mature governance and
would have to be assigned a place on the left side of the curve, where con-
flicts are resolved by absolute rule. So Britain established the Hashemite
monarchy.

The Hashemite kings and the officials who served them developed and
extended the politics of patronage created by the Ottomans. They knew
which tribal leaders had the power to compromise any organized opposi-
tion, and spent freely to buy their favor and to create a network of depen-
dency on the monarchy. These patronage networks formed the structure on
which rule of Iraq has always been based. As we’ll see in Saudi Arabia, Rus-
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sia, and elsewhere, these networks are widely used tools for establishing and
maintaining political control in a left-side-of-the-curve state.

Despite the outside imposition of territorial unity, Iraq remained a
country profoundly divided along religious and ethnic lines. The center of
Kurdish influence was in the north of the country. Sunni Arabs controlled
the center. Shiite Arabs dominated the south.

While 90 percent of the world’s Muslims are Sunni, Shia form a majority
in Iraq: roughly 60 percent of Iraqis are Shia, Sunnis make up about 20 per-
cent, and Kurds account for 15 to 20 percent. Although Sunnis have always
been a minority population in Iraq, they have always held disproportionate
political power there—at least until the 2003 overthrow of Saddam—by
virtue of the prominence of their position within the Ottoman, and then
British, establishments. Ottoman Turks were naturally more closely allied
with Sunni Arabs than with Shia, and it was simply more efficient for the
British to leave in power the same Iraqi elite the Turks had favored. As a re-
sult, Iraq’s Sunni leadership has always looked on the disenfranchised ma-
jority Shia and the oft-rebellious Kurds with a mix of fear and contempt.

Since independence, the Iraqi state has been an instrument of domestic
political power for those who governed it. He who controlled the state de-
cided what sort of country Iraq would be and how Iraqi history should be
interpreted. The ruler personally controlled the state’s wealth, its army, and
its security forces. In this sense, Iraq has for decades been the object of a
“turf war” between competing tribes, clans, and cliques. In any state as
tightly controlled as Saddam’s Iraq, those in power do what they will; those
without power suffer what they must.

In independent Irag’s first decades, other political patterns were estab-
lished that would be repeated many times in later years. The military coups
and power plays that have punctuated modern Iraqi history reinforced a
culture of secrecy, conspiracy, and paranoia. Personal trust and loyalty,
more than any respect for national institutions or law, became the political
coin of the realm. The men who made Iraqi history, then and since, have
treated political power as a weapon to be wielded against personal enemies
and as a source of personal profit—rarely as a tool for serving the national
interest.
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Saddam’s Rise

Saddam Hussein was, without question, one of the most destructive, dan-
gerous, and vicious tyrants of the twentieth century. He was not, however,
an accident of history. His rule was built on conspiracy, brutality, patron-
age, military rule, and the use of exemplary violence to maintain political
control—his only means of dominating the vast majority of the popu-
lation.

As the Baath Party seized Iraq’s government in 1968, but before he
reached absolute power in 1979, Saddam helped his kinsman Hassan
al-Bakr consolidate Baathist rule. As head of internal security, Saddam used
the party militia to intimidate, arrest, and torture Communists, Nasserists,
dissident Baathists, and others who threatened al-Bakr’s rule or his own
plans for the future. If even the most remote threat to his route to power
(real or imagined) could be eliminated, Saddam eliminated it.

There was never a fully articulated Baath Party ideology in Iraq. For
Saddam and those around him, the Baath Party was an extension of their
personal power, an organized-crime syndicate that divided Iragis into
members of the gang and everybody else. The gang had an interest in pro-
moting the absolute authority of the leader, because the leader protected
the interests of the gang—the only Iraqis he could trust. Over time, the size
of the core group around Saddam dwindled further as the Iraqi dictator re-
fused to allow access to real power to almost anyone who wasn’t related to
him by blood. As in North Korea and Cuba, a consolidated authoritarian
state becomes identified thoroughly with one man: the Great Leader or El
Comandante.

Years before he assumed the role of Iraq’s absolute dictator, Saddam es-
tablished himself as the provider of the resources needed to service the con-
tacts, clients, protectors, and friends that extended an ever-wider web of
patronage through Iraq. The clans of Tikrit, Saddam’s birthplace, could be
expected to serve their kinsman because they knew they would benefit from
his rise to absolute power. Clan members could also rely on contacts in
other Sunni regions to defend their interests against the demands of Shia,
Kurds, and others.

Shia, in particular, threatened Saddam’s rise to power by their very exis-
tence as a majority. In 1970, two years after the Baath Party rose to power and
Saddam was named head of internal security, an exiled Iranian Shiite cleric,
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Ayatollah Ruhollah Khomeini, gave a series of lectures in the Iraqi Shiite-
dominated city of Najaf in which he called for the establishment of an Is-
lamic theocracy in Iran. That the target of the message was the Shah of Iran
(and not Saddam’s kinsman al-Bakr) is the only reason the Baath Party al-
lowed the lectures to take place. Yet, given that 60 percent of Iraqis are Shia,
the message threatened Sunnis like Saddam. There were, at the time, a num-
ber of Shia active within the Baath Party, drawn in by its pan-Arab and so-
cialist politics. But the Baath party Saddam intended to build would have no
ideology beyond subservience to his authority, and Shia were ultimately not
to be fully trusted.

Much as the Communist Chinese did following their 1949 revolution,
the new Iraqi government sought to buy the goodwill of its peasants with
land grants and subsidized food. The state had plenty of land to offer. In the
mid-1970s, about one-third of Irag’s cultivable territory was owned by 3
percent of the landowners.’ In fact, the state—and therefore the clan that
controlled the state—remained Iraq’s largest single landowner. As in any
closed state, the nation’s elite controls and distributes vital resources as it
chooses, creating a culture of near-total dependence on the regime. The
state confiscated land from those whose loyalty was not reliable and gave it
to those who could be counted on for support.

In 1972, the regime nationalized the Iraq Petroleum Company, taking
control of the one Iraqi resource that might generate significant wealth. The
market price of oil and the revenue it provided to producer states like Iraq
rose sharply in the mid-1970s. Between October 1973 and December 1975,
Iraq’s annual oil income rose 800 percent to nearly $8 billion. To establish
its political legitimacy beyond areas controlled by loyal clans, the Baathists
used some of that windfall to build hospitals, housing projects, and a mod-
est system of social security. But 40 percent of the revenue was spent on
arms. Around this time, Iraq stopped publishing data related to arms pur-
chases, and the publication of such statistics became a crime.®

The oil revenue was also spent on the patronage networks, deepening
the political and economic dependency of Iraqis on their government. By
the late 1970s, Saddam’s mastery of the state security apparatus and party
organizations made him the de facto Iraqi ruler. In 1977, Saddam took con-
trol of every aspect of Iraqi oil policy. Saddam decided the level of output
and controlled information about how much revenue it produced. He
began to transfer millions of dollars of revenue to private accounts over-
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seas, which he would later use to buy weaponry with which he believed he
could repel any challenge to his authority, foreign or domestic.” All that
stood between him and his ambition to rule Iraq was his kinsman and pa-
tron Hassan al-Bakr, a man Saddam knew he was well positioned to push
aside.

The Leader Necessity

In his recent book Saddam Hussein: The Politics of Revenge,® Said Aburish
describes a meeting in 1979—the year Saddam officially claimed absolute
power—that the dictator held with a Kurdish politician, Mahmoud Oth-
man. Saddam received Othman in a small office in one of his presidential
palaces. Othman noticed a small cot in the corner of the room. The presi-
dent welcomed him wearing a bathrobe, giving the impression he had slept
in his office. Next to the bed, Othman remembered, were “more than twelve
pairs of expensive shoes. And the rest of the office was nothing but a small
library of books about one man, Stalin. One could say he went to bed with
the Russian dictator.”®

Stalin would have recognized Saddam as an apt pupil. In the summer of
that same year, he announced that his security forces had uncovered a plot
to overthrow Irag’s government, involving the Baath Party’s own Revolu-
tionary Command Council (RCC). At a special session of the Baath Party
Congress, an RCC member was forced to publicly confess to involvement in
the fictional plot, supposedly masterminded by Syria. Saddam, seated on a
stage in front of the assembled Baathists, called out names chosen more or
less at random and demanded those named to stand. As each man stood to
hear his sentence, Saddam either denounced him as a traitor or thanked
him for helping uncover the plot and praised his loyalty. The denounced
were led forcibly from the hall and shot just beyond the doors of the audito-
rium—within earshot of the assembled party members. As the condemned
were led away, Saddam smoked a cigar and brushed away tears.

Because the plot was entirely fabricated, no one knew as he rose from his
seat if he were about to be praised or executed. The rising terror in the hall
exploded into shouts of allegiance to Saddam Hussein. Just as no man
wanted to be the first to stop clapping when Stalin finished a speech, no
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Baathist wanted to be the last to stand to pledge undying loyalty to Iraq’s ab-
solute dictator. Dozens of members of the regime were arrested and shot
that day. By the time a series of show trials and purges was complete, hun-
dreds of Baathists had been executed.

The son of a peasant and without a military background, the dictator’s
resourcefulness was immediately tested. To establish a power base for him-
self independent of al-Bakr, Saddam used the security services to establish a
network of personal obligation and domestic espionage. He had inherited
a huge state bureaucracy that, as in any state that seeks absolute control of
a divided country, placed emphasis on discipline, conformity, and surveil-
lance.

To surround himself with only those Iraqis he believed he could trust,
Saddam bestowed real power on a very small group. Most were blood rela-
tions. The rest were known as Ahl al-Thiqa, or “The Trustworthy,” Sunnis
unrelated to Saddam who had proven their loyalty during his rise to power.
The Ahl al-Thiqa became so closely identified with Saddam and his clan
that his power became both their cause and the source of their own safety
and enrichment. Yet, like Stalin, Saddam was wary of anyone he considered
a potential rival. He arrested and executed more than a few.

To cement his legitimacy in the eyes of ordinary Iraqis, state-controlled
media established a “national myth.” Saddam was its central figure. As Kim
Jong-Il was born on a sacred North Korean mountaintop under a rainbow,
Saddam cast himself as the direct lineal descendant of the pre-Islamic rulers
of Mesopotamia. After he declared war on Shiite Iran in 1980, Saddam as-
sumed a more Islamic identity to counter whatever appeal Iran’s revolu-
tionary army might have had for Iraq’s Arab Shia. Propaganda campaigns
now portrayed Saddam as a pan-Arab leader and the direct descendant of
the Prophet. In 1982, Saddam bestowed on himself the title of Al-Qaid
al-Durura, the “leader necessity,” creator of the Party’s “ideology.” He told
the mayors of Najaf, Karbala, and Misan in a 1987 speech that Baathist ide-
ology was whatever he decided it was."

To keep a country closed to outside influence, an authoritarian regime
must control its intellectuals. Just as the Khmer Rouge imprisoned or killed
Cambodians caught wearing eyeglasses, and as Stalin’s security apparatus
shipped thousands of artists and intellectuals to the gulag archipelago, Sad-
dam forced hundreds of thousands of professionals, artists, and writers into
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exile between 1979 and 1985. As a result, one of Irag’s greatest challenges in
the post-Saddam period of reconstruction will be to build a new society
without some of Irag’s finest minds.

Many of those that Saddam did not kill or drive from Iraq became, over
time, a client base with a direct stake in his survival. While Sunnis from
the clans of the center and west of the country dominated the highest posi-
tions of government, military, and security police, Saddam ensured that
representatives of Shiite and Kurdish communities held symbolically im-
portant positions within the government bureaucracy that allowed them
access to the regime’s patronage networks, if not to real political influence.
Saddam understood he could not completely bankrupt any Iraqi group that
might undermine the country’s stability. But at the same time, he elimi-
nated direct threats to his absolute control by exploiting Iraq’s divisions.
When Kurdish loyalties were divided in the early 1980s between attempts to
court Iranian help against Saddam and loyalty to Baghdad, Saddam prof-
ited from the division by extending his patronage to some Kurdish leaders
and not others. Pitted against one another, Kurdish leaders attacked each
other instead of coordinating resistance to Saddam’s influence in their
tribal lands.

When Kurds rose against the regime in the late 1980s and tried, for in-
stance, to seize oilfields in northern Iraq, Saddam ordered the use of exem-
plary violence against Kurdish civilians, just as the head of Syria’s Baath
Party, Hafez Assad, had flattened the Syrian city of Hama in 1982 to crush
one rebellion and discourage others. In 1988, determined to assert absolute
control over the Kurdish areas in the north, Saddam called on Ali Hassan
al-Majid (better known in the West as “Chemical Ali”) to begin a campaign
of violence against Kurds. During Al Anfal, or the “Spoils of War,” villages
were razed; inhabitants slaughtered; men, women, and children gassed. On
one March day in 1988, chemical weapons killed an estimated 4,000 people
in the Kurdish town of Halabja."

More dangerous for Saddam than Kurdish resistance in the north, Iran’s
new revolutionary government began in 1980 to encourage Iraqs Shia
through Shiite Islamist groups within Iraq to rise against Saddam in the
south and in the Shiite ghettos of Baghdad itself. Shiite insurrectionists re-
sponded to mass arrests and executions with an attempt on the life of
Saddam’s deputy prime minister and confidante, Tariq Aziz. Saddam retal-
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iated by arresting Iraq’s highest-ranking Shiite cleric and began exiling Iraqi
Shia in large numbers. Shiite land was confiscated. The executions and exile
of so many senior Shiite figures left an alternative, more servile Shiite hier-
archy, whose loyalty would soon be put to the test when Iraq went to war
with Iran.

The War with Iran

In 1980, fearing that Iran might persuade and help Iraq’s majority Shia to
destabilize Iraq, Saddam declared war on Iran. In doing so, he knew he en-
joyed the support of the leaders of both the United States and the Soviet
Union, who feared the spread of radical Islam more than they worried that
Saddam might prove a brutal dictator. Saddam also knew his effort would
have the approval of the Sunni-dominated Gulf States, threatened by Iran’s
stated intent to export a Shiite revolution to the Arab world.

Saddam’s decision to go to war was a mistake. In 1980, Tehran appeared
divided, isolated, and weak. Saddam believed the war would be glorious
and brief, that a source of instability among Iraqi Shia would be eliminated,
and that he could extract profitable concessions from his defeated enemy.
He hoped Iraq’s show of force would lift its prestige and its army to a posi-
tion of leadership in the Arab world. Instead, the war revealed the incompe-
tence of the Iraqi military and of Saddam as its commander. Just as Stalin’s
insistence on giving orders to capable Soviet military leaders nearly cost the
Soviets the war with Hitler, so Saddam’s failures as a battlefield strategist
cost Iraq tens of thousands of lives. The war rallied Iranians to their revolu-
tion and forced Saddam to hide huge battlefield losses from the Iraqi
people.

The Iran-Iraq war settled into a grim stalemate. To build Arab support
for his government and to punish Iraqi Shia for perceived disloyalty, the
Iraqgi government paid non-Shiite Iraqi men to divorce their Shiite wives.
The regime then brought the Iraqi Shiite hierarchy under even tighter con-
trol. It monitored sermons, took control of Shiite mosques, and made all
Shiite ulama, or religious authorities, employees of the Iraqi state."

In 1988, after eight years of war, Iraq and Iran were forced to recognize
that the conflict could not continue. Both sides declared victory and signed
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an armistice. The human and economic costs of the war diminished
Saddam’s status as Irag’s “necessity,” left 150,000 Iraqis dead, 70,000 in cap-
tivity in Iran, and Iraq $80 billion in debt. Irag’s creditors became more as-
sertive in demanding repayment, and a steep drop in oil prices left Irag’s
petroleum revenue at half its 1980 level.” If increased oil revenue raises the
entire ] curve to higher levels of stability, empty coffers lower the entire
curve and make it necessary for a dictator to stamp out any threats to inter-
nal stability. (See figure below.)

Saddam was no ordinary dictator; he left nothing to chance when it
came to domestic repression. But the disastrous war with Iran did nothing
to diminish Saddam’s compulsion to gamble on foreign policy. What does a
risk-taking dictator do to pay off a huge war debt and to reassert himself as
a necessary leader? If he’s Saddam Hussein, he starts another war.

ALTTIAVLS

OPENNESS

Shifts of the Entire J Curve: If increased oil revenues raise the entire J curve to higher levels
of stability, empty coffers lower the curve and make it necessary for an authoritarian govern-
ment to quell threats to internal stability.
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The Mother of All Miscalculations

Damage to Iraq’s oil infrastructure left the regime with little revenue to pay
its debt or to service the patronage networks fundamental to Iraqi stability.
To reestablish his hold on Irag’s security and armed forces, Saddam at-
tacked his military elite with the same basic strategy of “divide and con-
quer” with which he so often assaulted Iraq’s Shia and Kurds. Some Iraqi
officers were promoted; others were demoted. Still others were arrested.
Several of the more popular met with unexplained accidents. In the
process, Saddam destroyed enough of the officer corps’ institutional mem-
ory to head off near-term challenges to his authority.

Just as financial hardship forced Castro to open his economy to limited
reform, now Saddam relaxed price controls, encouraged limited entrepre-
neurial activity, and privatized state-owned factories. Saddam’s intimates
profited mightily from much of the new economic activity, but the inflation
some of these measures produced forced the reimposition of state control
and a concerted move further up the left side of the J curve. Austerity mea-
sures also backfired. The demobilization of thousands of Iraqi soldiers
added to the unemployment problem, and the orders were rescinded."

Even if the new market activity had produced sustained economic
growth, it could not solve the underlying problems facing an unstable econ-
omy. It was the debt problem that led Saddam to call for help from two of
his neighbors: Saudi Arabia and Kuwait. Saddam asked those countries to
lead OPEC in cuts in oil output to raise global oil prices. He also asked them
to write off the wartime financial support they had given him and to con-
tribute more money to Iraqi reconstruction. The royal families of Saudi
Arabia and Kuwait refused.

Saddam and his small core of advisors then developed a strategy essen-
tially to take Kuwait hostage. A successful invasion of Kuwait would help
Saddam regain the stature at home and abroad he had lost in the war with
Iran. It would either force the payment of a ransom or would allow Saddam
access to the Kuwaiti oil that would finance the Iraqi debt, revive the econ-
omy, and refill the coffers of his patronage network. It would demonstrate
to other Gulf States that when Saddam asked for a change in OPEC policy,
he should get it. It mattered little if Iraq eventually annexed Kuwait, set up a
puppet government there, or sold it for ransom. Any of those scenarios
would bail Saddam out and tighten his hold on a divided and stricken Iraq.
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When the Gulf States made clear they would not bow to his threats, Sad-
dam, on August 2, 1990, launched the mother of all miscalculations. A
leader that spent so much time, energy, and resources pushing Iraq up the
left side of the ] curve decided to risk the stability he had created on another
foreign-policy gambit. Again rolling the dice, he invaded a neighboring
country. But while much of the outside world had supported his war on
Iran, the Arab League and the United Nations condemned the invasion of
Kuwait. Iraqi assets were frozen. Irag’s oil export pipelines through Turkey
and Saudi Arabia were cut off, and the UN Security Council imposed an
economic and trade embargo. Worse still, the United States quickly called
for Iraq’s unconditional withdrawal. After assembling a broad coalition of
committed countries, President George H. W. Bush ordered an airlift that
would put 500,000 troops on Saudi soil. The coalition of U.S. and allied
forces quickly defeated Saddam’s troops.

Iraq Pays the Price

A nation’s stability is based on two factors: the capacity of the state to with-
stand the effects of shocks, and the ability to avoid producing them.
Saddam’s Iraq was always less stable than Cuba and even North Korea, be-
cause its internal ethnic and religious divisions undermined the consolida-
tion of federal authority in the country, and because Saddam created his
own shocks. Iraq’s dictator had misjudged the reaction of the international
community. Castro in the 1970s dispatched Cuban troops to Cold War bat-
tlefields such as Angola. North Korea has saber-rattled nearly every day for
half a century. Neither has ever taken the risks Saddam took in starting a
war he could not win. Iraq’s neighbors and all who value stability in the Per-
sian Gulf region began to view Saddam’s tendency to create instability as a
risk they could no longer afford.

If the Iraqi dictator was ill prepared for the external political shock he
provoked from the international community, he was well prepared as usual
to withstand internal challenges. Relying on the cousins, half-brothers, and
brothers-in-law that made up the oligarchy at the core of his leadership,
Saddam began a defensive campaign of domestic repression.

In March 1991, thousands of Shia rose in revolt. Army deserters and oth-
ers seized control of several southern towns, but the rebellion was as leader-
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less as it was spontaneous. Many Shiite leaders, still on the payrolls of
Saddam’s patronage network, waited to see who would win the struggle.
Others collaborated with his security troops. Many of Saddam’s elite
Republican Guard divisions, held back from Kuwait to protect the regime
from internal attack, routed Shiite rebels and sent tens of thousands
of refugees flooding into Saudi Arabia and Iran. Thousands were killed.
Thousands more were sent to Iraq’s infamous prisons to languish for years.

Kurdish forces in the north rose up. Unlike those who benefited from
Saddam’s patronage in the Shiite areas, even the Kurds who were on his pay-
roll joined the fight against Saddam’s troops. Kurdish fighters seized the
oil-rich town of Kirkuk, but once the Shia were defeated in the south, Repub-
lican Guard units turned their attention north. Fearing a repeat of the chem-
ical attacks of Al Anfal, more than a million Kurds fled into Iran and Turkey.

The Shiite and Kurdish rebellions crushed, Saddam returned to the ex-
ploitation of Irag’s divisions. His task was made simpler by the U.S. imposi-
tion of “no-fly zones” in the northern and southern thirds of the country.
Intended to protect Kurds and Shia from further attack, the move also
served to protect Saddam from his most rebellious citizens. The no-fly
zones allowed him to devote all his security forces to the control of Sunni
central Irag, the area already most sympathetic to his regime. This was only
the first of many international attempts to weaken and isolate Saddam.
Failure to understand Iraq’s divisions instead enabled his survival.

Sanctions

After Iraq’s retreat from Kuwait, a consensus developed on the UN Security
Council that Saddam should never again be allowed to threaten his neigh-
bors. Punitive sanctions, harsher and more widely supported than anything
ever imposed on Iran or Cuba, were established. Sanctions were to be lifted
only when any nuclear, chemical, and biological weapons or material and
long-range surface-to-surface missiles were destroyed and all other re-
quirements of UN resolutions were met. The first UNSCOM (United Na-
tions Special Commission on Disarmament) inspection teams began work
inside Iraq in May 1991, and quickly discovered that Iraq had successfully
developed a considerable stockpile of chemical and biological weapons and
was closer than most believed to the development of a nuclear device.
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If the war with Iran left Iraq in dire straits, the invasion of Kuwait and
the war that followed devastated the country. Six weeks of coalition bomb-
ing in 1991 had destroyed more of Iraq’s infrastructure than eight years of
war with Iran. Electricity and water-purification systems went unrepaired.
Fertilizer supplies were exhausted. Worn-out agricultural machinery could
not be replaced. The resulting shortages generated levels of malnutrition,
disease, and infant mortality not seen in Iraq since the early 1950s." Sanc-
tions made the conditions worse.

Saddam skillfully portrayed the sanctions as a brutal American and UN
assault on Iraqi dignity. In 1992, hoping to lighten the burden on Iraqi civil-
ians, the UN offered to allow Iraq to sell $1.6 billion worth of oil to purchase
food and medicine. Saddam refused because the offer included a proviso
that the UN would administer the funds, and that 30 percent of the pro-
ceeds would go toward war reparations to Kuwait. He knew his control of
the funds was critical to maintaining internal repression. Only in 1996 did
the Iraqi regime agree to the so-called Oil-for-Food Program, an agreement
that allowed Iraq to sell $2 billion in oil every six months for the purchase of
supplies to alleviate the hardship to the Iragi population. That amount was
later increased to $5.52 billion in 1998 and to $8.3 billion in 1999.” Cru-
cially, Saddam was given control of the resulting revenue.

Saddam used that opportunity to again become an oil producer and to
use the proceeds to purchase consumer goods from supportive countries in
order to divide international opinion on Iraq’s treatment. He courted
France and Russia, to whom his government still owed considerable sums,
to push the Security Council to allow him to sell more and more oil. How-
ever, Saddam had good reason to avoid a rush toward a lifting of sanctions.
As long as sanctions were in place, he controlled virtually all revenue com-
ing into the country. None of that income was available to his domestic en-
emies.

Beating the System

At the end of the 2003 war, U.S. investigators found no weapons of mass de-
struction, the primary public justification for the invasion. They did find
Iraqgi government documents containing evidence of an elaborate scheme
by which Saddam used the Oil-for-Food Program to earn illicit revenue.
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According to a report published by the CIA’s Iraq Survey Group, Saddam
earned as much as $2 billion between 1996 and 2003 through kickbacks
from the program and the sale of secret “oil vouchers” to reward foreign
companies and individuals that helped Iraq undermine sanctions.”

The subversion of the Oil-for-Food Program illustrates how U.S. and
UN policy helped Saddam to tighten his hold on power and keep Iraq high
up the left side of the ] curve. The no-fly zones created a buffer between the
regime and the Shiite- and Kurdish-dominated areas of the country. Virtu-
ally all Iraqg’s oil fields are located in those regions. The sanctions ensured
that Saddam received and controlled all the revenue produced in the Kurd-
ish- and Shiite-dominated areas. The no-fly zones guaranteed that he faced
none of the threats the Shia and Kurds posed for his regime.

Saddam also used the income he controlled to shield his loyal followers
from the sanctions’ worst effects and to deprive those whose loyalty re-
mained open to question. In the process, he gave Iraqis good reason to sup-
port his rule and disincentives to challenge him. Those whom Saddam
shielded from sanctions, the so-called Umana Saddam (Saddam’s Faithful),
were not always relatives of Saddam or even Sunnis. Some were Shiite or
Kurdish tribal leaders strategically chosen to co-opt resistance to central
authority. Sanctions also made Iraq the object of international sympathy as
Saddam allowed children and the elderly to die of hunger and disease.

Saddam kept control of the security forces within his family—the group
he mistrusted least. Yet, despite his precautions, Saddam narrowly avoided
several attempts at assassination. While he usually considered it safer to rely
on kinsmen and allies of long standing, Saddam often used competing
clans within the security services to spy on his closest associates and to add
layers of redundancy to the protection of his personal safety. A state whose
survival depends on the health of one man is only as stable as its internal se-
curity arrangements. The last line of defense of Iraq’s national security was
thus provided by metal detectors, which ensured that when Saddam and his
closest aides held a meeting, the Iraqi leader was the only man in the room
with a weapon.”

Another necessary element in the stability of a regime dependent on the
life of one person is the ruthless use of revenge. In 1995, family rivalries led
Saddam’s sons-in-law, Hussein Kamil and his brother Saddam Kamil, to
flee with his daughters to Jordan. Safely beyond Saddam’s reach, Hussein
Kamil, a former minister of industry and military production during the
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Iran-Iraq War, revealed details about the weapons programs Saddam had
developed in the 1980s.

Discovering they were deeply unpopular with other Iraqi exiles and un-
happy with their reception in Jordan, the brothers accepted Saddam’s invi-
tation to return to Iraq in exchange for a presidential pardon. Saddam
promised the men’s father he would not harm them, and the brothers ar-
rived home in February 1996. On arrival, they, their father, and other close
family members were executed.* The brothers were airbrushed out of offi-
cial family photographs.

By 1999, recognizing that sanctions did not undercut Iraqi military
strength enough to leave Saddam at the mercy of his enemies, the United
States adopted a new strategy to bring Saddam into compliance with UN
resolutions. On December 17, 1999, the Security Council adopted Resolu-
tion 1284, which replaced UNSCOM with UNMOVIC, the United Nations
Monitoring, Verification, and Inspection Commission. The intent was to
reestablish effective weapons inspections in Iraq by offering Saddam a way
out of sanctions. But, because sanctions served Saddam’s purposes, and be-
cause Russia, France, and China encouraged Iraqi intransigence by abstain-
ing on the resolution, UNMOVIC was doomed to failure. Iraq rejected the
resolution and refused to allow the return of international inspectors. Fur-
ther demonstrating his determination that the sanctions regime be main-
tained, Saddam also ordered stepped-up Iraqi attacks on U.S. and British
planes patrolling the no-fly zones.

Meanwhile, the 2000 U.S. presidential election campaign was in full
swing. Republican candidate George W. Bush criticized the Clinton ad-
ministration’s ineffectiveness in bringing Saddam to heel. When Bush was
elected in November 2000, he brought with him to power many veterans of
his father’s administration who had worked to evict Saddam from Kuwait
in 1991, and some who regretted not toppling his regime at the time. Fol-
lowing the terrorist attacks of September 11, the White House concluded
that Saddam’s risk-taking foreign policy was too destabilizing for a critical
oil-exporting region and for what Bush believed was a key battleground in
the new War on Terror. In March 2003, Saddam’s dictatorship was brought
to a violent end.

* Saddam’s daughters have remained loyal to their father.
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Policy Failure

When the Gulf War came to an end in 1991, international inspectors had
pronounced themselves shocked to discover that Saddam’s regime had
managed to build and maintain considerable stockpiles of chemical and bi-
ological weapons. They should not have been surprised. Saddam had used
these weapons during the Iran-Iraq War and on Iraqi Kurds, and he clearly
believed he had good reason to protect them. Inspectors also discovered
that Iraq had made substantial progress toward the development of a nu-
clear-weapons program.

Former President George H. W. Bush has said several times over the
years that he gave virtually no consideration in 1991 to toppling Saddam’s
government by force. He concluded that such a move would shatter the in-
ternational coalition he had constructed, force a lengthy U.S. occupation of
an Arab country, and produce unforeseen consequences in the region. He
and most of his advisors believed that the imposition of harsh sanctions
would fatally weaken Saddam’s hold on power and accomplish the hoped-
for regime change without further U.S. casualties or a costly occupation.

Yet, sanctions failed to destabilize Saddam’s government, because they
made it considerably easier for Saddam to control his country’s resources
and brought some patriotic unity to Iraq’s beleaguered people. Like Stalin
and Kim Jong-Il, Saddam cared nothing for human rights. His willingness
to starve his own people provided him with political opportunities to ex-
ploit Irag’s suffering at the expense of his international enemies. The no-fly
zones, which were intended to protect Iraq’s Kurds and Shia from Saddam,
also accomplished the reverse. In sum, Saddam survived as long as he did in
large measure because U.S. and UN policy throughout the 1990s helped
Saddam minimize the susceptibility of his regime to internal shocks by ig-
noring evidence of how stability and instability are actually created. Iraq is
now at the bottom of the J curve because the United States ignored the dan-
ger that the artificially created country would fragment and descend into
chaos.

It is now clear, in the war’s aftermath, that Saddam no longer possessed
an arsenal of weapons of mass destruction in 2003. Some credit the sanc-
tions with depriving Saddam of the resources necessary to build and main-
tain a dangerous arsenal. Perhaps they’re right. But by the time George W.
Bush arrived in the White House in January 2001, Saddam’s ability to sub-
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vert sanctions, his propensity for confrontation and risk, and a growing in-
ternational consensus that sanctions were not working led the new presi-
dent to feel that the United States could no longer accept what he believed
was an eroding status quo.

The 2003 war in Iraq revealed, once again, the brittleness of Saddam’s
regime. If there were an external intervention into Cuba, Iran, or even Saudi
Arabia, regime loyalists and ordinary citizens would almost certainly fight
to defend their country. Not so in Iraq, where at the first opportunity, forces
“loyal” to Saddam blended back into the population. The United States won
a quick military victory, and Saddam’s brutal regime passed into history.

Much of the international community believes there was little reason for
the United States to go to war. Had international inspectors been given
more time to work in Irag—assuming Saddam’s regime would have coop-
erated with them—the war might have proven unnecessary. Indeed, before
the United States chose to push Iraq down the left side of the J curve by
force, George W. Bush could have heeded the advice of those who warned
that a lengthy U.S. occupation would produce unforeseen consequences,
destabilize the region, and, in the post-9/11 world, create opportunities for
Islamic radicals to attack U.S. troops at close range. Both the president’s ra-
tionale for going to war and the planning for operations designed to stabi-
lize and rebuild Iraq have justly been criticized. Better preparation for all
these problems could and should have been made. Instead, the quick Amer-
ican-led military victory has come at considerable and far-reaching cost.

But these critiques miss the heart of the failed American policy on Iraq:
U.S. policymakers should never have had to choose between the best of
three bad options: counterproductive sanctions, capitulation, and a costly
war that left U.S. troops to play a principal role in rebuilding Irag’s stability.
The lesson of the ] curve is that a process of creating opportunities for ordi-
nary Iraqis to profit from access to the resources of the outside world would
have destabilized Saddam at less cost to both the Iraqi people and to the
United States. To be fair, it is not realistic to believe that George H. W. Bush
or Bill Clinton could have made an effective political case for punishing
Saddam by extending Iraq an invitation to join the World Trade Organiza-
tion. Nonetheless, policies that provided resources and created opportuni-
ties for Iraqis to interact as fully as possible with the outside world and with
one another might have forced Saddam to contend with pressures for
change from within Iraq. U.S. policies designed to isolate North Korea and



The Far Left Side of the ] Curve 77

Cuba have led inevitably to the same false choice: capitulation or costly
confrontation.

After a dozen years of international sanctions and the war that brought
Saddam’s regime to a bitter close, Iraq is now at the bottom of the J curve—
and will struggle to even survive as a unified entity. By misunderstanding
the nature of Iraq’s profound divisions, U.S. policy has compromised Iraq’s
ability to recover. If the country is to remain in one piece, it can only begin
an ascent up the right side of the curve if and when the fledgling Iraqi gov-
ernment no longer needs foreign troops to protect its internal stability and
can build an entirely new Iraqi identity. It is far from clear that the United
States and the international community still have the political will to help
the new Iraq reach that point. It may also be impossible for the country’s
bitterly divided factions to sufficiently reconcile their differences to con-
struct a new Iraq.

But if the architects of U.S. and UN policy ignored the J curve’s power to
explain why sanctions helped him stabilize his dictatorship, the Iraqi dicta-
tor ignored the J curve’s lessons as well. Saddam himself helped produce the
external shocks that ultimately brought his regime to an end.






CHAPTER THREE

The Slide Toward Instability

It is dangerous to be right when the government
is wrong.
—VOLTAIRE

Iran, Saudi Arabia, and Russia are three of the most complex and poten-
tially unstable countries in the world. Like North Korea, Cuba, and Iraq,
they can be found on the left side of the J curve. But Iran, Saudi Arabia, and
Russia are more open to the outside world than the states in the last chapter
and are, therefore, prone to frequent moves in both directions along
the curve—up the slope toward consolidated authoritarianism and down
toward potential chaos. This volatility and the enormous importance of
these states for global politics and markets make the stakes for the futures of
these countries particularly high.

Policies designed to help move these states through instability to the
right side of the curve, to produce greater political and economic openness,
and to bring these closed states into harmony with the crosscurrents of
globalization, should not be pursued with complacency. As an authoritar-
ian regime slides toward the dip in the J curve and risks total collapse, the
international community can find ways to bolster its stability in the short
term, which is particularly important if there is no promising political al-
ternative to the ruling elite ready to establish stable governance on a foun-
dation of popular legitimacy. Closed regimes work hard to eliminate any
such political alternatives. To that end, elites in Russia and Iran have manip-
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ulated national elections. Saudi Arabia doesn’t need to. It has yet to hold na-
tional elections.

In Iran, there are well-organized reform forces more or less ready to in-
herit a failed state from the ruling conservatives. In Saudi Arabia, there are
not yet any such viable alternatives to the kingdom’s royal family. Openness
and democratization are virtues in mature and stable societies. But the ab-
sence of an authority capable of ensuring baseline political and social sta-
bility requires that policies designed to open Saudi Arabia recognize the
necessity for short-term compromises on political reform—even as inter-
national policymakers continue to develop ideas to encourage long-term
democratization there.

In a state like Saudi Arabia, it need not be hypocritical to talk up democ-
ratization while working to manage the pace at which it occurs. A short-term
strategy to protect stability in the world’s largest oil-exporting state is prefer-
able to slavish adherence to a principle that might unleash large-scale vio-
lence and chaos. That said, the need for caution doesn’t justify the indefinite
postponement of all meaningful reform. Policies intended to help shepherd
the Saudis toward a more open society and a better-diversified, modern
economy can help create the alternative to absolute monarchy on which
Saudi Arabia’s future openness and stability will depend.

It’s fine to say that a nation more politically, economically, and socially
open to foreign markets and ideas will be freer, more prosperous, and, in
the long run, more stable than a closed nation. Yes, open is better than
closed. But, if pressure for change is not released incrementally and with
care—for instance, if free and fair national elections were held tomorrow in
Pakistan, Egypt, or Uzbekistan—much of the rest of the world would not
like the result.

The problem is not hypothetical. Consider the Algerian elections of
1991 and the Western response to the outcome. Believing that an Islamist
party with a violent military wing, the Islamic Salvation Front, was about to
win an overwhelming election victory, Algeria’s army, with support from
France and the United States, canceled the vote. Islamists then went to war
with Algeria’s government security forces, and 150,000 Algerians were
killed in the ensuing near-decade-long conflict. The West has since become
more guarded in its support for democratic elections in Algeria and a host
of other states ill prepared for a mature renegotiation of power between the
government and the governed.
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Unfortunately, the rulers of most closed states have little incentive to
begin preparing their societies for mature governance in the first place.
Arab regimes, in particular, have made it difficult to establish a viable polit-
ical alternative to the ruling elite. Often, only religious leaders are allowed to
speak directly and without obstruction to the general public. Arab leaders
have discovered they can quash opposition political movements far more
easily than they can control the content of sermons.' In states like Egypt, Al-
geria, and Tunisia, religious authorities, many of them politically radical,
offer the only outlets for antiestablishment anger these governments are
prepared to tolerate. The case of the Muslim Brotherhood in Egypt makes
the point: while the group itself is banned as a terrorist organization by the
Egyptian government,* 88 of its members have used the vocal support of
fundamentalist clerics to win seats in the 454-seat Egyptian parliament.
Those 88 seats make the outlawed Muslim Brotherhood the largest unified
opposition force in Egyptian politics. Were Egypt to hold truly free elec-
tions, only the Muslim Brotherhood would have the capacity to organize a
viable electoral alternative to the government. They, and similar Islamist
organizations in other Arab states, would surely win a fair vote, just as fun-
damentalist Wahhabis dominated Saudi Arabia’s 2005 municipal elections,
and just as the Islamic Salvation Front would have won the aborted election
in Algeria.

Outside actors like the United States and the European Union don’t have
much influence inside Muslim states. But the United States, the European
Union, and others can still help responsible agents for change in the Mus-
lim world. The international community can materially and politically sup-
port a new generation of Arab leaders who want far-reaching reform of
their societies, reform that won’t create chaos before its energy can be har-
nessed for constructive purpose. U.S. policy toward Arab states has too
often been predicated on a false choice: coercion or conversation, demands
or diplomacy, all with only the existing authoritarian leadership in mind.
Too little effort has been made to look beyond ruling elites toward others
who seek peaceful change and greater openness.

Those who believe, for example, that only the threat (or the reality) of
military action can create pressure for reform are dangerously shortsighted.

* The United States government does not classify the Muslim Brotherhood as a terrorist or-
ganization.
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But those who believe that committed diplomats can always find the right
combination of incentives to modify any tyrant’s behavior are mistaken as
well. Durable reform movements, like Solidarity in Poland* or Charter 77
in then Czechoslovakia,t were homegrown. Soviet-era governments were
not open to meaningful negotiation with the West. But support for Solidar-
ity and Charter 77 made a lasting difference in undermining Warsaw Pact
governments.

Providing independent groups within closed states with the resources
they need to speak directly to potential supporters—to offer their citizens
an alternative to both the authoritarian regime and to dangerous radicals—
is a wise investment in the stable and progressive futures of these countries.
Just as U.S. policymakers have usually been too preoccupied with punish-
ing Fidel Castro to help empower Cuban dissidents, Washington has virtu-
ally ignored would-be Arab reformers in favor of cajoling their rulers to
undertake reforms they know will undermine their regimes.

In the Muslim world in particular, there is, of course, the problem of
the “poisoned messenger.” Direct American or European public support
for an opposition movement within a Muslim state may discredit that
group in the eyes of a public suspicious of foreign intentions. But the sup-
port need not be public or direct. U.S. and European aid for nascent reform
movements can be woven into policies toward the states in which these
groups operate. Greater U.S. support for Iranian exile groups that mobilize
and coordinate internal resistance to clerical rule is one example.{ Inter-
national support for free and fair regional elections in Saudi Arabia is an-
other.

In fact, there are many different kinds of outside influence—not all of
them the result of government policy—that undermine a closed regime’s
ability to control and isolate its people, particularly in left-side-of-the-

* The Soviet bloc’s first independent trade union.

T Charter 77 was a petition calling on Czechoslovakia’s Communist authorities to respect
the international human rights agreements they had signed. It was drafted in secret in the
fall of 1976, initially signed in Prague by 243 Czechoslovak citizens, mainly dissidents, and
released to foreign journalists in January 1977. http://plato.acadiau.ca/courses/pols/grieve/
3593/Czech/Charter77.html.

1 In 2006, the U.S. government announced plans to spend $75 million to promote democ-
racy in Iran by supporting nongovernmental organizations and expanding broadcasting of
Voice of America into the country twenty-four hours a day. Congress later cut $19 million.
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curve states that are partially open to such influences. Foreign direct invest-
ment gives foreign firms and governments a stake in the direction of the
closed state’s development and local actors a stake in deepening commer-
cial relationships. That’s why the Russian government is wary of foreign in-
vestment in the nation’s oil industry and why Iran restricts the access of
foreign companies to the country’s telecom market. A people’s access to in-
ternational media, particularly when that media airs criticism of the ruling
elite the citizenry might not otherwise hear, diminishes a closed regime’s
domestic legitimacy. That’s why the Saudi government publicly reaffirmed
in September 2004 that state employees who spoke to foreign media would
be prosecuted. An active diaspora population can help change an oppressed
people’s notions of what they have a right to expect from their rulers. That’s
why National Iranian Television, produced by Iranian expatriates in Los
Angeles, broadcasts antigovernment messages toward Tehran.

Iran, Saudi Arabia, and Russia are far more open to the forces of global
change than are North Korea, Cuba, or Saddam’s Iraq. But each of these
states has a complicated relationship with those forces and has resolutely
resisted movement toward the right side of the J curve. The rulers of Iran
and Saudi Arabia have good reason to suspect they would no longer hold
sway in a country that freely chose its own leaders, and Russia’s ruling elite
knows its members are only as popular as Vladimir Putin.

It’s not just states that move; the J curve itself shifts up and down as cir-
cumstances within a particular state change. A regime headed toward col-
lapse may benefit when an infusion of revenue lifts the entire curve.
Because the added inflow of cash makes every point on the curve more sta-
ble than it was before the money streamed in, energy-rich states like Nige-
ria, Kazakhstan, and Venezuela can use the added revenue from high oil
prices to move in either direction along the curve—either to implement
painful reforms or to further consolidate control. The added revenue can be
invested in new schools or health-care clinics in areas where education and
medicine are scarce; it can subsidize short-term make-work projects to ap-
pease the angry unemployed or patronage networks that control dissent at
the local level; it can finance the construction of better roads and bridges to
open internal trade; it can bankroll the imposition of martial law.

Unfortunately, many closed regimes “blessed” with substantial oil re-
serves use the extra cash from high energy prices to keep their countries
closed. That’s why some refer to oil not gs a blessing but as a curse for the
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citizens of these states. There are now thirty-four developing nations that
earn at least 30 percent of their total export revenue from oil and/or natural
gas. Yet, twelve of these countries’ annual per capita income remains below
$1,500, and two-thirds of the thirty-four countries are not democratic.?

Of course, oil and gas prices don’t always rise, and other shocks do occur.
A sudden drop in revenue—when those same energy prices dip, a war is
lost, a financial crisis or natural disaster erupts—can force a potentially
unstable regime to take actions that further undermine the government’s
legitimacy. The devaluation of the Egyptian pound in 2003 created high
inflation and provoked demands for subsidies that drove up Egypt’s un-
employment. Striking oil workers in Venezuela sparked rioting and gov-
ernment reprisals in 2004 and forced a referendum on the president’s
legitimacy. After foreign investment in the Kyrgyz Republic’s fragile econ-
omy failed to materialize during the 1990s, then Kyrgyz President Askar
Akaev gave his prosecutor-general free rein to intimidate, disqualify, and
imprison opposition politicians who called for change. For every such ac-
tion, there is the reaction of resistance. In Akaev’s case, the reaction eventu-
ally pushed his government off a cliff.

International isolation cannot be maintained forever, although some
leaders, as we saw in the last chapter, seem determined to give it a shot. The
first problem facing leaders who open (slightly) their closed regimes is that
the processes of globalization are accelerating. Any autocrat that plugs into
these processes opens his country to forces he can’t control. Membership in
the World Trade Organization, for example, has its privileges, but it also
comes at a price—compliance with WTO rules can be enforced. Even in-
vestment in improved communications, development of air, rail, and road
infrastructure, and other technological advances empower individual citi-
zens and would-be entrepreneurs to establish a certain amount of inde-
pendence from their rulers. The simple act of connecting two villages by
telephone can threaten a ruling elite’s ability to control its people’s access to
information. Once a farmer discovers that a fertilizer shortage is not limited
to his village but shared with others across the country, he is less likely to
fault bad luck and more likely to blame his government. Once contact be-
tween farmers is established, they may demand freedom of association.

As noted, if isolation is to be maintained, it isn’t only an authoritarian
state’s literal borders that must be sealed against foreign influence; such
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regimes must seal figurative borders as well. Arab governments have largely
succeeded in doing so for decades. According to the 2002 United Nations
Arab Human Development Report, the first of three studies authored by
Arab political scientists with UN backing, “The whole Arab world translates
about 300 books annually, one fifth the number that Greece translates. The
cumulative total of translated books since the Caliph Mamoun [more than
1,000 years ago] is about 100,000, just about the number that Spain trans-
lates in one year.”’

But there are widening and deepening cracks in this wall as cable televi-
sion and the Internet give ordinary citizens a glimpse of the other side. Al
Jazeera and Al Arabiya are only the best known of several Arabic-language
cable news channels beaming information into the region about life outside
the Arab world. And because Arabs have been isolated for so long, the news
beamed in from outside finds a fascinated audience. Arab citizens are now
more aware than ever how badly governed they are, how much less free and
less prosperous they are than the citizens of Europe, North America, and
East Asia. They now have an opportunity to see their regimes as others see
them.

Another problem with an authoritarian regime’s self-imposed isolation
in the twenty-first century: it’s increasingly expensive. The creation of jobs
that keep a potentially restive population nourished and occupied demands
a robust economy that grows steadily over time. A growing economy in
today’s global marketplace requires openness to the outside world. The
catch-22 can be avoided for many years, as it has been in several Muslim
countries and as it was in the Soviet bloc. But it can’t be avoided forever.
That’s why left-side states like Iran, Saudi Arabia, and Russia have all made
efforts to join the WTO.

In addition, as we saw in the last chapter, leadership transitions offer
special challenges in left-side states, even in states that aren’t as isolated as
North Korea. A new ruler must reconsolidate his regime’s control over soci-
ety and earn the loyalty of an elite support structure dedicated to the
preservation of a status quo that may have died with the former leader.
Syria’s ruling Baath Party chose to preserve predictability following Hafez
Assad’s death by elevating the son to replace the father. The same occurred
in Azerbaijan. Egypt’s Hosni Mubarak may soon follow suit. New leaders in
closed states must take the necessary measures to maintain the old regime’s
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grip on the throat of the societies they rule. The moment when the hold on
power is transferred from one hand to another is a time of potential insta-
bility. Any relaxation of that grip might allow a competing voice to speak.

Some states on the left side of the curve, many of them friends of the
United States, recognize the futility of trying to maintain stability by indef-
initely maintaining isolation. These governments hope to introduce re-
form, but at a pace they can manage. Pakistan and Egypt provide ready
examples. Yet, even these governments are prone to deliberate moves back
up the left side of the curve whenever they feel threatened.

The ruling elites of these countries understand there is dissatisfaction
just on the other side of another kind of wall—the one they build between
themselves and their citizens. Their hope, knowing the wall won’t hold in-
definitely, is to let off pressure in increments, to manage the transition, to
avoid a catastrophic explosion. China’s leaders saw in the progression of
Gorbachev’s perestroika what might happen when reform of a centrally
planned system takes on a momentum of its own. In the weeks immediately
following the June 1989 massacre in Tiananmen Square, China’s ruling elite
saw the fates of Poland’s Wojciech Jaruzelski, East Germany’s Erich Ho-
necker and, especially, Romania’s Nicolae Ceausescu. Arab authoritarians
are haunted by the fate of Iran’s monarch, Reza Pahlavi.

A regime’s slide toward the dip in the ] curve—the point of greatest in-
stability and uncertainty—is dangerous for an entire region and beyond,
particularly when that country is an important regional actor, like Iran or
Egypt; a vitally important global economic player, like Saudi Arabia or
China; or has nuclear weapons, like Russia or Pakistan. Of the countries
that have a transition to make from closed to open societies, few are more
complex or offer greater hope for success than Iran. Because it provides rich
examples of movements up and down the left side of the J curve and is a
country that wields considerable geopolitical influence, Iran deserves a
closer look.

IRAN AND WHY IT MATTERS

Among the most populous countries in the Middle East and one of the
world’s leading energy producers, Iran is too big and too influential for the
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rest of the world to ignore. Consider the country’s position in a vitally im-
portant region. To the east is Afghanistan, a country caught between mod-
ernizing forces intent on opening the country to the world, tribal warlords
fighting for power and cash, and Islamists intent on returning the country
to the Taliban. To the northwest is Turkey, a member of NATO, a potential
future member of the European Union, and a Muslim democracy. To the
southeast is Pakistan, the only nuclear-armed Muslim country in the world
(so far) and a potential source of ethnoreligious civil war. To the south and
southeast are the Gulf sheikhdoms, the Persian Gulf itself (through which
flows 40 percent of the world’s oil), and Iran’s chief regional rival, Saudi
Arabia. To the west is Iraq, with whom Iran fought an eight-year war of at-
trition in the 1980s and which is currently home to more than 100,000 U.S.
troops. It’s a rough neighborhood, a crucially important region for the war
on terror, and a principal source of the world’s energy.

Iran is itself an important energy producer. It holds about 11 percent of
global oil reserves and the world’s second-largest deposits of natural gas.
Home to the only religious revolution in modern history, Iran’s is a vitally
important voice, which influences theological debate throughout the Is-
lamic world. At the same time, Iran has a history—albeit a limited one—of
representative government and constitutionalism. And it is one of the only
nations in which a president can be considered an opposition figure.* If
it so chooses, Iran could serve as a key player in any regional transition to-
ward greater openness and political reform. It could also export substantial
instability.

One way to measure the gulf of misunderstanding between Americans and
Iranians is to ask a citizen of either country when the U.S.-Iranian relation-
ship began. Most Americans believe the trouble started on November 4,
1979, when Iranian students took fifty-two Americans hostage in Tehran.
Over the next 444 days, Americans were startled to learn that Iranians con-
sidered America the “Great Satan” and blamed the U.S. government for a
quarter century of domestic misery. Iranians point to an earlier date for the

* There are certainly other examples of states with a ceremonial presidency and a powerful
prime ministership. But Iran may be the only mature country in modern history in which
the country’s most powerful elected official must answer to an unelected “supreme leader.”
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beginning of the animosity: August 19, 1953, when a CIA-engineered coup
overthrew the elected government of Iranian Prime Minister Mohammed
Mossadegh and restored near-absolute power to Reza Pahlavi, Shah of Iran.
Iranians and Americans have very different narratives in mind when they
tell the story of the twentieth century.

Yet in Iran, there is both an attraction to American culture and con-
tempt for its influence. On the positive side, while there were no candlelight
vigils in sympathy for the victims of 9/11 in Egypt or Saudi Arabia, there
were in Iran. In Egypt and Saudi Arabia, many blame their American-
backed governments for the iniquities of their domestic leadership. Because
Iranians believe they took control of their country’s destiny and cast out
foreign powers and their puppets in 1979, fewer Iranians blame America for
their country’s political and social malaise. Many reform-minded Iranians
welcome any opportunity for better relations with the outside world in
general and the West in particular.

Despite this, for Iran’s most dogged conservatives, “Death to America”
remains a standard refrain. For them, America continues to represent every
humiliation and affront modern Iran has endured at the hands of outsiders.
This is a minority view, but it is held by the men who maintain a near-
monopoly on the country’s levers of domestic coercion. It is these men who
want to keep Iran on the left side of the stability curve—and to use George
W. Bush’s “axis of evil” speech and America’s “cultural decadence” to per-
suade their countrymen that Western values are toxic.

To understand modern Iran’s relationship with the West, it’s useful to
briefly step back even further. From the beginning of the twentieth century,
the Anglo-Iranian Oil Company (AIOC), owned mainly by the British gov-
ernment, held a monopoly on the production and sale of Iran’s oil. While
the oil itself and the profits from its sale helped maintain the British Em-
pire, most Iranians, including the workers that manned the pumping sta-
tions, lived in the cold shadow of pampered British expatriates. Iranian
resentment of London’s domination grew over the first half of the century
and found its voice in the person of Mohammed Mossadegh, a fiery and ec-
centric legislator best known for his charismatic fulminations against the
British and the dramatic fainting spells with which he punctuated them.
Mossadegh’s nationalist condemnation of the AIOC brought him to power
in 1951, as Iran’s young Shah was forced to appoint him prime minister or



The Slide Toward Instability ~ 89

risk popular fury that might have spelled the end of the Pahlavi dynasty.
Once in place, Mossadegh quickly nationalized the British oil company,
which had, up to that point, provided Europe with 90 percent of its petro-
leum.

The crisis that followed made Mossadegh an international star, but
brought the Iranian economy to the point of collapse, as London deprived
Iran of the British tankers necessary to move its oil to international mar-
kets. British Prime Minister Winston Churchill pressed President Harry
Truman to support a British coup to topple Mossadegh’s government and
to return Iran’s oil fields to AIOC-controlled production. Truman, suspi-
cious of Churchill’s imperial motives, refused.

With the election of Dwight Eisenhower in November 1952, how-
ever, the dynamic changed. In Eisenhower’s secretary of state, John Foster
Dulles, and his CIA director, Allen Dulles, Churchill’s pleas found a more
sympathetic audience. Convinced that Mossadegh might move Iran into
the Soviet orbit, the Dulles brothers set to work on a CIA operation, cap-
tained by Theodore Roosevelt’s grandson Kermit, which ousted Mossadegh
and placed Reza Pahlavi in a position of unrivaled power.* Iranians consider
the coup America’s “original sin” in Iran; the Shah never overcame the per-
ception that he was a Washington-installed puppet.

Over the next quarter-century, the Shah solidified a system of power
based on patronage, paranoia, dependence on the United States, and brutal
autocratic rule. He wasted oil money by the billions to realize his grandiose
vision of an opulently rich, secular Iran, and profits from the sale of Iranian
oil were reserved for the Shah’s closest, most trusted allies and clients. Iran’s
religious conservatives were angered by their exclusion from the oil rev-
enue, by the Shah and his family’s “Western habits,” and especially by his
attempts to secularize Iranian society. Thousands of mosques across Iran
became meeting places for planning and protest.

By the end of his reign, it was clear to Iranians the Shah only remained in
power because successive U,S. administrations kept him there as a bulwark
against Soviet Communism and Arab nationalism.* The consequence of

* Pahlavi’s dynastic claim was hardly ancient—his father became the first of the Pahlavi line
in 1926. Even the family name provoked Islamists: “Pahlavi” derives from a language Per-
sians spoke before the advent of Islam in the seventh century.
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the Shah’s rising unpopularity was a classic slide down the left side of the
J curve toward state failure in 1979.

Installing and propping up the Shah was intended to ensure Western ac-
cess to Iran’s oil and gas and to limit the influence of Communists in Iran—
both Soviet and domestic. Public opinion was ignored. The Shah and his
regime were deliberately installed on the left side of the ] curve precisely be-
cause Washington feared that an open expression of Iranian public opinion
might undermine the entire American Cold War strategy in the region.
There were no alternatives to Pahlavi’s rule, short of revolutionary ones. No
structure existed for a peaceful transfer of power.

The events of 1979 illustrate something important about the power of
outsiders to stop a country’s slide down the curve toward instability: that
power is limited. The United States played a key role in bringing the Shah to
the pinnacle of absolute power and helped keep him there for twenty-five
years. Washington had every incentive to protect the Shah from his opposi-
tion. Pahlavi was a key Cold War ally and a reliable supplier of oil. Never was
the Shah’s Cold War role more important than in the Arab-Israeli conflicts
of 1956, 1967,and 1973. Iran provided a useful check on Moscow’s attempts
to expand its influence in the region. Never was the Shah’s petroleum more
welcome than in the oil shocks of the 1970s.* But Pahlavi’s fall was steep and
quick—and Washington was powerless to stop it.

Ayatollah Ruhollah Khomeini’s return to Iran from exile in Paris capped
the modern world’s first religious revolution. Khomeini’s call to the world’s
Muslims to rise against oppressive, secular governments found an audience
in neighboring Iraq, a majority Shiite nation that had always been governed
by Sunnis. Fearing Iraq’s Shiites might threaten his rule, Saddam Hussein
attacked the revolutionary movement at its source in Tehran. The result was
a brutal eight-year war that killed an estimated 300,000 Iranians, wounded
600,000 to 700,000 more, and made refugees of 2 million. The war, fought
mostly inside Iran, devastated the country’s economic infrastructure.

While there is no evidence the United States played a role in Iraq’s inva-
sion of Iran—which happened at a moment when fifty-two American
hostages were held in Tehran—Iranians have good reason to believe that
Washington sided with Saddam. Fearful of the influence of revolutionary
Islamic fundamentalism in a region on which America was increasingly de-

* Iran did not join its Arab neighbors in the OPEC oil embargo.
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pendent for energy, the U.S. Navy protected U.S. oil tankers in the Persian
Gulf by sinking several of Iran’s ships.

Iran’s revolutionary government was, from the beginning, founded on
two principles: a political rejection of the Shah’s oppression and an asser-
tion of Iran’s identity as the beating heart of an Islamic revolution. Once in
power, Iran’s clerics banned the formation of political parties. But even reli-
gious conservatives divided into rival camps: some advocated a pragmatic
approach to the West and a kind of “Islamism in one country”; others
sought a more ideologically rigid and confrontational foreign-policy ap-
proach. This division into pragmatic and dogmatic factions ultimately
pushed Iranian civil society toward pluralist party politics.

Khomeini, hoping to purify Iran by isolating it, banned satellite dishes,
Western music, and alcohol—a good example of a deliberate move up the
left side of the J curve. He used the U.S. embassy siege and the Iran-Iraq War
to marginalize and destroy rivals in the clergy, as well as the Communists
and liberal revolutionaries. To prevent the revolution from further dividing
on itself, it became necessary to find a unifying enemy. Saddam certainly
did his part to bring together diverse groups of Iranians toward a single
purpose. America provided another.

But another important effect of Iran’s revolution was to mitigate the an-
tagonism Iranians felt toward the West. With the expulsion of Western in-
fluence from the country, Iranians had a new authority to blame for their
dissatisfaction: Iran’s own revolutionary leadership. In order to deflect crit-
icism and to maintain the tension with the West on which much of the rev-
olution’s moral authority was based, the conservative government impro-
vised new ways to demonize the West in general and the United States in
particular. In addition, Iran found itself weakened after its war with Iragq,
and it needed to reestablish its place at the vanguard of the Islamist move-
ment. Wahhabis from rival Saudi Arabia claimed victory for the expulsion
of the Soviets from Afghanistan and had far more money to spend than
devastated Iran on the construction of Islamic schools and hospitals
throughout the Muslim world.

Khomeini’s February 1989 fatwa, or religious decree, against the life of
Salman Rushdie, author of The Satanic Verses, helped provide Iran with
what it needed: a battle cry with which to reenergize support for the Islamic
revolution. “I ask all Muslims of the world to rapidly execute the author and
publishers of the book, anywhere in the world, so that no one will again



92 The ] Curve

dare to offend the sacred values of Muslims,” Khomeini said, promising
paradise for the executioner and a $2.5 million reward for his family.

On June 3, 1989, Khomeini died and Ali Khamenei replaced him as
Iran’s supreme leader. To protect the integrity of the revolution follow-
ing Khomeini’s death, Iran’s senior clerics maintained tight control of
Iran’s political process, universities, and public gatherings. With the par-
liamentary elections of 1992, the split within Iran’s ruling clerical class
produced rival factions devoted to his successor, Khamenei, or to the more
pragmatic Ali Akbar Hashemi Rafsanjani. Hard-liners, fearing they might
be unable to establish their authority without Khomeini’s mandate, used
the Guardian Council, a constitutionally created body of unelected conser-
vative officials, to disqualify candidates whose ideas were judged insuffi-
ciently Islamic.

Rafsanjani was first elected president in 1989, but enjoyed virtually none
of the independent decision-making power reserved by the constitution for
Iran’s supreme spiritual leader and a group of religious scholars appointed
by him. What success Rafsanjani did enjoy came from splits in the conser-
vative leadership in the aftermath of Khomeini’s death. These splits illus-
trate the difficulties of maintaining stability through isolation when there is
a political transition. Leadership rivalries open doors that reveal aspects of
the governing process that a unified leadership hides from the public. These
rivalries undermine the illusion of leadership infallibility that one-party
systems work hard to maintain. They reduce the public’s confidence in
those in whom they have tacitly invested their trust—or at least given their
acquiescence.

Over time, however, as the social restrictions of Iran’s conservatives be-
came more and more unpopular, reformers began to gain public support
and greater influence in the Majlis, Iran’s parliament. In 1997, Mohammed
Khatami won the presidency on a platform that emphasized rule of law (as
opposed to clerics) and the restoration of civil society at the expense of reli-
gious conservatives. Many Iranian women responded to the new political
climate by pushing their headscarves further back on their heads to reveal
more of the hair Islamic authorities had been trying to keep covered for a
decade and a half. Measures designed to promote a freer press were intro-
duced.

But, over Khatami’s eight years as president, the clerical establishment
thwarted his most ambitious attempts to open Iran to global markets
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and the West and to relax religious control of the social and political life
of the country. Conservatives have used the leverage given them by
Iran’s constitution to disqualify reformist candidates from election bal-
lots, to close newspapers, to control judges, to declare reformist laws
unconstitutional, and to arrest and otherwise intimidate would-be oppo-
sition figures. Iran’s most conservative leaders see themselves as the de-
fenders of a pure Islamic, antimodernist, anti-Western revolution. They see
the presence of any Western influence in Iran as a corruption of the
country’s ancient culture and Islamic values. They will not compromise
their vision, certainly not with Americans or Europeans—nor with Irani-
ans who have a different vision of Iran’s place in the twenty-first-century
world.

The populist appeal of the country’s newest president serves the conser-
vatives’ purposes. Mahmoud Ahmadinejad has been harshly critical of at-
tempts to improve relations with the West and has expressed defiance
toward U.S. and European attempts to negotiate away Iran’s nuclear pro-
gram. He is also likely to roll back many of his predecessor’s social reforms.
Most important, with his victory, the president of Iran can no longer be
considered an opposition figure. Conservatives now control virtually every
aspect of Iran’s governance.

Iran Now

When the Shah left his country a quarter century ago, there were 30 million
people in Iran. Today, there are around 70 million—nearly 70 percent of
them under the age of twenty-four. As Iran’s population has grown, its
economy has been steadily shrinking. Iran’s real per capita income is a third
of what it was in 1978. Before the revolution, Iran pumped 6 million barrels
of oil a day. In 2004, it pumped 4 million. The once-comfortable middle
class is now trapped between high inflation and stagnant wage growth. To
maintain current levels of employment, Iran needs to create 800,000 to
1 million jobs a year; it’s not coming anywhere close. Four hundred thou-
sand jobs were created in 2000, and that was a good year. With a poor regu-
latory environment for attracting foreign direct investment, a corrupt
business climate, and a rusting manufacturing sector, it’s hard to see how
Iran will soon emerge from its economic lethargy.’
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As aresult, there is a hunger for change inside Iran. In a poll published in
May 2002 in Noruz, then Iran’s leading reformist daily newspaper, 6.2 per-
cent declared themselves satisfied with the status quo in Iran, 49 percent
opted for “reform,” while 45 percent preferred “fundamental change.”* The
answer, of course, would be to pursue ambitious economic reform, but the
current conservative government in Tehran—buoyed by revenue from oil
exports—isn’t interested. They hold onto effective political control the way
conservative governments in the region have done it from time immemo-
rial: political patronage. They use the levers of crony capitalism to steer
money toward key constituents, the security services, and the opinion-
makers in key conservative groups. They also fix elections. The Guardian
Council banned hundreds of reformist candidates from running in the
February 2004 election for the Majlis, ensuring a sweeping conservative
victory.

Will the people of Iran accept or reject this state of affairs? Before the
2005 presidential election, they seemed more likely to ignore it. Voter
turnout for the 2004 parliamentary elections was 51 percent, the lowest in
any election since the revolution and down from 67 percent in 2000. In
Tehran, less than a third of eligible voters cast ballots. Disillusioned with the
failures of the Khatami government to bring real change and with Iran’s
isolation from the outside world, the country’s sometimes restive youth
seemed, for the moment, to have simply withdrawn from politics.

But the two rounds of the 2005 presidential election seemed to reener-
gize many voters. First-round turnout was a surprising 63 percent. Ah-
madinejad won a landslide victory in second-round balloting with 60
percent turnout. While indifference remained strong on the cultural and
international issues that dominated Khatami’s failed reform efforts, Ah-
madinejad’s success can largely be attributed to rising anger over corrup-
tion and clerical mismanagement.

Still, the mullahs remain confident they can ride out any domestic storm
caused by popular resentment of their actions. After all, they reason, the Is-
lamic Republic survived a horrific war with Saddam Hussein, economic
sanctions, the transition that followed the death of Ayatollah Khomeini,

* Noruz has since been closed by the government. Its publisher, Mohsen Mirdamadi, has
been banned from publishing, jailed, and badly beaten by Islamic vigilantes following his re-
lease.
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student unrest, international isolation, two American wars just across Iran’s
borders, and Mohammed Khatami. What’s to prevent them from keeping
Iran isolated and from ruling indefinitely? And even if Ahmadinejad won
what was essentially a protest vote, Iran’s new president has professed his
loyalty to Iran’s supreme leader.

Policy

Largely because of windfall revenues from 2005’s historically high oil and
gas prices, the hard-liners have room to operate. The added inflow of cash
could allow Iran’s leaders to pursue reform, if they were so inclined. In Oc-
tober 2004, the head of Iran’s parliamentary committee on energy said he
expected that Iran would earn $100 billion in oil revenue, money that could
be spent, he said, to “improve infrastructure and social services signifi-
cantly.” The result, he continued, meant that “Iran could be turned into the
paradise of the Middle East in view of the growing oil income.”¢ They could
use the extra money to invigorate Iranian entrepreneurship and to add so-
cial safety-net protections to absorb the shock of transition away from the
crony capitalism that discourages investment from abroad toward a more
open commercial climate. In other words, they could use the extra money
to begin a deliberate move down the ] curve from a protectionist economic
system to one more open to global market forces with substantial foreign
cash reserves to absorb the shock of social dislocation. They could afford
the move down the left side, because oil revenues have lifted the entire
curve. Therefore, even the depths of the J curve are more stable than they
were before the high price of oil brought in all the extra money.

With its 70 million people, Iran enjoys an ample supply of both skilled
and unskilled labor. The regime could profit from its generous cash re-
serves, proximity to the markets of Europe, South Asia, the Persian Gulf,
and the emerging markets of Central Asia, potential investors among the
wealthy Iranian diaspora, and a well-educated elite familiar with Western
business practices to revitalize Iran.” The country is thus well positioned for
a.managed transition along the J curve from left to right, if that were the
goal of Iran’s conservative elite. Which it isn’t.

Instead, Iran’s ruling elite has used the added oil revenue to make its re-
pressive governance more palatable to would-be reformers who might
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challenge its control of the country and to take a tougher line with the
United States and Europe on the development of its nuclear program. Iran
can afford to talk tough with the United States and European Union, be-
cause Iran’s oil and gas are more valuable for the world than ever, and be-
cause Iran’s government has money with which to prop up its economy in
the short term and to minimize the effects of international sanctions on
Iran’s labor force without undertaking real reform.

In fact, Iran’s theocrats have moved resolutely to reinforce their
country’s isolation. Foreign reserves estimated at $45 billion have con-
vinced the conservative-dominated Majlis they can afford to overturn re-
formist laws—Ilike the 2002 Foreign Investment Protection and Promotion
Act—designed to bring foreign investment to Iran. In 2004, Revolutionary
Guards shut down the newly opened Imam Khomeini International Air-
port and tore up the contract of the Turkish-led consortium that financed
it. Why? Conservative politicians claimed it was “an affront to Iran’s dig-
nity” to accept foreign ownership of an Iranian airport. Some have sug-
gested the Revolutionary Guards wanted the airport contract for one of
their own companies and to embarrass the reformist transportation minis-
ter responsible for the deal.® In the end, the motives don’t matter. The net
effect is to discourage foreign investment—and therefore foreign influ-
ence—in Iran.

The determined move back up the left side of the curve by Iran’s conser-
vatives does not mean the country is reaching the same level of isolation as
North Korea or Cuba. Civil society remains strong despite the government’s
attempt to intimidate it or to shut it down. Iranians still enjoy access to West-
ern ideas and commerce that North Koreans and Cubans simply don’t have.
As mayor of Tehran, Ahmadinejad tore down billboards featuring British
footballer David Beckham. As president, he has banned Western music from
state-run television and radio and imposed fines on female pedestrians
whose ankles are visible. But there’s little he can do to undermine demand
among Iranian youth for a more modern, outward-looking culture.

In the meantime, Washington’s conflicts with Tehran continue to grow.
There are profound differences between the two governments over Israel’s
right to exist. Iran has supplied money and weapons to the Lebanese Shiite
militia Hezbollah, which has attacked Israeli military and civilian targets in
southern Lebanon and northern Israel. Iran has given financial backing,
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political and, perhaps, military support to the Palestinian movements
Hamas and Islamic Jihad.*

Iran’s leaders promote unrest among the Shia of Iraq, maintain some co-
operation with known Qaeda operatives,” and, most troublingly for the
United States, seek more aggressively than ever a nuclear-weapons capabil-
ity that is popular with all segments of Iranian society.

Since 1980, it has been U.S. policy to isolate Iran and to try to discredit
its government in the eyes of the world and of its own people. This ap-
proach doesn’t work for three reasons: the Europeans, Chinese, Japanese,
and Russians don’t support the isolation; Iran’s rulers use sanctions as an
opportunity to blame the United States for Iran’s unemployment and social
unrest; and, most important, the sanctions reinforce the isolation from the
outside world on which the continued authority of Iran’s conservatives de-
pends. Millions of Iranians want U.S. investment and better relations with
the United States. It is worth remembering that 70 percent of Iran’s popula-
tion was born after the revolution. The crimes against Iran committed by
the American-backed Shah—to say nothing of the CIA-led ouster of
Mossadegh—are, for most young Iranians, a subject taught in history
classes by conservatives whose repressive attitudes they resent.

Here as elsewhere, American policy should be predicated on finding
ways to open a closed society to the world. The power of Iran’s conserva-
tives depends on their ability to shut out the forces of globalization. That’s
why, a quarter-century later, Iran’s revolutionary constitution still bans
virtually all foreign investment. Iran’s suspicion of outsiders is not an in-
vention of the mullahs. Iran was manipulated and exploited by outsiders—
particularly European and American governments—for much of the
twentieth century. British Petroleum reportedly treated Iran as one big oil
field whose workers deserved no better than to live in miserable conditions
during the period of BP’s domination of Iran’s oil industry."” Washington
treated Iran as a pawn on the Cold War chessboard, stage-managing the
toppling of Mossadegh and supporting the Shah through twenty-five years
of domestic repression. But Iran’s young people want jobs and a vibrant

* Iran even refuses to allow its Olympic athletes to compete against Israelis. In 2006, Ah-
madinejad argued publicly that the Holocaust was a “myth.” Following the controversy over
the publication in Denmark of cartoons depicting the prophet Mohammed, Iran’s president
launched a contest in Iran for cartoon images of the Holocaust.
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economy. They want access to Western culture, even as they reinvent their
own. U.S.-enforced isolation pushes this new generation of Iranians back
into the corner in which the nation’s conservatives would like to keep them.
And the isolation reinforces the conservatives’ xenophobic message: the
West hates you and is working to undermine your dignity and your hopes
for the future of Iran.

During the Clinton years, an important opportunity to remake the U.S.-
Iranian relationship was lost. Following the election of the would-be re-
former Khatami in 1997, President Clinton tried to capitalize on Iran’s
potential value as a source of modernity in the Middle East and as a possi-
ble strategic partner on the eastern flank of the Arab world. Clinton took
some small steps toward a kind of rapprochement with Tehran, referring to
Iran publicly as “a great civilization” and arguing that, under certain condi-
tions, diplomatic relations could be restored. In 1999, Clinton acknowl-
edged that the U.S.-Iranian relationship did not begin with the taking of
American hostages in 1979 and that the West shared responsibility for the
poisoned relationship. “Iran, because of its enormous geopolitical impor-
tance over time,” he said, “has been the subject of quite a lot of abuse from
various Western nations.” The Clinton administration eased sanctions
slightly, allowing Iran to import food and to export carpets, caviar, and pis-
tachios." But the opening ultimately failed to yield results.

Political rhetoric and symbolic gestures couldn’t fill the gap between
America and Iran reinforced by earlier Clinton administration failures. In
1995, one of Iran’s most consistent and venerable pragmatists, then
President Rafsanjani,* tried to open commerce between the United States
and Iran. Believing the key to Iran’s future prosperity lay in participation in
the global economy, Rafsanjani nodded his approval of a multibillion-
dollar deal with Conoco, an American oil company, to develop some of
Iran’s oil and gas fields. Warren Christopher, then U.S. secretary of state,
found out about the pending deal and, reportedly angered that he had not
been included in negotiations and embarrassed that his former law firm
was representing Conoco, made known his opposition to the agreement.
Clinton then scotched the deal, and an opportunity was missed to
strengthen the arguments of Iran’s pragmatists that the way forward for
Iran was in better relations with the West. Rafsanjani later told ABC News

* It was Rafsanjani that Ahmadinejad soundly defeated in the 2005 presidential election.
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that the deal should have been seen as “a message” that, whether or not they
enjoyed normalized diplomatic relations, the two countries could and
should engage in mutually profitable commerce. The message, he com-
plained, “was not correctly understood.”

On the other hand, it’s possible that America’s political culture made it
impossible to see past the desire to punish Iran for past wrongs against U.S.
interests toward a policy that redressed those wrongs by changing the pat-
terns that produced them. It is true that, to protest U.S. cooperation with
the Shah, Iranian radicals took Americans hostage and humiliated the
United States for more than a year. In Beirut in 1983, Shiite extremists with
links to Iran killed more than 300 people, many of them Americans, in a
pair of bombings. Iran was reportedly behind the hostage-taking of several
Americans in Lebanon during the 1980s. Iran still supports militant groups
that target Israel.

But the goal of American policy should be to drive a wedge between
Iran’s ruling conservatives and everyone else in Iran. Punishing the entire
country is a poor way to achieve that goal; it drives average Iranians toward
conservatives who insist the “Great Satan” America is the source of all Iran’s
problems. The mullahs hope to discredit Iran’s reformers, to argue that
they offer nothing but opportunities for outsiders to steal Iran’s wealth
and to undermine its dignity. President Clinton had real opportunities to
strengthen reform in Iran—and he missed them.

George W. Bush continued the failed policy after some early attempts
at reengagement. Before the September 11 terrorist attacks, prominent
Bush administration officials argued that sanctions against Iran should be
eased, or even removed. In August of 2001, then National Security Advisor
Condoleezza Rice lobbied Congress (unsuccessfully) to reduce the Iran-
Libya Sanctions Act, a 1996 law that required the United States to impose
sanctions on foreign companies that invest more than $20 million a year in
Iranian oil or gas development. As CEO of Halliburton, Dick Cheney lob-
bied then President Clinton to ease sanctions on Iran. An April 2001 report
by an energy task force headed by Vice President Cheney noted that UN
sanctions on Iraq and U.S. restrictions on energy investment in Iran and
Libya “affect some of the most important existing and prospective
petroleum producing countries in the world. . .. The [Bush] administra-
tion will initiate a comprehensive sanctions review and seek to engage the
Congress in a partnership for sanctions reform.” Whatever the task force’s
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motives, investment in Iran might have politically strengthened Iran’s re-
formers. But after September 11,2001, Bush administration officials closed
the door.

Just before Bush’s 2002 State of the Union speech—in which the presi-
dent first introduced the phrase “axis of evil” and included Iran in its
ranks—a boatload of weapons intended for Palestinian militants with Ira-
nian backing was seized by Israel. Fearing President Khatami’s domestic
standing might be strengthened at the expense of the mullahs, it’s conceiv-
able that conservative forces in Iran’s security services deliberately dis-
patched the weapons knowing they would be seized, precisely in order to
provoke the Bush administration. In any case, the event was a disaster for
Iran’s reformers. Bush responded by demonizing Iran, and Tehran’s conser-
vatives went on the attack, calling Iranian reformers dupes of the West who
would naively open the country to foreign domination. Just as Castro scut-
tled attempts to warm U.S.-Cuban relations with a provocative act, Iran’s
theocrats demonstrated their determination to poison Iran’s relations with
Washington. Just as Clinton responded by reinforcing the Helms-Burton
Act, Bush gave the mullahs precisely what they wanted: an opportunity to
rally Iranians away from better relations with the West.

How should the United States craft policy toward Iran? U.S. policymak-
ers should seek out opportunities for “selective engagement” with Iran and
stronger ties with Iran’s reformers. Washington should, of course, hold a
firm line on Iran’s nuclear program, working with Europeans, Arabs, Rus-
sia, and China to reduce incentives for Iranian proliferation. But the U.S.
absence from European-led multilateral talks with Iran only provides con-
servatives more room to isolate themselves, and so is a mistake. Indeed,
many conservatives in Iran strongly prefer a hard-line policy from Wash-
ington—and perhaps even a limited military strike against Iran’s nuclear
facilities—to any rapprochement with their useful enemy. The crisis a mili-
tary strike would provoke would only help Iran’s conservatives close down
domestic institutions that remain relatively open to outside influence.

It is important to recognize that Iran is serious about obtaining nuclear
weapons. Iranians believe that if they had possessed nuclear weapons in
1980, they would have been spared the horrific eight-year war with
Saddam. In fact, it would be easier to destabilize Iran’s conservative govern-
ment than to persuade any Iranian government to renounce a nuclear-
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weapons capability.* U.S. policy on Iran is somewhat contradictory: a U.S.-
led military strike is one of the few things that would increase the legitimacy
of Iran’s existing regime. A strike on Iran’s nuclear facilities would rally the
Iranian people around their government, however much many Iranians re-
sent their leaders. Such a strike would therefore increase the existing
regime’s reserves of political capital. On the other hand, efforts to destabi-
lize the conservatives are much more likely to be successful here than in a
country perched higher on the left side of the J curve. The mullahs continue
to face strong internal opposition. It’'s much easier to send and receive in-
formation into and out of Iran. Yet, even if ordinary Iranians rose up to-
morrow and accomplished full regime change from within, and men like
Rafsanjani or even Khatami were given full authority over Iran’s foreign
and domestic policy, the problem of persuading Iran to forego its nuclear-
weapons program would continue.

The proliferation of nuclear weapons is one of the central drivers of in-
stability in the twenty-first century. That is one important reason Iran is in-
cluded in this book. Those states that remain on the left side of the J curve
and have, or may soon have, nuclear weapons pose the gravest threat to suc-
cessful navigation of the J curve’s least stable segment. A nuclear state that
descends into chaos may send nuclear equipment and technology in all di-
rections. Because the world can’t afford such a catastrophe, the United States
and its allies can’t simply accept another potentially unstable nuclearized
state.

Yet, preventing Iran from enriching uranium and making bombs will
not be as simple as Israel’s destruction of the Iraqi plant at Osirak in 1981.
Iran’s nuclear facilities are spread widely across the country. Some of them
are housed deep underground, possibly beyond the capacity of U.S. or Is-
raeli warplanes to destroy. Any such attack might provoke military retalia-
tion against Israel. That said, even if a strike can’t destroy Iran’s nuclear
capability, it might well set it back four or five years. Such a strike—and the
threat of future strikes—would empower Iran’s conservatives in the short

* Even persuading a reformist Iranian government to improve relations with Israel and to
stop funding groups like Hezbollah and Hamas wouldn’t be easy. The religious conservatives
now ruling the country are not the only Iranians contemptuous of Israel and of U.S. support
for the Israeli government.
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term. But they might ultimately persuade Iran’s reformers that nuclear
weapons, however popular, are not worth the costs. That change in the po-
litical dynamic could offer hope that Iran can make its transition through
the J curve before its nuclear program reaches maturity.

The United States spent much of the two years after the September 11
terrorist attacks battling two of Iran’s mortal enemies—Saddam Hussein’s
Iraq and the Taliban’s Afghanistan—and yet the coordination with Iran
over this period was virtually nil. Nor has there been enough meaningful
U.S.-Iranian cooperation since. That needs to change, even if Iran develops
nuclear weapons.

Despite their ideological differences and the often-hostile rhetoric be-
tween the two governments, Iran and the United States have a number of
common interests. While Washington and Tehran envision different out-
comes for the new Iraq, both have good reason to support the development
of a stable Iraq capable of governing its own territory. Iran considers a func-
tioning Shiite-dominated Iraq a potential ally in a Sunni-dominated re-
gion, and a stable democratic Iraq substantially frees the United States from
responsibility for the new government’s security. If Iraq and Afghanistan
descend into chaos, these failed states might well incubate terrorist threats,
refugee flows, organized crime, and drug trafficking that undermine both
U.S. and Iranian interests.

In the long term, Washington and Tehran could also profit from the de-
velopment of more durable bilateral trade ties. The United States could play
a positive role in helping to develop the Iranian energy industry by seizing
the opportunity that was missed with the aborted Conoco deal. Iran needs
the investment, and when the United States and Iran are prepared to make
deals, both Iranian reformers and American business will benefit.

There will one day be regime change in Iran, and the energy that pro-
duces it will come from within Iranian society. Unlike many states in the
world (and almost all in the region), a regime change in Iran is likely to pro-
duce a government more in tune with the West in general and the United
States in particular. Iranians may try to keep their nuclear weapons in any
case, if only to defend themselves from future aggression from Iraq or Is-
rael. But a new Iran might one day decide it’s in its interest to have a more
pragmatic relationship with all its neighbors.

Ultimately, the greatest threat to Iran’s mullahs does not come from
Washington. It comes from the millions of un- and underemployed Iranian
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young people. The conservative government is deeply unpopular in Iran,
but it has succeeded in intimidating its opposition, stealing what it cannot
earn democratically, and using Washington’s shortsighted policy of isola-
tion to further its own ends. Iran will one day begin another move down the
left side of the J curve toward less stability in the short run and greater
openness in the longer run. It may take a decade. It may take longer, but the
slide is inevitable. American policy should be designed to take advantage of
every opportunity to help Iranians to pry open their own society and to
manage the difficult transition toward a future of Iranian participation in
global politics and markets.

SAUDI ARABIA

If oil revenue allows the conservatives of Iran to postpone or ignore the in-
evitable opening of Iran’s society and economy to the outside world, oil in-
come serves the ruling elite of Saudi Arabia even more generously. As in
Iran, Saudi oil income buys the services of security police, flows through
patronage networks that ensure the loyalty and dependence of local leaders,
creates temporary make-work projects to appease the angry unemployed,
and buys off the regime’s critics.

Countries can sometimes buy their way out of trouble, and high oil
prices will allow the Saudis to spend away their problems a while longer. But
Saudi royals, like the clerics of Iran, can’t close out the modern world for-
ever. Over the long term, the threat of Saudi instability makes the kingdom
one of the world’s greatest political risks—defined as the probability of
eventual upheaval multiplied by the magnitude of its likely impact on inter-
national security and the global economy. For the moment, though, Saudi
Arabia is more stable than is commonly understood. Headlines about at-
tacks on Saudis, foreigners, and oil infrastructure, unrest among Saudi
Shia, and dissension within the royal family are deceptive, because they tell
us only about shocks to the system. But again, shocks alone do not cause
instability. It’s important to look closely at how well a closed system is
equipped to withstand shocks. Up to now, violence in Saudi Arabia has
damaged little more than the kingdom’s reputation. But there are internal
contradictions in Saudi politics and society that have virtually no chance of
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being resolved without fundamental change. One day, these shocks to the
system will damage more than the Saudi fagade: they will destabilize the
kingdom’s foundation.

The Saudi royal family has purchased protection for its anachronistic
political system by ceding to radical Muslim clerics the chance to educate
Saudi youth as they choose and to preach whatever they want in the king-
dom’s mosques. In return, the clerics are expected to accept the legitimacy
of the monarchy. Yet, Saudi Arabia’s evolving relationship with the outside
world leads each side to take actions that threaten the other. The September
11 terrorist attacks, carried out largely by Saudi citizens and directed by the
son of a well-connected Saudi family, Osama bin Laden, dramatically
demonstrated the fault lines in Saudi society. The 9/11 attacks are only the
most spectacular of a series of confrontations that have tested the two sides’
willingness to honor the deal that binds Saudi society. When that deal is fi-
nally broken, the kingdom’s slide into instability could be sharp, chaotic,
and violent. If so, the earthquake will be felt all over the world.

Why Saudi Arabia Matters

Soaring petroleum prices underline the vital importance of Saudi oil for the
global economy. It’s not simply that the Saudis export more oil than any
other producer; they also have more reserves. In fact, more than a quarter of
the world’s known oil reserves lies beneath Saudi Arabia.” That gives the
Saudi royals important influence in world oil markets and, therefore, in the
global economy.

Reserves, of course, have to be developed. More immediate help for
world oil supply comes from Saudi spare capacity, the oil that the Saudis
could begin selling on short notice. Today’s global oil market is exception-
ally tight. There is a serious danger that supply won’t be able to keep pace
with demand, particularly if terrorism disrupts oil supply in Saudi Arabia
or Iraq; if political turmoil in Nigeria, Venezuela, or the Caucasus threatens
production; if Iranian oil is pulled from global markets; and if demand in
China and India continues to rise at its current pace. Saudi spare capacity
provides the best hope that supply can keep pace with sharp rises in de-
mand—and with enough breathing room that prices will remain low
enough for continued global economic growth.
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That spare global capacity, over which the Saudis now enjoy a near-
monopoly, has become more precious over time. In 1985, the Organization
of the Petroleum Exporting Countries (OPEC)—within which Saudi Ara-
bia has, by far, the most oil—held about 15 million barrels a day of spare ca-
pacity, about 25 percent of world demand at the time. The cartel could
quickly raise the level of output to absorb the shocks of several global polit-
ical or economic disruptions at once. In 1990, OPEC still had about 5.5 mil-
lion barrels a day of spare capacity, or about 8 percent of world demand.
Today’s spare capacity of about 2 million barrels a day equals less than
3 percent of global demand, almost all of it controlled by the Saudi royal
family.™"

Jihadis know this too. Hoping to discourage foreign influence and
investment in the kingdom, Saudi terrorists have kidnapped and killed
foreigners living and working there. Tens of thousands of Westerners work
in Saudi Arabia, and analysts have warned that Saudi militants could
compromise their government’s ability to do business with the West.*
Given the tightness of the world oil market and Saudi Arabia’s position as
the world’s only viable swing producer, the recent flight of expatriate oil
workers from the kingdom tells some observers that the coal mine canary
has gone quiet. If the foreign technicians and engineers, on whom the
Saudis depend for the operation and maintenance of foreign-made ma-
chinery, leave Saudi Arabia, for how long can the Saudis continue to pro-
duce oil at the needed rate? Without secure long-term operation of the oil
industry, how will the Saudi royals continue to finance their rule? What
happens if they can’t?

A revolution in Saudi Arabia led by religious radicals would send politi-
cal shockwaves across the Muslim world. While Iran’s neighbors saw its
1979 Shiite revolution as a threat to Sunni dominance in the region, the
citizens of states neighboring Saudi Arabia might sooner promote a Saudi

* In North Korea, it is the government that keeps foreigners out. Cuba must, to some limited
extent, sell itself as a tourist destination to survive, but there too the government limits the
presence of foreigners. In Saudi Arabia, the forces most hostile to the presence of foreigners
are the religious conservatives with whom the government has its Faustian deal. The Saudi
royals don’t want an unlimited number of foreigners bringing Western ideas of governance
and individual freedom into the country, but Saudi prosperity is dependent on the presence
of foreigners to such an extent that the kingdom must welcome a significant number of
them.
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revolution than block it. Only 10 percent of the world’s Muslims are Shiite;
more than 85 percent are Sunni. The dearest dream of Al Qaeda and other
jihadi groups is radical fundamentalist control of Saudi Arabia and the ex-
pulsion of all foreign influence from the land of Mecca and Medina, Islam’s
holiest cities. Islamist radicals could use Saudi oil, the revenue that comes
with it, and the threat to withhold it to undermine the economic security of
every country in the developed world.

Some History

Saudi Arabia is unusual among countries in the region—and among devel-
oping countries generally—in that it was never colonized. Prior to the dis-
covery of oil in the 1930s, the peninsula was considered a desolate area of
little interest for those who might have sought to control it. There were
nineteenth-century military garrisons of the Ottoman Empire there, but no
single authority dominated the area until the Saud family unified most of it
in the early twentieth century.

Because Saudi Arabia was never the colonial possession of a foreign
power, there are none of the usual patterns of development for a country
under foreign domination: a colonial bureaucracy, a sophisticated system
of education, or an educated class trained to staff the institutions of colo-
nial rule. Nor was there an anticolonial nationalist movement organized
around the principle of evicting an imperial overlord. Before the turn of the
twentieth century, the peninsula was peopled by hundreds of tribes and
clans with no loyalties beyond their small groups. Violent rivalries within
and among tribes were the order of the day, and there was no central au-
thority to arbitrate them.

But the partnership that would eventually unify the peninsula was
formed long before the dawn of the twentieth century. The alliance
in 1744 of Muhammad bin Saud, a local chieftain from the peninsula’s
interior, and Muhammad bin Abd al-Wahhab, an Islamic preacher, cre-
ated a durable partnership that elevated each toward the dominant po-
sitions their descendants hold today. The two men laid the foundation
for an Islamic kingdom inspired by an earlier golden age of Muslim
greatness. The alliance provided an organizing principle for some of
the peninsula’s still endemic tribal conflict: some tribes and clans be-
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came part of the ikhwan, or brotherhood, and followed Abd al-Wahhab;
others united against this movement. What had been chaotic conflicts of
all against all became battles between the ikhwan and those who resisted its
influence.

At the beginning of the twentieth century, Abd al-Aziz ibn Saud—also
known as Ibn Saud—began his conquest of the land that is today Saudi
Arabia. Saud sent out members of the ikhwan as his emissaries to the
various tribal settlements to win their loyalty to him and to a Wahhabi
interpretation of Islamic practice.* The combination of Saud’s military
skill and the brotherhood’s single-mindedness of religious purpose es-
tablished the Kingdom of Saudi Arabia in 1932. By naming the king-
dom for his family, Saud established himself and his descendants as the
focus of loyalty to the new state.t Wahhabi ideology provided the family
its Islamic legitimacy and established religious conformity as the chief
virtue for all those that came under the family’s sway. In case local tri-
bal leaders weren’t impressed with the righteousness and fervor of the
Wahhabis who supported his rule, Saud ensured their loyalty by mar-
rying male members of his family to their daughters or by buying
them off.

Some of the most ideologically rigid of the ikhwan refused allegiance to
Saud because they were unhappy with the king’s ties to Christian Europe—
particularly Britain—and with the sudden introduction into the peninsula
of automobiles, telephones, radios, and other challenges to Islamic purity.
This tension within the kingdom between the political and religious estab-
lishments—the alliance on which the Saudi state was founded—was only
the first manifestation of the conflict that has begun to push Saudi Arabia
slowly down the left side of the J curve.

Oil was not discovered in large quantities beneath Saudi Arabia until just

* Followers of al-Wahhab believed that the practice of Islam must be based only on the first
three centuries of Islamic tradition. Their “reform” was essentially an attempt to purge
Sunni Islam of all modern influences.

1 It is a common feature of societies on the left side of the stability curve that politics is
highly personalized. The “cult of personality” is only the most extreme illustration of this
idea. In North Korea, Cuba, Saddam’s Iraq, and Stalin’s Soviet Union, loyalty to the leader
himself—rather than to his office or to the nation—becomes a central organizing principle.
That Ibn Saud named the country for his family underscores his hopes for eternal control
and suggests the danger for Saudi Arabia’s future if the royals are delegitimized.
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before the outbreak of the Second World War. Once the oil began to produce
significant revenue, tension between the royal family’s newly affordable taste
for European-style modernity and the Wahhabi drive for ascetic purity be-
camea fact of Saudilife. A paradox emerged: the same oil money that allowed
the royal family to subjugate the peninsula’s various tribes under the banner
of Wahhabi principle, also bought the luxurious Western lifestyle to which
many of the Saudi royals were increasingly becoming accustomed.

Oil money also helped establish a burgeoning state bureaucracy. Money
was spent on education in areas where literacy was virtually nonexistent and
on the development of industrial infrastructure. A small working class
emerged in new Saudi cities and in oil-producing areas. But, however more
aware average Saudis became of the world around them, conformity to Wah-
habi principle ensured that royal legitimacy was not publicly questioned and
that Islam remained the dominant force for national unity and identity.

From the founding of the kingdom, Islam became the basis of the state
and the law. The Koran is the Saudi constitution. Sharia, Islamic law, is the
kingdom’s established code of personal and public behavior. The responsi-
bility of Saudi Arabia’s kings is to guarantee the observance of Islamic prin-
ciples. There are no officially recognized political parties in Saudi Arabia;
indeed, there is no officially sanctioned means of political expression out-
side the context of Islam. Clergy control key political and judicial institu-
tions. The Commission for the Promotion of Virtue and the Prevention of
Vice (CPVPV) polices public conduct and female modesty.

The Royal Family

Members of the Saud family played key roles in the tribal politics of the
northern interior of the peninsula from the eighteenth century onward.
Originally from a village north of Riyadh, the family slowly extended its
control of territory across the Arabian peninsula. After thirty years of
expansion and conquest in the first decades of the twentieth century,
Ibn Saud took control of the area around Islam’s two holiest cities, Mecca
and Medina, in 1925. In 1932, he proclaimed himself king of Saudi Arabia.
Since then, the Saudi royal family has institutionalized its control of Saudi
foreign and domestic policy by keeping control of key ministries like de-
fense, foreign affairs, and security within the family. Many of the Saudi roy-
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als who don’t dominate important areas of the central government serve as
regional governors, ambassadors, and high-ranking military and security
officials.

Keeping every lever of political control in the family is not uncommon
in the region, even in Arab states that are not monarchies. Saddam Hussein,
as we’ve seen, relied on family members to staff key government positions.
What is uncommon in the Saudi case is the sheer size of the royal family.

Ibn Saud had enough wives and descendants to produce thousands of
male family members, all of whom receive government salaries or stipends.*
The downside to maintaining such a large royal family is that much of the
elite’s time is taken up finding appropriate jobs for pushy relatives. The up-
sideis that, because the Saudi royals are a family, they are usually able to keep
their disputes within the group. However dysfunctional the family may be,
they quickly become an efficient instrument of elite control whenever their
rule is threatened. The family speaks with one voice on the subject of oil re-
serves—and on accusations they aren’t honest about how deep they are. To
manage the firestorm of criticism that followed the 9/11 attacks, the Saudi
royals closed ranks, and, whatever their personal disagreements about what
had happened and what should be done in response, divergent interpreta-
tions in the media never spilled over into public personality conflicts.t

Family government is hardly the best model for political openness.
Consider the issue of royal land grants: Ibn Saud and his successors
have granted Saudi land to family members for decades. This land became
a source of tremendous wealth after the sharp spike in property prices
that followed the economic boom of the mid-1970s. In essence, the
royal family allocated itself more and more money, even as Saudi unem-
ployment was rising. As the Saudi elite becomes wealthier, awareness of the
enormous—and growing—gap between rich and poor has increased
among ordinary Saudis.

* Islamic law permits men to have four wives at any one time and to divorce and remarry
with few restrictions.

t Following the 9/11 attacks, Crown Prince Abdullah expressed sympathy for the United
States and promised to work with President Bush to address the problems of international
terrorism. His half-brother, Prince Naif, has publicly argued that, since Muslims would be
made to suffer for the attacks, only Israeli intelligence could have masterminded them. But
neither prince has publicly criticized the other. Naif speaks mainly in the Arab media, while
Abdullah and Prince Bandar comment in the West.
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In addition, with the explosion of oil wealth in the 1970s, the involve-
ment of Saudi royals in influence peddling, and the awarding of state con-
struction and weapons-procurement contracts frequently embarrassed
senior family members. And while most of the population of Saudi Arabia
benefited in one way or another from the oil boom, the spoils were not
shared equitably. An infusion of cash into state coffers lifts the kingdom’s
entire ] curve and makes the country more stable. But the inequities of how
wealth is distributed in Saudi Arabia—and the royal family’s efforts to hide
this unfairness—undermine the legitimacy of the monarchy and the
family’s right to protect Islam’s holiest sites.

Oil

In 1973 and 1974, Saudi oil income more than quadrupled. Since that
windfall of wealth, oil has provided between 70 and 90 percent of govern-
ment revenue. There are important structural consequences for a country
that pulls such a high percentage of its income from one natural resource.
Entrepreneurship remains underdeveloped in Saudi Arabia since few
Saudis recognize the need to invent anything new. Wealth is simply pumped
out of the ground, poured into barrels, put on ships, and payment is trans-
ferred to Saudi banks.

Because the Saudi government earns so much income from oil, it doesn’t
have to collect taxes from individual Saudis or Saudi businesses.
In other words, the Saudi state doesn’t depend on its citizens for revenue; the
Saudi government is the provider of wealth—to some, of course, more than
others. The state is the source of employment, health care, welfare, and edu-
cation. It need not, therefore, respond to political demands from below.

How much wealth are we talking about? In 1965, Saudi Arabia earned
about $655 million in oil revenue. By 1973, the number jumped to $4.3 bil-
lion. But it was the crisis of 1973—1974 that sent Saudi income through the
roof. In 1974, spikes in oil prices brought $22.5 billion into Saudi Arabia.
Following the chaos of the Iranian revolution in 1979 and the resulting
jump in prices, Saudi oil income hit $70 billion.*

* In that sense, Iran’s fall down the left side of the J curve made Saudi Arabia more stable—
by sending oil prices up and providing the House of Saud with more money to buy off oppo-
sition, to create short-term jobs, and to provide ordinary Saudis with better services.
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Ordinary Saudis have few means of protesting against the inequitable
distribution of all that wealth. Most of the productive work in the kingdom
is done by foreign migrant workers on short-term work contracts, who are
dependent on private Saudi citizens for their residence permits.* Many
high-end jobs are occupied by Americans and Europeans with specialized
training in operating the technology in which the royal family invests. Even
if the Saudi government were dependent for income on Saudi taxpayers
and, therefore, more subject to public pressure, Wahhabi religious authori-
ties would still consider democracy an insidious and unwelcome Western
invention. Thus, no one in Saudi society has the political leverage to chal-
lenge the official prohibition against political parties, trade unions, and
women’s organizations that develop naturally in societies in which govern-
ment depends on tax revenue from a prosperous merchant class.

As a result, Saudi stability is deeply dependent on oil markets. The steep
drop in prices in the 1980s led to cuts in government spending and urgent
pressure on the underdeveloped private sector to try and produce more
jobs for university graduates. With the rebound in oil prices, the royals have
been able to withstand most calls for social change. Oil revenue has, for ex-
ample, made it possible for the state to observe strict Wahhabi prohibitions
on basic freedoms for women.t

Purity and Backlash

While Saudi women are still denied important social and political free-
doms, they have, over the last two decades, enjoyed an increase in educa-
tional opportunity. In 1969, only 12.5 percent of Saudi secondary-school
students, 2,000 in total, were female. By 1986, at a time when the falling
price of oil was nudging Saudi Arabia down the steep left side of the ] curve,

* According to Human Rights Watch, “By the government’s latest count, in May 2004, there
are 8.8 million foreigners in Saudi Arabia—one foreigner for every two Saudi citizens. We
know, again from statistics, that the government provided to us in 2003, that foreigners hold
90-95 percent of the jobs in the private sector and comprise 65 percent of the total labor
force.” http://www.hrw.org/english/docs/2004/07/19/saudia9137.htm.

1 At the same time, restrictions on female participation create a challenge for Islamic purity:
to fill the workplace vacuum created by restrictions on women, foreign ideas about women’s
rights enter the kingdom with the imported workers.
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more than 42 percent of those students were girls—85,000 of nearly
200,000 students—and half the kingdom’s 15,000 university graduates
were women. Pressure on the Saudi establishment to enable an entrepre-
neurial class allowed women to enter the Saudi workforce for the first time.
Once oil prices and government revenue again began to rise, however, the
economic pressure to give women greater freedoms eased—even as the ex-
pectations for change were rising among newly educated Saudi women."

The controversy surrounding the role of women in Saudi politics and
the economy leapt onto the front pages of international newspapers in 1991
when forty-seven Saudi women climbed into the cars they weren’t sup-
posed to know how to operate and drove directly into the center of Riyadh.
Wahhabi authorities condemned the women as “prostitutes.” The Saudi
government’s first response was to placate religious conservatives by pun-
ishing the women for “insulting Islam”: The state introduced restrictions
on women’s travel abroad. Those who were teachers were fired. But the gov-
ernment also recognized that the kingdom had taken a black eye in the
Western media. It responded publicly by introducing an appointed Shura
Council to consult on women’s rights.

The Saudi royals have been confronted, of course, with political chal-
lenges far more dangerous than public demonstrations that women had se-
cretly learned to drive. Protests from radical Wahhabis have ranged from
the takeover of the Holy Mosque of Mecca in 1979 to fiery sermons con-
demning the presence of U.S. troops in Saudi Arabia in 1991, to domestic
terror attacks linked to Al Qaeda. In short, Islam has provided legitimacy
for the House of Saud, but it has also created the ideological foundation for
opposition to their rule.

The Saudi royals have withstood many political shocks over the decades,
some as violent as they were unexpected. The first dangerous confrontation
between Wahhabis and the Saudi establishment occurred in November
1979, when a Saudi student named Juhaiman Utaibi and 250 others seized
control of the Mecca mosque, one of Islam’s most sacred sites, and held it
for two weeks. Juhaiman condemned the ruling family as apostate, claiming
that it did not follow the Koran and the Sunna,t and accused the royals of
forming an alliance with Western Christians. In the violence that followed,

* The same month Shiite radicals seized fifty-two American hostages in Tehran.
t The Sunna are the collected sayings of the prophet Mohammed.
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102 militants and 127 Saudi troops were killed. Only with the help of
French commandos were the Saudis able to evict the radical students. The
royal family requested a special fatwa from the ulama in order to obtain
permission for non-Muslim Special Forces to enter the mosque and to use
force inside the Holy Site. It was after this incident that the Saud family
began making major concessions to the clerics as a reward for their support
during the crisis.

When the Iraqi army invaded and occupied Kuwait in 1990, Saudi Ara-
bia was forced to choose between accepting American boots on sacred
Saudi soil and taking its chances that Saddam Hussein wouldn’t round off
his conquest of Kuwait with the seizure of oil-rich areas of eastern Saudi
Arabia. The House of Saud chose to welcome the U.S. military, hoping their
protectors would capture Saddam’s attention, but maintain as low a profile
as possible within the kingdom. Wahhabi clerics responded with vitriolic
anti-American and anti-Western sermons distributed from local mosques
on audiocassettes. The fault line between royals and radical Wahhabis
widened further.

Wahhabis have used the Koran itself to challenge the royal family. Chap-
ter 27, verse 43, of the sacred text calls for the just overthrow of all corrupt
monarchs. Citing moral and financial corruption within the ruling family,
radical clerics have demanded that those who gain wealth illegally, regardless
of rank, be punished. Because the royals understand they can’t rule Islam’s
holiest ground without Islamic legitimacy, they have quietly tried to purge
those religious authorities who publicly call for their ouster. But they also
know the danger of repeating the Shah of Iran’s mistake and antagonizing
the entire religious establishment. As a practical matter, the royals recognize
that charitable fund-raising provides income for some religious authorities.
But the money they collect allows these clerics to stay outside the patronage
network that creates dependency on the royal family. The royals have created
restrictions on charities within the kingdom, but they have been weakly en-
forced, because religious authorities have influence within the bureaucracy
and because many within the royal family itself are sympathetic to the Wah-
habis’ anti-Western ideology. The restrictions have proven impossible to en-
force on Wahhabi charities outside the country.

Over the decades, the U.S.-Saudi relationship has been a focal point of
Islamist opposition. The royal family’s long-standing informal alliance
with Washington manifests itself in Saudi foreign policy and in its oil-
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supply decisions and pricing policies. U.S. military-industrial companies
have sold the Saudis their most advanced weaponry. Inevitably, American
military personnel have accompanied the arms into the kingdom as advi-
sors and technicians and brought American culture with them. The most
radical of the Wahhabis are deeply offended by the presence of these troops
and the Western influence they might have on ordinary Saudis.

The Cold War made Saudi-U.S. cooperation somewhat easier for reli-
gious conservatives to accept, since the official atheism of the Soviet Union
and the Soviet occupation of Afghanistan were even more offensive to Wah-
habi radicals than the influence of Christian America. But Washington’s
support for the Saudi monarchy has always been part of a trade-off for the
royals: America protected the Saudis from Arab nationalists, Iranian revo-
lutionaries, and Saddam Hussein in exchange for reasonably priced oil, the
maintenance of a bulwark against Soviet expansion into the Persian Gulf,
and moderation in Arab opposition to the existence of Israel.

Beginning in 1980, Saudi youth took up arms provided by Washington
to help the Afghan mujahedeen fight a decade-long guerilla war that forced
the defeated Soviets to retreat in 1990. But in the process, the conflict radi-
calized thousands of Saudi young men, trained them to fight, encouraged
them that religious faith could conquer superpowers, and set them against
both Americans and the Saudi royals who consorted with them. Osama bin
Laden was a highly successful recruiter of Saudis in support of Afghan resis-
tance. From their numbers, he built Al Qaeda, radicalized its adherents
against Jews and Christians, and trained them for terrorism.

The investigations that followed the September 11 terrorist attacks in
New York and Washington make clear that much of the funding that has fu-
eled the growth of Al Qaeda came from Saudi charities. In response to pres-
sure from Washington, the Saudi government has further tightened its
regulation of Islamic charities operating in the kingdom. Fundamentalist
Wahhabis argue these restrictions prove the Saudi royals take orders from
the White House.

The House of Saud finds itself in an increasingly precarious position:
they hope to placate antimodernist religious conservatives devoted to a ver-
sion of Islam rooted in the fourteenth century while bringing Saudi society
more into harmony with the globalizing movement of the twenty-first cen-
tury. In that respect, Saudi royals are caught in a dilemma similar to the one
Soviet leader Mikhail Gorbachev faced in the late 1980s: how do you keep
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your balance with one foot in each of two boats headed in opposite direc-
tions? Before the decisive moment when the boats have moved too far apart
for the regime to maintain its balance, the leadership must choose between
the two sides or lose influence over both. In the meantime, Saudi Arabia is
slowly sliding down the left side of the J curve.

Saudi Arabia Now

In the short term, a takeover of the country by Wahhabi radicals is highly
unlikely, and a near-term terrorist attack on the Saudi oil industry large
enough to seriously undermine the government’s ability to function is un-
realistic. There have been attacks on foreigners in the kingdom, attacks that
have pushed some companies to pull out significant numbers of their
workers. But the concern that Saudi oil production is vulnerable to attacks
on infrastructure is exaggerated.

A number of expatriates have left Saudi Arabia, but Saudi Aramco—the
national oil company—doesn’t need them in order to maintain current lev-
els of production. Plenty of Arab workers with world-class engineering
skills already fill Aramco’s technical staff. Even if the outflow of foreigners
intensifies, it is unlikely to affect short-term output. Just as there are enough
technically qualified personnel to ensure steady Saudi oil production, there
are redundancies in the country’s oil transport infrastructure. There is
plenty of spare pipeline capacity to allow Saudi engineers to bypass damage
to one pipeline or pipeline group without missing a beat in output. Terror-
ists are left instead to try to attack extremely well-guarded bottlenecks. Ac-
cording to one advisor to the Saudi royals, “At any one time, there are up to
30,000 guards protecting the Kingdom’s oil infrastructure, while high-
technology surveillance and aircraft patrols are common at the most im-
portant facilities and anti-aircraft installations defend key locations.”
Further, to do lasting, large-scale damage to Saudi Arabia’s refinery capac-
ity, terrorists would have to hit Abqaiq, the world’s largest oil-processing
complex. But Abqaiq is simply too large a target to damage with anything
short of a hijacked 747 or a missile, an extremely difficult logistical chal-
lenge for any terrorist group. Two would-be suicide bombers discovered as
much during an attempted assault on Abqaiq in February 2006.

Might the Saudi regime collapse from within? No one recognized the
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scale of the Iranian crisis of 1978-79 until it was too late. Might Saudi
Arabia produce the next Islamic revolution? Not this year. A look at the
differences between Iran in 1979 and Saudi Arabia today is instructive.
The intelligence services permeate Saudi society more broadly and deeply
than the Shah’s Savak penetrated Iran in the late 1970s. And, unlike
the Shah, the Saudi royal family has largely co-opted the radicals. There
is still too much money flowing through traditional tribal patronage
networks, buying loyalty where it isn’t compelled, to quickly dislodge
the monarchy. More to the point, the Saudi royals have given control of
education and cultural policy to Wahhabi clerics. This “arrangement”
frustrates the United States, and may ultimately destabilize the Saudi
regime, but it should be noted that, so far, this scheme has worked to rein-
force Saudi stability. In Tehran in the 1970s, the Shah actively alienated
Iran’s mullahs with modernist social and political policies and a deter-
mined secularism. The Saudis recognize the Shah’s mistake. The freedom
and influence Saudi royals give Saudi clerics continue to keep challenges to
the monarchy at bay.

If oil is only becoming more precious and the royal deal with Wahhabi
clerics is still holding, why is the descent toward instability in the kingdom
virtually inevitable? Because the population of young people in the country
is growing, there are no jobs for them, and their only opportunities to find
a place for themselves in today’s Saudi Arabia are in schools and mosques
run by men well armed with money and influence who are at war with the
modern world.

The Longer-Term Threat

There is a demographic disaster coming. With a rising birthrate and virtu-
ally no family planning, Saudi Arabia’s population has jumped from 7 mil-
lion in 1980 to more than 27 million in 2006. Because the Saudi economy
has never adequately diversified beyond the energy industry, per capita in-
come has fallen and unemployment has risen sharply. At the height of the
oil boom in 1980, the kingdom’s per capita income was around $21,000.
By 2001, this figure had dropped to around $12,200, further widening the
gap between the richest and poorest Saudis.” Corrected for inflation and
exchange-rate changes, the fall is even sharper. Worse still, according to the
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U.S. Energy Information Administration, “In 2004, Saudi Arabia earned
around $4,564 per person [in oil-export revenues], versus $22,589 in 1980.
This 80 percent decline in real per capita oil-export revenues is due in large
part to the fact that Saudi Arabia’s youth population has nearly tripled since
1980, while oil-export revenues in real terms have fallen by over 40 percent
(despite recent increases).”'* Following a decade of zero growth, GDP grew
by only 1.6 percent between 1990 and 2000, while the country’s population
grew at an annual rate of 2.7 percent.” The kingdom now has fewer avail-
able resources for many more people.

Today, real unemployment hovers above 20 percent.* An even larger
percentage lives below the poverty line. The worsening economic situa-
tion is manifesting itself in new and troubling ways. The country’s deeply
conservative society is facing a rapid and unprecedented rise in crime.
Because nearly 60 percent of the Saudi population is under twenty years
old, the most severe stresses on the economy have yet to hit the labor
market.

As in too many other Muslim states, most young Saudis can only afford
the education provided by Wahhabi schools. These schools teach students a
fundamentalist view of Islam, but do not prepare them to compete in the
global economy or to even begin to understand the world beyond the
kingdom’s borders. Few Saudi graduates find work to support their families
and, given the religious nature of their schooling, they are an easy mark for
Islamic radicals who preach hatred of Jews, Christians, and even Shiite
Muslims, and urge them to join the armed struggle to return Islam to an
imagined golden age of world dominance. Even a nonstate actor like Al
Qaeda understands the importance of education. Its version of Islam de-
mands tight control of the education of young people in any state it hopes
to influence or dominate. Modern education promotes openness to all the
world’s civilizing influences and feeds curiosity. That model of intellectual
development is anathema to Al Qaeda and its sympathizers, who can only
construct the societies they want if strict control of information and ideas is
maintained.

* The Saudi government claims an unemployment rate of 10 percent. A study published in
2000 by King Abdulaziz University in Jeddah estimated the Saudi unemployment rate at 27
percent. “Saudi Workers in Private Sector Fall Short,” Gulf News, July 9, 2000. Cited from
http://www.cfr.org/publication/5291/more_than_targets_or_markets.html.
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The recent exodus of foreign workers from the kingdom exacerbates a se-
rious problem for the Saudi economy: the lack of skill diversification. While
there are highly capable Arab engineers to man the oil industry, Saudis are
not properly trained to manage the high-skill sectors outside the energy sec-
tor. In addition, unskilled workers have long been imported to do the man-
ual labor so many Saudis consider beneath them. Speaking at an energy
conference in Washington in December 2003, Saudi Minister of Petroleum
and Mineral Resources Ali al-Naimi outlined reform plans for the kingdom’s
economy and pledged that the government had committed itself “to expand
and diversify the Saudi economy and to create new jobs for a growing popu-
lation.” But Saudi ministers have been saying that for years, and progress to-
ward real diversification of the economy and job creation isn’t happening
nearly quickly enough to create new jobs in new economic sectors. Recent
high oil prices and the wealth they produce relieve some of the short-term
pressure for labor-market reform. But when prices fall, demand for real so-
lutions will rise again.

As more Saudi young people grow disillusioned with a system they
know is rigged in favor of the few, religious radicals are able to leverage
youth anger against modern society. The Saudi royals, anxious to quell the
frustration that they fear might be aimed at their rule, allow Wahhabis to
try to control personal behavior. The religious police—the Commission for
the Promotion of Virtue and the Prevention of Vice—exercise extraordi-
nary power.* The most egregious example of their protection of virtue at
the expense of civil rights: in March 2002, the religious police blocked
schoolgirls fleeing a fire that erupted inside their school. According to eye-
witnesses, the religious police forced the girls back into the fire because, in
their haste to leave the burning building, many of the girls were not prop-

.erly dressed to be seen by Muslim men. Fifteen of the girls died inside the
school.

In such a society, it’s natural to fear that change will not be peaceful.

* In fact, Prince Naif, a man not known for rigorous personal piety, is the Wahhabis’ most re-
liable ally within the royal family. Through his control of the religious police, Naif enjoys a
political base with the radicals that other members of the family can only envy. Naif’s ties to
the Wahhabis also illustrate why Saudi Arabia is still stable and not in the danger the Shah of
Iran faced in 1979: the ties that bind royals and Wahhabis form some complicated knots.
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What’s Next?

One of the greatest challenges to the hope that Saudi Arabia can move
toward openness without collapsing is the fragmented nature of the Saudi
royal family itself. Since King Fahd’s death in 2005, the question of how
power may eventually be passed to a younger generation of Saudi royals has
hung over the royal family.

After King Abdullah, the (arguably) most influential man in Saudi Ara-
bia today is his half-brother, Interior Minister Prince Naif. These two men
represent the rivalry within the family, between those who support mod-
ernization, reform, and membership in the World Trade Organization and
those who would maintain the kingdom’s international isolation for the
sake of Islamic purity. Abdullah is the face of Saudi Arabia in the West. Naif
controls the security police and is an ally of the kingdom’s most radical
Wahhabis. Abdullah and Naif represent the ideological schizophrenia that
obstructs the coherent formulation of policy in Saudi Arabia—and the di-
vide within Saudi society.

The two sides diverge over a vitally important question: should the royal
family move to limit the power and influence of Wahhabi clerks? Those
who say no believe America, Europe, Israel, and, especially, Shiite Muslims
threaten Saudi Islamic purity. They want to permanently close the kingdom
to all foreign influence and to push Saudi Arabia to the top of the left side of
the J curve.

Prince Naif himself is a firm supporter of jihad against the West. He also
controls Saudi funding for the Palestinian intifada, which Saudi conserva-
tives consider justified resistance to the encroachment of infidels into Mus-
lim holy land. Through Naif, Wahhabi clerics have access to the levers of law
enforcement as a weapon against challenges to their beliefs and privileges.
On their behalf, Naif uses his considerable influence to reinforce the siege
mentality of conservative principle. It is Naif who publicly absolved the fif-
teen Saudi hijackers of any responsibility for 9/11 and argued that Israel
must have carried out the attacks—since the attacks provoked so much
hostility toward Muslims.”

Abdullah remains an adherent of the doctrine of taqarub, or peaceful
coexistence with non-Muslims. He has supported more open public de-
bate, political reforms, and a reduction in the power of Wahhabi clerics. In
2003, Abdullah presided over an unprecedented “national dialogue” with
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well-known Saudi liberal reformers. In the process, he accepted two impor-
tant proreform petitions: the “National Reform Document,” which called
for direct elections, an independent judiciary, and more social freedom for
women, and “Partners in the Homeland,” a call for greater political freedom
for Saudi Shia. The first document offended religious conservatives; the
second enraged them. Although Shia make up 12 to 15 percent of the Saudi
population and occupy the kingdom’s most oil-rich provinces, they have
virtually no religious freedom and are considered by many conservatives to
be heretics at best and “Jewish converts to Islam” at worst.”

This divide within the kingdom’s elite reveals the extent to which terror-
ist bombings within Saudi Arabia are directed less at the foreigners who
might be killed than at reformers within the royal family. With each bomb-
ing, the Saudi government pleads for help from the public in apprehending
the accused. Those opposed to reform then accuse the government of fol-
lowing American orders to round up pious Muslims.

Reform

If the eventual fall down the left side of the J curve is to occur without cata-
strophic consequences, Saudi Arabia must further open itself to the global-
izing world. King Abdullah has laid out an ambitious reform agenda that
includes privatization of key industries, political liberalization, and diversi-
fication of the economy. The centerpiece of economic reform is known as
“Saudization”—a development strategy by which Saudis replace foreign
workers in the economy. The plan’s guidelines mandate that by 2007, 70
percent of the workforce must be Saudi. There are several challenges that
must be overcome if Abdullah is to achieve these goals.

The most conservative members of the royal family resolutely oppose
most of the proposed reforms. Naif and others will work hard to scuttle
them. In addition, these reforms will be expensive. By some estimates, the
financial cost of state-led economic diversification may exceed $100 billion
over the next generation, while the country’s national debt remains nearly
two-thirds of GDP. Even with increased oil revenues, the Saudi government
may simply not be able to finance the diversification of the economy with-
out the extensive private-sector participation that many conservatives are
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determined to avoid, since that development hinges on contacts between
Saudis and Westerners.

Further, many Saudis still refuse to accept what they consider to be me-
nial jobs. As for the more appealing jobs, very few graduates of Saudi uni-
versities and technical schools are yet qualified to perform them. And
immigrants from South Asia and other parts of the Middle East keep com-
ing. The idea of Saudization isn’t new. The sixth in a series of five-year de-
velopment plans (1995-2000) was intended to create nearly 320,000 jobs
for Saudis through the replacement of foreign workers. But instead of a re-
duction in the foreign workforce, the number of expatriates over the rele-
vant period swelled by nearly 60,000 with the steady inflow of Arab and
Asian low-skilled laborers hoping to earn more money in Saudi Arabia than
they could at home.*

In addition, many Saudi firms in the service sectors fear Saudization will
undermine their competitiveness by saddling them with underqualified
Saudi workers. As a result, some firms have left the kingdom for what they
consider more business-friendly environments. The loss of business to
other regional banking centers undermines efforts to put more young
Saudis to work and pushes many of the best-qualified Saudi workers out of
the kingdom in search of better jobs.

Finally, Saudization threatens badly needed foreign direct investment in
the kingdom. Some foreign firms complain the Saudization program is un-
predictable; its rules and quotas for the hiring of local workers change with-
out warning. The government is aware of these issues and has reduced the
tax burden on foreign investors to encourage investment and prevent capi-
tal flight. But quotas for hiring Saudi workers are no substitute for a deter-
mined effort to overhaul the Saudi education system and its ability to
produce workers ready to add value to private-sector enterprises.”

To complicate reform further, the government’s repeated failures rein-
force the nation’s “expectations gap”—the differences between younger and
older Saudis in how Saudi wealth is perceived. The older generation of

* The Saudi government is undermining its own reforms. In 2005, they enacted a new citi-
zenship law that allows expatriates who have been residing in the kingdom for at least ten
years to apply for Saudi citizenship. This enabled expatriates who possess the necessary skills
to make a claim for naturalization and therefore maintain their positions within the Saudi
economy.
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Saudis knew grinding poverty, mass illiteracy, high infant mortality, and low
life expectancy. They grew up without hospitals, schools, and telephones.
The oil boom years of the 1970s and ’80s produced an explosion of wealth so
vast and so sudden that the generation that experienced it can only think of
Saudi Arabia as a remarkable success story. Today’s Saudi youth—the clear
majority of the population—take Saudi oil wealth as a given. They see the
enormous gap between the opulence of the Saudi royals and the declining
living standards of nearly everyone else and know only that they don’t own a
share of Saudi prosperity, and that there are no jobs for them.

At the heart of the problem is an education system that fails to train
young Saudis to meet modern challenges.* Saudi universities remain sig-
nificantly overcrowded and continue to turn out waves of students with de-
grees in “Islamic Studies”—not the best preparation to diversify the Saudi
economy away from dependence on the oil industry or the Saudi political
system away from the cynical alliance of convenience between royals and
radicals. Only the most ambitious reform of Saudi education can move so-
ciety off the dangerous path it’s now on.

Because Saudi Arabia is not yet in crisis, Washington may choose the
path of least resistance in U.S.-Saudi relations, limiting the agenda to
American rhetoric about “the need for reform” and empty promises of
change from the Saudis. It will be easy for a U.S. president to avoid the
tough questions that face the U.S.-Saudi relationship.

That would be a grave mistake.

Education First—Then Democratization

So how might Saudi reformers begin to prepare for the kingdom’s in-
evitable move down the left side of the ] curve? What role might outsiders
play? The immediate focus of the Saudi reform effort should be education,

* Largely because the Saudi system of education continues to be based on rote learning
of patriotic and religious texts, university students are ill prepared to study subjects that
demand technical competence. Of the 120,000 graduates that Saudi universities gradu-
ated between 1995 and 1999, only 8 percent studied technical subjects such as architecture
or engineering, and these students accounted for only 2 percent of the total number
of Saudis entering the job market. “People Pressure,” The Economist, March 21, 2002.
http://www.economist.com/printedition/PrinterFriendly.cfm?Story_ID=1033986
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not democratization. It’s not that democracy is less important in the long
term. Itisn’t. It’s that, because Saudis are still so poorly prepared for the eco-
nomic and governance challenges of the twenty-first century, fast democra-
tization would likely drive them to retreat from the world rather than to
engage it. Many Americans now urge Washington to use whatever leverage
it has with the Saudi royals to push them toward sweeping democratic re-
form; such urging should be resisted until radicals are much less able to use
Islamist populism to produce dangerously destabilizing results.

A growing and secure middle class with a stake in economic develop-
ment and political stability protects any society transitioning toward mod-
ern governance and economics. As Saudi political scientist Turki Hamad
has said: “The problem in Saudi Arabia is that the middle class is shrinking
... and the more poverty you have, the more fundamentalism you have.””
Until a modern system of education prepares young Saudis to revitalize the
country’s economy, antimodern voices will dominate the political and so-
cial debate.

A transitional period of limited political reform and social change are
necessary before Saudi reformers can build a more open and democratic
Saudi Arabia. The international stakes are too high to let change follow a
course dictated by either the most ambitious, charismatic, and radical dem-
agogue or by the vagaries of public opinion in a society with so little avail-
able information about the outside world. But to suggest that Saudi Arabia
is not ready for full-speed democratization is not to imply that all steps
toward the expanded participation of the Saudi people in their government
can be indefinitely postponed. Abdullah has already announced modest
democratic reforms. Following through could empower Saudi reformers at
all levels of society. In fact, the kingdom held three rounds of long-overdue
municipal elections in 2005. Over time, this electoral process could incre-
mentally extend to the national level. Genuine efforts to tackle corruption
in the judiciary, tolerance of local civil-society organizations and human-
rights groups, more open media, and the holding of multiparty elections on
the local level already have a track record elsewhere in the Arab world. Saudi
Arabia would benefit from all of them.

Economic reforms, especially those that were required for accession to
the World Trade Organization, have already begun.* But if the Saudi gov-

* Saudi Arabia joined the World Trade Organization in December 2005.
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ernment doesn’t reduce existing subsidies—except for social safety-net
payments—development of the private sector will remain stunted. A sig-
nificant part of future growth in Saudi Arabia will come from small- and
medium-sized businesses that are still constrained by the government’s
overmanagement of the economy. If the government incentivizes, or at
least stops creating obstacles to, entrepreneurship, the Saudi economy
might begin to build its own momentum. If, on the other hand, the royals
continue to buy political loyalty by pumping millions into patronage sys-
tems, Saudi entrepreneurship won’t have a chance. In addition, if the priva-
tization of state-owned sectors of the economy slows, the already
considerable disparities in Saudi wealth and access to capital will get worse.

Political and economic reforms reinforce one another. Only an elected
council will give ordinary Saudis the necessary leverage to even attempt to
trump the influence of entrenched business and social elites. The major
economic reforms the kingdom enacted in order to qualify for membership
in the World Trade Organization and to address the goals laid out in the
UN’s Arab Human Development Report require some degree of public
support; they cannot simply be imposed from above. Election of local and,
later, national representatives creates the popular basis for sustainable eco-
nomig, political, and social reform.

The long-term success of political and economic reform in the kingdom
depends on the emergence of a citizenry capable of playing an informed
role in Saudi society. Much public debate within the kingdom has focused
on the need to eliminate those aspects of the Saudi curriculum that pro-
mote intolerance, extremism, and violence. Obviously, an internal debate is
more likely to produce welcome results than finger-wagging by foreigners.
But foreigners can influence the debate, because Saudi airwaves are increas-
ingly open to the outside world.

Even in the Saudi media, social reform (including of the roles of reli-
gion, women, and education in society) is more and more the object of
publicand private debate. Saudis have come a long way in the quality of this
public discourse since September 11, and particularly since the beginning
of Al Qaeda attacks in Saudi Arabia in May 2003. For English speakers, Arab
News and Saudi Gazette are certainly worth an online read to get the flavor
of the current debate. Increasingly, these papers are a fair reflection of what
can be found in the Arabic-language press. A great deal of what Saudis now



The Slide Toward Instability 125

write and say publicly about themselves and their society would have been
dismissed by most of the population as “Zionist propaganda” as recently as
two years ago. That’s real progress.

Any thoughtful strategy for addressing Saudi Arabia’s problems and in-
ternal contradictions offers difficult, expensive, long-term fixes, with little
or no short-term benefit. Because the Saudi system remains so opaque,
progress will be tough to gauge. But if the need for reform—particularly of
education—is ignored, the Saudis won’t be the only ones who pay.

Saudi Arabia, like its regional rival Iran, is a stable society today only be-
cause it is a closed society. In the short term, those who would formulate
and implement political, economic, and educational reforms will produce
instability. The Saudi royal family, with support from the United States and
others, must set in motion a process that offers few near-term rewards and
threatens to open the flood gates of Saudi frustration and fear. But the be-
ginnings of a transition toward a more transparent and competitive Saudi
Arabia can no longer be avoided.

Some ask, “Will the Saudi kingdom as it is governed today fall apart if it
reforms or if it doesn’t reform?” The answer to both questions is yes. The
current Saudi system is headed down the left side of the J curve whether it
begins to reform or not. But if reform that gives the Saudi people a stake in
a more promising future is not undertaken, a more radical Saudi regime,
exposed to the world against its will, may well lash out and produce a polit-
ical and economic shock from which the world will not soon recover. The
risk is the same if the walls are pulled down too quickly. A managed move
toward a Saudi Arabia in greater political, economic, and social harmony
with the rest of the twenty-first-century world offers no guarantees. A re-
fusal to try virtually guarantees catastrophe.

RUSSIA

When a closed country falls down the left side of the ] curve toward instabil-
ity, there is no guarantee the country will reemerge (on either side of the
curve) as a coherent nation-state. South Africa survived the passage from
left to right. Yugoslavia did not. From the wreckage of the Soviet system
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came the Russian Federation, a new state that inherited much of the Soviet
Union’s assets* and its liabilities.

Russia provides an interesting case because, at its birth, it also inherited
the chaos of Soviet collapse. The new state’s first government made a deter-
mined move toward the right side of the J curve, but headed resolutely back
to the left once fears for stability overwhelmed early hopes for a successful
transition toward more open governance—and authoritarian habits re-
asserted themselves.

For Boris Yeltsin, the Russian Federation’s first president, the key to the
country’s future as a “normal nation” lay in leading Russia through the
transition from a command to a market economy, from authoritarian po-
lice state to pluralist democracy, and from empire to modern nation-state.
Most of the Russian people hoped simply for an end to the exhausting
chaos of the last half-decade of the USSR and for a stable and prosperous
future. Yeltsin’s plans and his people’s hopes were not immediately compat-
ible.

The only roadmaps for a transition from a Communist command econ-
omy to a free-market system available in 1992 were provided by the begin-
nings of similar transformations in the former Warsaw Pact states of
Eastern Europe. For a variety of reasons, the model was not ideal for Russia.
In Poland and then-Czechoslovakia, for example, Communists had been
cast out of government in favor of former dissidents who needed no politi-
cal reeducation. The Russian government, on the other hand, was filled
with former Communists—including Yeltsin—who had to look for ideas to
a younger generation of economic theorists with little policy experience.
“Shock therapy,” the early abandonment of state protections in the econ-
omy in favor of market-mechanism-based adaptation, produced early suc-
cess in Poland. In the far more complicated situation in Russia, the result of
early reform was, as Clinton administration official Strobe Talbott once re-
marked, a need for “less shock and more therapy.”*

Price ceilings were lifted. The result was spiraling inflation that shook the
lives of millions of Russians who lived on fixed incomes and created a new
class of impoverished people not seen in the Soviet Union in decades. The

* Like its nuclear weapons and its seat on the UN Security Council.
+ Much of the Soviet debt and the mistrust of most of its fourteen new former-Soviet
neighbors.
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black-market economy and the payment of bribes that played a large role in
the underground commerce of the Soviet days emerged aboveground, as
people stepped outside the law in order to survive. The collapse of the police
state following the end of Communist rule left law-enforcement poorly
equipped to keep streets safe, and many of its officials took bribes to make
ends meet. Crime statistics had never been reported honestly in Soviet
times. With the first free Russian media, the feeling of insecurity was multi-
plied, as society’s ills were aired with a frankness for which few were pre-
pared.

The deepest fear of many Russians became the disintegration of the new
state. Having experienced the collapse of the Soviet Union, fears for Russia’s
survival were hardly abstract. Soviet schoolchildren had been taught that
the tsarist Russian Empire had been a “prison of nations,” and that only
Lenin’s principle of “self-determination for all peoples” had liberated them.
But Russia, which still covers 13 percent of the world’s land surface, in-
cludes a wide range of distinct ethnic, religious, and linguistic groups. Some
20 percent of the population is not ethnically Russian. Many non-Russians
are concentrated in ethnic enclaves with varying degrees of political auton-
omy, and therefore have an interest in protecting that autonomy from any
encroachment from Moscow. Yeltsin himself encouraged their drive for
greater levels of political freedom, encouraging them in the final days of the
Soviet Union to “take all the sovereignty you can swallow.” In doing so, he
hoped to help pull the Soviet Union down the left side of the J curve. Once
he became the man in the Kremlin, he regretted the comment, particularly
when Chechen leaders took him at his word and threatened Russia’s own
place on the curve. The fear of a chain reaction of breakaway movements
within Russia was immediate—even before Chechen separatists gave the
fear a focal point.

Nor was it hard to imagine the violence and bloodshed that Russian dis-
integration might provoke. The Soviet breakup quickly produced armed
conflict in the former Soviet republics of Tajikistan, Moldova, Azerbaijan,
and Georgia. The nearly 2 million ethnic Russians living in the Baltic States
were made to feel distinctly unwelcome. And the horrific violence of full-
scale civil war in the former Yugoslavia hinted at what a similar conflict
might look like in the nuclear-armed territories of the former Soviet Union.

The Russian people wanted peace, security, and a promise that Russia
could again become the force on the international stage it had been in bet-
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ter times. What they got was the booze-sodden, chaotic, roller-coaster ride
of the Yeltsin presidency. As a result, Russians began to see “democracy” and
“free markets” not as the antidote to moribund Communism, but as the
source of the new Russia’s injustice, immorality, insecurity, poverty, crime,
disease, and humiliation. Chechnya’s refusal to sign a union treaty to re-
main part of the Russian Federation led in 1994 to a savage and unpopular
war. Yeltsin’s approval ratings plummeted to less than 10 percent.

Not everyone hated the new Russia. A small class of businessmen prof-
ited from Yeltsin’s market reforms and the near-complete absence of rules
of the game to become fabulously wealthy through the rigged privatization
of lucrative sectors of the economy. Because so many of them then used
their wealth to gain access to political power and influence, these men came
to be known as the “oligarchs.” For them, Boris Yeltsin’s government was the
source of virtually everything they wanted. The oligarchs knew whom to
cultivate.

They also knew whom to fear. Yeltsin’s most powerful opposition at the
time came from Gennady Zyuganov’s Communist Party. Although Russia’s
Communists were more a motley assortment of nationalists, fascists, and
militarists than Marxist-Leninists, they were certainly not going to privatize
Russia’s richest state-owned properties for the benefit of the new capitalist
elite. So as Yeltsin’s popularity plummeted and reelection loomed, the oli-
garchs calculated that Boris Yeltsin’s presidency had to be rescued. The deals
they made with the Kremlin helped Yeltsin cling to power—and made the
oligarchs the wealthiest and most powerful men in Russia.

Essentially, Yeltsin sold the oligarchs control of Russia’s media. The rob-
ber barons used that media to promote Yeltsin’s candidacy and to distort
the news and the messages of his rivals. Control of the media enriched the
oligarchs further, since they also used their newly acquired television net-
works to promote their business interests. Once Yeltsin was safely reelected
in 1996, the oligarchs used their new platforms to promote themselves and
to influence, as directly as possible, the creation of public policy.

The deal between Yeltsin and the oligarchs has something important in
common with the similarly Faustian bargain between the Saudi royal fam-
ily and the Wahhabis. Just as the Saudi royals cede real power and influence
to radical clerics in exchange for vitally needed ideological and political
support, Yeltsin sold the oligarchs the keys to the kingdom for the cash he
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needed to survive the electoral process. Both Saudi Arabia and Russia can
rely on oil revenue to help keep their countries stable. In Saudi Arabia, Wah-
habi approval—or at least acceptance—helps hold chaos at bay. In Russia,
the cash flow and media control of the oligarchs helped achieve much the
same for Yeltsin. And just as the Saudi royals fear the Wahhabis will one day
use their power at the expense of the system, so Russia’s reformers and reac-
tionaries alike began to fear the oligarchs held too much wealth and influ-
ence.

A key difference in the Russian and Saudi cases: the stroke that debili-
tated King Fahd did not incapacitate the Saudi government. Power simply
passed to then Crown Prince Abdullah, who minded the store for the bene-
fit of the royal family. That’s part of why Saudi Arabia today remains more
stable—and higher up the left side of the curve therefore—than Russia,
where the oligarchs usurped much of the absentee president’s authority
and used it mainly to enrich themselves further.

At the same time, Yeltsin’s administration sheltered the oligarchs from
the hostile forces of Communist opposition, from political liberals fighting
to force business leaders to submit to the rule of law, and from a public sus-
picious of the oligarchs’ unchecked wealth and power. Yeltsin’s various ill-
nesses, his drinking, and the oligarchs’ political intrigues created a culture
of official secrecy that pulled Russia away from the transparency necessary
for a successful transition to the right side of the curve and yanked Russian
society back to the left. That dynamic defined most of Yeltsin’s presidency.

As the oligarchs made fortunes, they also made enemies. Stripping the
assets of state-owned companies and shifting profits to overseas bank ac-
counts, they helped leave most ordinary Russians considerably worse off
than they had been in the final decades of Soviet rule. Over the course of
Yeltsin’s second term (1996-1999), the nation fragmented as Yeltsin’s poor
health and his drinking binges pushed him further and further from day-
to-day operation of the Russian government. Central authority slackened,
oligarchs elbowed for position in Yeltsin’s entourage—which became
known, archly, as “the family”—and provincial leaders filled the power vac-
uum in the vast Russian expanse. Boris Berezovsky, the most notorious and
powerful of the oligarchs, bragged in 1996 that seven men owned half of
Russia’s GDP.” Although Berezovsky’s penchant for bravado is well docu-
mented, his claim was probably not far from the truth. Together, the oli-
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garchs and Russia’s regional governors formulated economic policies that
helped enrich a tiny percentage of the population and did little for the im-
poverished majority.

Despite Yeltsin’s abdication of direct leadership and the halting progress
of economic reform, by the second half of the 1990s, Russia seemed on a
road that might eventually lead to pluralist democracy and free markets.
The political crisis of 1993, which climaxed when Yeltsin shelled the Rus-
sian parliament to put down a Communist-nationalist insurrection, pro-
duced a new constitution that substantially increased the power of the
president, but did not substantially alter Russia’s course away from Soviet
Communism and the Soviet Union’s place on the left side of the J curve.
Peaceful parliamentary and presidential elections were held on time and
were largely free and fair. Russian and Chechen leaders reached a cease-fire
agreement in time for Yeltsin’s 1996 reelection. Yeltsin’s personal relation-
ship with President Bill Clinton helped head off potential international
crises over NATO expansion and conflict in the former Yugoslavia. Investor
confidence rose to new heights as the Cold War receded and as Russia
seemed to make progress on economic reform.

But in August of 1998, with little warning, an inexperienced prime min-
ister, Sergei Kiriyenko, simultaneously devalued the ruble and announced
that Russia would not meet its obligations to foreign bondholders.* A new
Russian financial crisis materialized that pushed foreign investment out of
Russia and financial markets into a downward spiral. Russia had fallen back
into the depths of the curve. Only slowly did the Kremlin begin to recover
from this self-inflicted wound, and, as new national elections approached,
Yeltsin’s search for a successor who would protect his legacy from his ri-
vals—and his “family” from formal corruption charges—intensified.

Yeltsin orchestrated a surprisingly smooth transition in 2000 to a rela-
tive unknown, Vladimir Putin, the first truly consensual transfer of power
from one living man to another in 1,000 years of Russian history. As in any
unconsolidated, unstable state, succession is a dangerous process. Yeltsin
helped the process along with a surprise early resignation on New Year’s Eve
1999 that allowed Putin to seek the presidency three months later as an in-
cumbent. Russia’s oligarchs, sensing that Yeltsin had handpicked a succes-

* Kiriyenko proved to be the second in a series of four prime ministers fired by the increas-
ingly erratic Yeltsin over a period of seventeen months.
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sor who would defend their interests, used their wealth, influence, and
media holdings to drive off potential competitors and to smooth Putin’s
electoral ascendance.

Putin promised predictability. Ordinary Russians, robber barons, and
potential foreign investors in the country all approved. The devaluation of
the ruble and high oil and other commodity prices led an impressive eco-
nomic rebound. Following a string of apartment bombings in Moscow and
elsewhere in 1999 that were blamed on Chechen separatists, a new war in
Chechnya rallied Russians to their government in a way the first conflict
had not. The new president’s popularity soared on the strength of his hard
line toward the Chechen rebels.* Putin gave Russians what they wanted: a
young, sober, dynamic leader who projected strength and resolve. Once
president, it became clear that Putin’s most dangerous potential enemies
were not Chechens, but the oligarchs who felt they owned Yeltsin’s presi-
dency—and who had done much to lift Vladimir Putin from obscurity to
the Kremlin.

President Putin and Lessons Learned

Since Putin’s first term began in 2000, foreign investors have recovered
much of the confidence in the Russian government they had lost following
the 1998 default, and Russian bond and equity markets have performed
consistently well. In October 2003, Moody’s Investors Service acknowl-
edged the turnaround by giving Russia an investment-grade rating, allow-
ing it to attract an entirely new class of portfolio investors. Foreign direct
investment returned to the country, as international bankers once again
filled business-class seats on flights to Moscow and financial institutions
began hunting for class A office space. With his steady leadership, a perco-
lating economy, and the near-universal relief that he wasn’t Yeltsin, Putin’s
domestic approval ratings consistently topped 70 percent.

What the investment bankers and investors who lauded Putin’s steadi-
ness and growing reputation as a “Westernizer” missed, however, was that
to consolidate power in a country with virtually no experience of nonauto-

* As prime minister, Putin promised in October 1999 to “flush the Chechen bandits down
the toilet.” The comment was very well received at home, less so abroad.
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cratic government, Putin was in no hurry to pursue political reform—at
least not the kind that might cost him real political capital. In essence, Putin
decided that the left side of the J curve was the safest place to consolidate
power. A move toward the right would invite other actors to have their say
in Russian reform and to create friction that would make his enormously
difficult task of economic stabilization even more daunting.

Democracy is now on hold in Russia. Former Soviet leader Yuri An-
dropov once said, “First we’ll make enough sausages and then we won’t
have any dissidents.”* In the early 1980s, Andropov ordered his then-
protégé Mikhail Gorbachev to conduct a study of the Soviet economy so se-
cret that few in the Soviet high command even knew it existed. The findings
of that study led Gorbachev, once he became general secretary, to pursue
the radical reform needed to revitalize the Soviet economy, a program of
sweeping change Andropov would never have approved—or even imag-
ined.

Andropov was also Putin’s former boss in the KGB.* Putin knows as well
as anyone that Andropov would never have launched glasnost or pere-
stroika. There was no room in Andropov’s worldview for dissidents to un-
leash the hidden creative potential of the Soviet system. The cure for
dissidents was sausage in sufficient quantities—or prison. Political reform
that actually encouraged dissent, Andropov believed, was a recipe for chaos.

As chair of Saint Petersburg’s committee on external relations with re-
sponsibility for economic development and investment, Putin witnessed
both the chaos of early Russian capitalism and the weakness of the Russian
economy. In his first month as president, Putin restored a memorial plaque
in Andropov’s honor at the KGB’s Lubyanka headquarters that had been re-
moved during the Gorbachev era. Since then, Putin has adhered far more
closely to Andropov’s idea of central control of the state than to Gor-
bachev’s belief that society should be free to participate in the process of
change.

* Putin was never more than a junior officer in the KGB and had no direct access to An-
dropov.
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Putin versus the Oligarchs

Putin’s conviction that a greater centralization of power could support re-
form was not entirely mistaken. Many financial analysts and investors
wrongly believed at the time that a lack of political reform provoked the
1998 financial crisis. But it was a lack of central authority—not a lack of
democracy—that produced the upheaval. When Putin became president in
2000, economic policy was still effectively created and implemented by ad
hoc coalitions of regional governors and businessmen—a law unto them-
selves. Putin decided that rebuilding strong central authority and consoli-
dating the Russian state had to be his priorities. And that meant, above all,
finding some workable accommodation with the oligarchs.

When Putin took office, he reportedly called together the new business
leaders and forged an unwritten but plainly understood pact with them: the
oligarchs could keep the cash and property they had amassed in the rigged
privatization deals of the Yeltsin years without fear of prosecution, as long
as they paid their taxes and steered clear of political conflict with the presi-
dent. The latter condition precluded use of the oligarchs’ media holdings to
criticize Putin or his administration.

The warning to stay out of politics was clear enough, but it was not rig-
orously policed until two of the original oligarchs, Berezovsky and Vladimir
Gusinsky, used their television stations to broadcast blunt criticism of the
Kremlin. In an early taste of how Putin meant to enforce the unwritten con-
tract, security guards brandishing automatic weapons and legal documents
raided the Ostankino Tower offices of Gusinsky’s NTV television network
in the middle of the night on Easter Sunday 2001.” By sunrise, NTV was a
new television network with an editorial philosophy more in harmony with
the Kremlin’s worldview. Berezovsky and Gusinsky soon found themselves
under criminal prosecution for money-laundering and other charges. Both
eventually fled the country, and their media outlets were purged of all jour-
nalists willing to directly criticize presidential policy. The move up the left
side of the ] curve had begun in earnest.

Other channels of political influence remained open to oligarchs more
willing to observe the rules of the road. Putin retained Alexander Voloshin,
Yeltsin’s capable and savvy chief of staff, who helped push through Putin’s
early economic reforms and was the point man for dealing with the new
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Bush administration. Voloshin was also the intermediary within the Krem-
lin between Putin and the holdovers from the Yeltsin era who had main-
tained close ties with the business elite. With Voloshin as Putin’s right hand,
the oligarchs had a man to protect their interests within the new adminis-
tration.

The oligarchs continued to exercise considerable influence, including,
allegedly, over tax legislation. Putin may not have been content with their
continuing sway over economic policy, but he was more immediately con-
cerned with political challenges to his authority. After Berezovsky and
Gusinsky fled into exile, there was one remaining billionaire who, in Putin’s
view, refused to honor the rules Putin believed he had established. This was
Mikhail Khodorkovsky, the CEO of the oil giant Yukos and Russia’s wealth-
iest man, worth an estimated $8 billion.

The Khodorkovsky Affair

Khodorkovsky was enthusiastically feted in the West as a man of taste and
sophistication—and because he was the first of the Russian oligarchs to
practice open, Western-style accounting standards. The West treated
Khodorkovsky as the man they needed in Russia’s business world—the
Michael Corleone who really had taken his business legitimate and who, in
the process, helped his rivals accept that Russia’s violent era of lawless busi-
ness practices was coming to an end.*

But like most beneficiaries of the Yeltsin-era “time of troubles,” Khodor-
kovsky remained deeply unpopular with the Russian people. The memory
of how he, and the rest of the oligarchs, had acquired wealth—using his po-

* Yukos trumpeted the following favorable review from the Wall Street Journal on its Web
site: “The 2001 World Economic Forum came to a close in Davos, Switzerland, on 30 January
2001. This year good corporate governance and business practices have been a focal point in
the Forum’s discussions and was one of the key criteria for attendance. According to the Wall
Street Journal, © . . . Only one prominent Russian tycoon has survived the forum’s reassess-
ment: Mikhail Khodorkovsky, chairman of oil company YUKOS, will be on hand. A WEF of-
ficial said that YUKOS has become more transparent and improved its corporate governance
in recent years. ”
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litical connections to purchase some of Russia’s choicest oil assets at fire-
sale prices—lingered in the public consciousness.

At first, Khodorkovsky managed to cultivate cordial relations with
Russia’s new president and was a frequent visitor to the Kremlin. Some
spoke of Khodorkovsky as a potential future prime minister (although this
story may have been concocted by Khodorkovsky’s media machine). But
over time, and particularly as the Russian political class began to focus on
the December 2003 Duma elections, Khodorkovsky began to provide sub-
stantial funding—directly and indirectly—for many of the parties likely to
win seats. In particular, he gave generously to the two best-known liberal-
reformist, promarket parties, Yabloko and the Union of Right Forces.

In Putin’s estimation, Khodorkovsky’s political activities now extended
beyond normal business lobbying. To many observers, including the Rus-
sian president, it seemed clear that Khodorkovsky hoped for a future in pol-
itics. Rumors began to circulate that Khodorkovsky was even positioning
himself to run for president in 2008, when, under the term limits estab-
lished by Russia’s constitution, Putin would have to leave office.

For Putin, this amounted to a clear challenge to his authority, despite the
weakness of the liberal parties and Khodorkovsky’s slim electoral chances.
While Castro has (so far) chosen not to arrest the popular dissident Os-
waldo Paya, Vladimir Putin had no such hesitation in going after the re-
sented Khodorkovsky. The controversial businessman further angered
Putin when he took a number of initiatives that encroached on Kremlin
control of domestic and foreign policy. Khodorkovsky effectively blocked
passage of several of the government’s economic proposals in the Duma.
He campaigned publicly for the privatization of Russia’s external pipeline
system. He was reportedly on the point of selling his company to Exxon-
Mobil, passing ownership of a Russian oil company into foreign hands. Fi-
nally, Khodorkovsky signed an agreement with the Chinese government in
May 2003 to build a private pipeline linking Russia and China.

Two months later, the Kremlin sent a none-too-subtle warning with
the arrest of Khodorkovsky’s business partner, Platon Lebedev, on charges
of fraud and tax evasion. Khodorkovsky himself was brought in for ques-
tioning. Perhaps persuaded that his position as CEO of Yukos and the
strong international support he enjoyed offered him special protection,
Khodorkovsky stepped up his political activities. Putin, determined that
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Russia’s oligarchs must no longer be permitted to conduct their own
foreign policy or to establish a rival center of influence, moved against him.
On October 25,2003, armed agents stormed his private plane during a refu-
eling stop, arrested him, and returned him to Moscow in handcuffs.
Khodorkovsky is now serving an eight-year prison sentence in a Siberian
penal colony.

The story of Mikhail Khodorkovsky reveals much about Vladimir
Putin’s view of stability in Russia. Putin’s chief ambition as Russian presi-
dent has been to build Russia into an economic powerhouse. He has argued
that developing Russia’s economic muscle will allow Moscow to reassert it-
self politically—in its traditional sphere of influence and beyond. Putin’s
choices suggest he believes both that Gorbachev’s improvised attempts at
political reform ran the Soviet Union aground and that the diffusion of na-
tional authority during the Yeltsin years led the few to exploit Russia at the
expense of the many. He has a point. But Putin has chosen to right this per-
ceived wrong by breaking any organized opposition—an efficient means of
keeping his country on the left side of the ] curve where he has the best op-
portunity to control it.

Khodorkovsky represented a risk to Putin’s plans to consolidate the
power necessary to focus Russian resources for the construction of a pow-
erful, self-confident, and influential state. As we’ll see in other areas of
Putin’s record as president, no risk to the project is too small to try to elim-
inate. Deng Xiaoping once defended his reform program against charges he
was betraying Communist principle with the words “It doesn’t matter what
color the cat is—as long as it catches mice.” Putin might say the same for
rule of law in Russia. There is no tradition in Russia’s political life that es-
tablishes law as a safeguard for the individual against the state. In fact, the
law that Putin studied at Leningrad State University taught him that law
was society’s best defense against the greed of the individual. If, on behalf of
the exploited Russian people, Putin might ask, the government can’t use the
law to create a just and prosperous future for all, what purpose does it serve?
In this case, the law was used to destroy the agenda of a man bent on under-
mining the construction of a unified and self-confident Russia—or so
Putin’s argument goes.

Khodorkovsky, like all the oligarchs, was guilty of some of the crimes
with which he was charged. But he committed his crimes with the complic-
ity of Boris Yeltsin’s government. Berezovsky and Gusinsky ruthlessly
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stripped Russia of billions of dollars in national treasure. They also used
some of their wealth to ensure Yeltsin was not defeated at the polls by unre-
constructed Communists and xenophobic thugs. All three oligarchs helped
elevate Vladimir Putin. The Russian president genuinely seems to want to
use his power to build an economically stable and prosperous Russia. At
what point, however, do Putin’s moves to consolidate state control reflect a
desire to amass power for its own sake and to hold personal rivals at bay?
Once power is amassed, will Putin and the men he’s brought to the pinnacle
of power in Russia willingly give it up? That question will probably be an-
swered in 2008, when the next presidential election takes place.

A stability built on obsessive risk-aversion drives a nation up the left side
of the J curve, because openness involves obvious risks. If the process of
opening never comes, the society in question becomes incapable of rein-
venting itself and begins an inexorable process of decay. Whether or not
Putin’s consolidation of power is the means to help Russia navigate the bot-
tom of the curve and ultimately to make the transition from closed to open,
left to right, remains to be seen.

Meanwhile, Putin knew that Khodorkovsky’s arrest on fraud, tax-
evasion, and other charges, and its aftermath—the freezing of Khodor-
kovsky’s equity stake in Yukos and the subsequent resignation of his chief of
staff, Alexander Voloshin—would shake international investor confidence
and threaten Russia’s four-year economic boom. The Kremlin immediately
sought to limit the damage. Publicly and privately in his meetings with for-
eign and Russian bankers, Putin emphasized that the arrest was a unique
case for a unique individual and not the start of a crusade against Russia’s
business elite. Russia, like Saudi Arabia, has resources to sell and commerce
to establish. As long as foreign influence doesn’t undermine the right of the
rulers to rule, the presence of foreigners and their cash provides an oppor-
tunity to earn the revenue that builds prosperity and protects political sta-
bility. Reassuring foreigners that Russia remains open for business is a vital
part of Putin’s plan to build his nation’s economic power.
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The Putin School of Risk Management

Putin’s efforts to minimize political risk and to consolidate power began
very early in his presidency.* Aside from the deal he struck to sideline the
oligarchs, Putin sought to constrain the abundant power of regional
governors by organizing Russia’s eighty-nine provinces into seven federal
districts to be presided over by supergovernors appointed directly by the
president. Putin removed powerful regional leaders from the upper house
of the Russian parliament, the Federation Council, depriving them of their
votes on federal legislation. Reining in the oligarchs meant bringing
broadcast media under direct Kremlin supervision. In short, as the former
Communists of Putin’s presidential administration sought to bring
stability and predictability to Russian politics, they recreated what they
knew: a left-side-of-the-J-curve system of vertical power and central
control.

Following a horrific Chechen terrorist attack on a school in the southern
Russian town of Beslan in September 2004, Putin seized the opportunity
presented by his nation’s shock to put forward some unexpected ideas on
further centralizing national political power. He proposed an end to popu-
lar election of governors. According to the plan, the president, subject to
ratification by the local legislatures, gained the right to handpick the leaders
of Russia’s regions. Why risk political challenges from unruly regional lead-
ers if you don’t have to?

There is also a bit of tactical cleverness in these proposals. Might the re-
gional governors be reluctant to support a move to directly control their
political futures? Putin also proposed an end to gubernatorial term limits.
Sitting governors can now hold their posts indefinitely; all they need is the
favor of the Kremlin. And were the Russian president to do away with his
own term limits, the governors could be seeking his favor for many years to
come.

* It remains an open question to what extent moves up the J curve come from Putin himself
or from the former security officers, the so-called siloviki, whom he’s brought into the Krem-
lin in significant numbers. Given the opacity of the Russian government, it’s difficult to
know how such decisions are made. Over time, this question may be answered. For the pur-
poses of this book, I argue that Putin is the ultimate arbiter of behind-the-scenes Kremlin
policy formulation.
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Putin also proposed that all parliamentary seats be filled from national
party lists, a move that effectively relieved elected officials of political de-
pendence on any particular local constituency. Members of Russia’s lower
house now depend for their seats not on local voters but on party leaders, an
effective way for Putin to reduce the number of variables he faces as he
pushes reform (or refuses to push reform) through parliament. Why accept
the political risk involved in the disorder of grassroots politics if you aren’t
forced to?

It’s not just regional governors who find themselves serving at the plea-
sure of Russia’s president. On October 1,2004, by a vote of 175 to 2, Russia’s
upper house of parliament passed a measure to give Putin effective control
over the body that approves would-be judges for the country’s highest
courts. It also gives the president the power to discipline and dismiss senior
judges if, once chosen, they demonstrate qualities the Kremlin wants to dis-
courage. Why risk an independent judiciary if it isn’t necessary?

In 2004, Putin feared that insufficient voter turnout might nullify his
easy reelection. Two weeks before the election, Putin unexpectedly sacked
his prime minister, Mikhail Kasyanov. According to Kasyanov, Putin was
concerned that, if low turnout prevented timely certification of his reelec-
tion, Russian law might allow Kasyanov to become acting president. Others
said Putin could not tolerate Kasyanov’s open criticism of the Yukos affair.
Although Kasyanov had served Putin for four years, the Russian president
saw another risk he chose not to accept.*

In fact, Putin’s low tolerance for pointed political criticism—particu-
larly in the Russian media—will only reinforce his authoritarian approach
to the reform process. The Russian broadcast media has been under the
Kremlin’s vigilant control since Putin’s first raid on Ostankino. The print
media—Iess influential, in the Kremlin’s estimation—has been allowed no-
ticeably more freedom. But the editor of the respected daily newspaper
Izvestia was forced from his job in the fall of 2004 after publishing a critical
account of the government’s mishandling of the hostage crisis at Beslan,
complete with a half-page photo spread of the horror of the attack. Why

* Kasyanov may not be the most reliable witness. On the other hand, in June 2005, less than
amonth after he announced that he might seek to establish a coalition of opposition parties
and run for president in 2008, prosecutors began investigating Kasyanov on corruption
charges. To date, he has not been convicted of any crime.
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allow the public to see, hear, or read media criticism of your government if
you don’t have to?

The president maintains a heavy influence in the Russian parliament,
firm control of the security forces, increasing power within the judiciary,
and the loyalty—or at least the obedience—of the remaining oligarchs. And
speculation continues that Putin may try and enjoy these powers beyond
their original 2008 expiration date. Article 81, section 3, of the Russian con-
stitution stipulates that “no one person may hold the office of President of
the Russian Federation for more than two terms in succession.” Some sug-
gest Putin may use the “in succession” loophole and find a loyalist to keep
his Kremlin seat warm for four years before engineering a triumphant elec-
toral return in 2012,* though he is unlikely to take such a bold step, Putin
could also decide it’s easier to simply change the constitution. He may pro-
vide himself a seven-year term or simply do away with term limits alto-
gether. In the name of national security and reform, Putin could wave off
the inevitable domestic and international condemnation of such a move.
Why risk the instability that might come with a transfer of executive power
if you don’t have to?

The Real Challenges to Russian Stability

Not all threats to Russian cohesion are the invention of a risk-averse au-
thoritarian in the Kremlin. The ongoing conflict with Chechen separatists
and the terrorist threats it poses create the single most dangerous challenge
to Russian stability. Beginning in 1994, Russia’s military efforts to prevent
the breakaway province from establishing sovereignty have been a brutal af-
fair. Tens of thousands of civilians have been killed, and the war has pro-
duced terrorist activity in the North Caucasus and elsewhere in Russia.
There are still no prospects of substantive negotiations between Moscow
and representatives of Chechen fighters. The most obvious possible
Chechen negotiating partner, Aslan Maskhadov, was killed in March 2005
by Russian security forces.

Chechen alienation from the Russian government is near total, and the

* Putin himself hinted he might consider a third term in 2012 in a meeting with media exec-
utives in Hanover, Germany, on April 11, 2005.
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rebels’ capacity to disrupt the Russian state is increasing. The 2002 siege at
Moscow’s Dubrovka Theater, in which Chechen rebels held more than 800
Russian hostages—150 of whom were killed when Russian security troops
stormed the building—demonstrated that Chechen fighters could strike
virtually anywhere in Russia. The September 2004 terrorist assault in
Beslan—which killed more than 350, most of them schoolchildren—
showed there were no limits on what they were willing to do.

Chechen militants are responsible for the only known incident of radio-
logical terror against a civilian population, having buried high-isotope ce-
sium in Moscow’s Ismailovsky Park in November 1995. With the help of
Arab jihadis, Chechen fighters are becoming more and more technologi-
cally sophisticated in the use of such weapons. A “dirty bomb” attack in a
Russian city is an increasingly credible threat, and while it might not pro-
duce large-scale casualties, the psychological and economic consequences
would be immediate and devastating.

Indeed, Russia is the only country in the world with the combination of
substantial amounts of unaccounted-for radiological material, large num-
bers of highly trained and specialized scientists who are significantly under-
paid, and well-organized indigenous terrorist groups. Russia is, therefore, at
greater risk of a large-scale terrorist attack with radiological weapons than
any other country in the world. In the event of such an attack, Putin’s gov-
ernment would be hard-pressed to find an internationally acceptable and
proportionate response. Putin knows that, if the Russian people lose faith
that his government can protect their physical security, his ability to accom-
plish anything else will be fatally compromised. A slide toward instability
would quickly follow. In the past, the Russian people have rallied to their
president in the aftermath of an attack, no matter how far up the left side of
the J curve he pushed the nation. If the attacks continue to escalate in scale
and frequency, however, Russians may turn to nationalist politicians who
see the left side of the curve as Russia’s natural place.*

The second challenge to Russia’s stability and internal cohesion is the
nascent rivalry between China and Russia over influence in Siberia. Russia

* Putin has made substantial efforts to shore up Russia’s place on the left side of the J curve.
It remains unclear, however, whether he believes Russia must always be governed as a left-
side state. Many Russian nationalists believe it must and criticize Putin’s free-market, open-
society rhetoric.



142 The ] Curve

maintains complete political control over the resource-rich, India-sized ex-
panse of its Far East and Siberia, but the economic and demographic bal-
ance is increasingly, and rapidly, tilting toward China. Local Russian leaders
estimate that ethnic Chinese already control nearly half the Siberian econ-
omy. The demographic trends are striking: there are about 18 million Rus-
sians in Siberia; there are more than 250 million Chinese just over the
border in China’s northern provinces. And the internal balance is shifting as
Russians leave the already sparsely populated region, and as legions of
(mostly illegal) Chinese migrants arrive in droves. The potential for in-
terethnic violence is bound to grow. Local Russo-Chinese relations now
dominate Siberia’s elections and are likely to develop into problems the
Kremlin must manage directly. If those problems are not well managed,
blame is likely to fall squarely on the man who has amassed so much power
and who, in the eyes of his people, must accept the responsibility that comes
with it.”*

The third issue Putin faces is political pressure for democratic reform.
What happens when Putin has consolidated power and carried out the
many components of his economic reform package, when the controversial
dislocations from energy reform are at an end and Russia is a full member
of the World Trade Organization? Will he then be willing to start spending
some of his political capital in order to create a truly representative political
system with legitimacy invested in durable democratic institutions rather
than in the person of the president? The further up the left side of the curve
a state moves, the more difficult it becomes for a regime to let go of the
power and control that have been established.

Policy

American policymakers are divided over how best to manage Washington’s
relations with Putin. As the Russian president pushes his country further up
the left side of the curve, the Bush administration has taken a tougher ap-
proach. Secretaries of State Colin Powell and Condoleezza Rice have diplo-
matically taken Putin to task over the heavy-handedness with which he has
concentrated political authority in the Kremlin. The White House vigor-
ously supported a fair presidential election in Ukraine (a former Soviet re-
public) while Putin actively aided the men who sought to steal it. In her



The Slide Toward Instability 143

Senate confirmation hearings, Rice identified Belarus (another former So-
viet republic which enjoys a political union with Russia) as an “outpost of
tyranny.” On the other hand, the United States needs Russian support on
critical issues—like thwarting Iran’s nuclear ambitions.

Putin can’t easily deflect the pressure by playing the United States and
Europe off one another. With the accession in May 2004 of ten new states
into the European Union (several of which are former Soviet satellites and
three of which are former Soviet republics), the Kremlin discovered that
“Europe” has tilted toward a stance more suspicious of Russian intentions.

There is another challenge to stability facing the Russian economy, one
that makes the United States especially uneasy. Putin’s relative popularity
and the stability he’s built in Russia have risen—and may fall—with oil
prices. Despite the revenue that oil brings to the Russian economy, Putin
faces limited, but growing, dissent as reforms begin to again hit Russians in
the pocketbook. If there is significant social dissent when oil is fetching
more than $60 per barrel, there is going to be an enormous problem for the
country when oil prices drop substantially toward a more stable equilib-
rium price. The price drop will come, since oil markets are cyclical. What
will happen to Putin’s popularity and Russia’s stability when the entire
J curve shifts downward?

It is a fine line for Washington to draw. The Bush administration talks
increasingly of supporting democratic values around the world, even in the
former Soviet states of Ukraine, Georgia, and Belarus. The Bush team
knows it can’t promote democracy in Russia’s traditional sphere of influ-
ence while ignoring Vladimir Putin’s authoritarian tendencies. On the
other hand, the White House wants to be supportive (even strongly sup-
portive) of a more sustainable economic plan for Russia, with greater pri-
vate-sector involvement in key economic areas and hopes for continued
Russian help on proliferation and War-on-Terror-related issues. If Wash-
ington pushes too hard, it risks driving Russia into closer strategic align-
ment with China, an outcome the White House very much hopes to avoid.

Putin’s Future

What of Putin’s personal plans? An important feature of governments on
the left side of the curve is that leaders become more important than the of-
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fices they hold. Saddam portrayed himself as the direct descendant of an-
cient kings. The Saudi royals claim to rule by divine right. Kim Jong-II
works hard at self-deification. Putin has repeatedly and publicly claimed he
has no intention of amending the Russian constitution to stand for a third
time. But in 2008, the Russian president will only be fifty-six years old.
Members of Putin’s cabinet and the governors whose careers he controls
will no doubt push him to stay on—in many cases for selfish reasons. Large
segments of the public may want that too.

Succession produces uncertainty. The higher a country moves up the
left side of the J curve, the greater that uncertainty. It isn’t surprising then
that Kim I1-Sung, Hafez Assad, and the Saudi royals would turn to family
members to ensure an easy transfer of power and legitimacy. After all, that’s
how executive power was transferred for much of human history in much
of the world. Yeltsin looked within his metaphorical “family” for a successor
he could trust. Putin will likely do the same—unless he decides to hold onto
power beyond his original mandate.

Were Putin to subvert the constitution in an attempt to stay in power
past 2008, it would be a disaster for Russia’s hopes of transitioning to the
right side of the J curve. If Russia can maintain its economic growth in
coming years, and if President Putin has ended the threats to central state
control from Russia’s oligarchs and regional bosses, there will be no reason
for him to deny Russians the chance to make their own political and eco-
nomic choices and to allow the country to move toward a pluralist society
whose stability comes from the openness of its political and economic life.
A reinvigorated Russia might move successfully through a period of uncer-
tainty and begin to climb the right side of the J curve toward political matu-
rity. Such a transition would require one thing Vladimir Putin may not have
in sufficient quantities: tolerance for political risk.

Geopolitically important states that move up and down the J curve, like
Iran, Saudi Arabia, and Russia, pose the greatest challenges for global polit-
ical and economic stability. If the political development of these states is ig-
nored by the outside world, they may descend fully into chaos or take
actions intended to avert catastrophe that are even more dangerous for the
world. If any of these states becomes unstable, nations that depend on oil
for their economic well-being—in other words, most of the world—will
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suffer serious consequences. Russian and Iranian instability could send nu-
clear technology and the scientists trained to develop it into the hands of
terrorists and profiteers.

Neither the United States nor any other nation (or group of nations) can
shepherd these countries through the dangerous transition from the left
to the right side of the curve. But they can craft a strategy designed to
strengthen forces within those countries to manage their own revolutions.
How that works is the subject of the next chapter.






CHAPTER FOUR

The Depths of the J Curve

And on the pedestal these words appear:
“My name is Ozymandias, King of Kings:
Look on my works, ye mighty, and despair!”
Nothing beside remains. Round the decay
Of that colossal wreck, boundless and bare,
The lone and level sands stretch far away.

—FroM “OzYMANDIAS,”
BY PERCY BYSSHE SHELLEY

here was a time when the world’s most stable governments adminis-

tered empires. The British, Ottoman, and Russian empires, among
many others, endured for centuries. But over time, as thought and values
evolved, even the works of Ozymandias came to sand.

All states on the left side of the ] curve are eventually headed for instabil-
ity and fundamental change, because repression and isolation from the out-
side world cannot be maintained forever. Every wall erodes. Over time, for
every repressive action, there is an equal and opposite reaction of resistance.
The most fully consolidated authoritarian regimes of history have all evolved
toward some degree of convergence with the broader currents of civilization
or collapsed under the weight of internal contradictions, largely because
they had no organic means of adapting to the evolution of human values.

It’s true that “globalization” is a centuries-old process and not simply a
late-twentieth-century phenomenon. But the speed at which ideas, infor-
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mation, values, goods, services, and people cross borders today is qualita-
tively different from the forces set in motion by Marco Polo or the
Hanseatic League. The pace of institutional change (and history) is quick-
ening. Men dreamed of flying for centuries. Human beings went from glid-
ing across the countryside for a few seconds to bouncing across the surface
of the moon in a matter of sixty-six years, a blink of an eye in human his-
tory. As the process of global change accelerates, today’s authoritarian states
have little chance of enduring as long as did the empires of the Bourbons or
the Romanovs.

The central question of this book is not “will tyrannies collapse?” As
noted in the foreword, the book is an attempt to address the following ques-
tions: How can we better understand the processes that destroy tyrannies
and nourish open governance? In an age when instability can produce nu-
clear terrorism, severe international economic disruption, and the transna-
tional movement of crime, refugees, drugs, and disease, how do we prepare
for the time when closed states go under? What role can the international
community play in helping these states manage their transitions toward
greater harmony with everything around them?

When a state hits the bottom of the J curve, it must quickly move in one
direction or the other or it will drop off the curve and cease to exist. That’s
because that country faces pulls in both directions. One side or the other
must win the tug of war or the rope will snap.

When Mikhail Gorbachev opened the Soviet Union via perestroika, he
created two opposing camps that pulled the Soviet state in opposite direc-
tions. By loosening state control on information and permitting limited
dissent, perestroika unleashed calls for sweeping change from the Soviet re-
publics and from within Russia itself. But he also unified conservative op-
position within the Communist Party and provoked calls to roll back
reform and to push the Soviet Union back up the left side of the curve.*

By 1991, only Gorbachev and his most loyal supporters believed the
Soviet Union could become a right-side state. Once the conservatives
launched a coup in August and sidelined the Soviet president, the battle for

*To obstruct the efforts of Communist Party conservatives to oust him, Gorbachev
arranged for the Supreme Soviet to elect him president of the USSR in 1990. The move was
intended to give the Soviet leader a power base outside the Party. Previously, the presidency
had been a ceremonial position.
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the USSR’s future became a fight between those who wanted to reconsoli-
date authoritarian power and those who wanted to pull the empire apart.
After the coup failed, Gorbachev tried unsuccessfully to keep the nation in-
tact. But with no move possible up either side of the curve, the centrifugal
forces of change pulled the country in a dozen different directions, and the
Soviet Union dropped off the J curve altogether.

To better understand how, when, and under what circumstances states
drop into the least stable sections of the ] curve, we turn to two other states
that have been there: South Africa and Yugoslavia. The former Yugoslavia
could not sustain the stresses of the descent down the left side of the curve
and came apart. South Africa survived the transition and emerged on the
right side of the curve.

SOUTH AFRICA

The passage from the left side of the J curve through the dip to the right
need not destroy a state as it destroyed Yugoslavia and the Soviet Union.
The end of apartheid South Africa and the emergence of stable, open gover-
nance in its place demonstrate that, under favorable domestic and geopolit-
ical circumstances and with the right leadership, a new and open state can
emerge from the old, closed one without new boundaries, civil war, or
chaos.

Some History

War gave birth to the Union of South Africa in 1910. Following the final
British defeat in 1902 of small bands of fierce but overmatched Afrikaners
(Dutch colonists who settled in the region in the late eighteenth century),
South Africa was formed from the unification of Cape Colony, Natal
Colony, the Orange Free State, and the Transvaal. To reconcile the two war-
ring sides, Britain gave the Afrikaners two things they wanted: relief from
war debt and a promise that black Africans would only be allowed to vote in
the British-dominated Cape Colony.

Institutionalized racism began in the new country with the 1913 Native
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Lands Act, which limited the land available for black ownership to areas to-
taling 7 percent of the new nation’s territory. But the system that came to be
known as “apartheid” was formally introduced only in the early 1950s by
the National Party government, which held power from 1948 until the end
of white rule in 1994. The National Party began to establish South Africa’s
place in the whites-only section of the ] curve in 1950 with the imposition
of the Group Areas Act, which formally divided regions of the country by
race. That same year, the Population Registration Act officially inaugurated
the racial classification of South African citizens. European slave-owners
had restricted the movement of blacks by forcing them to carry passes as
early as the 1760s. But the Pass Laws Act of 1952 forced all nonwhites over
the age of sixteen to carry a passbook that contained several pages of
personal information.* Similar internal passports have been used in the
former Yugoslavia and Soviet Union, China, and several other left-side-of-
the-J-curve countries. But in South Africa, only nonwhites were required to
carry the passes. The Separate Amenities Act of 1953 segregated most pub-
lic places.

Organized opposition to white rule is virtually as old as the nation. Black
South African activists formed the African National Congress (ANC) in
1912, and alongside dozens of other opposition groups, launched public
demonstrations, strikes, and other acts of resistance throughout the period
of whites-only government. In response to the introduction of modern
apartheid in the early 1950s, a number of these groups drafted and signed
the Freedom Charter in 1955, demanding respect for universal human
rights and an end to racial inequality. The state responded a few months
later by jailing 156 leaders and supporters of the ANC on charges of high
treason.t

* Passbooks contained an ID photo, fingerprints, employment history, government permis-
sion to travel in particular areas of the country, work aualifications, and reports from past
employers on the bearer’s personal conduct and work performance. If an employer was dis-
satisfied with a worker’s behavior, he could refuse to “endorse” his right to remain in the area,
in effect forcing the eviction of the worker and his family. Each year, tens of thousands of
blacks were arrested for crimes related to the Pass Laws. http://david.snu.edu/~dwilliam/
f97projects/apartheid/Laws.htm, among others.

+ Even under apartheid, the South African judiciary maintained considerable independence
from the National Party government. All 156 activists were eventually acquitted of all
charges, but only after they had served five years in prison.
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Following the Sharpeville Massacre in March 1960, in which govern-
ment troops killed 69 reportedly unarmed blacks protesting the Pass Laws,
the National Party government granted itself emergency powers, including
the right to hold citizens without trial, and formally banned the ANC and
many other opposition organizations. In response, the ANC moved under-
ground and formed a militant wing, Umkhonto we Sizwe (Spear of the Na-
tion). The radical group, of which Nelson Mandela was a founding
member, committed a number of acts which antiapartheid activists called
“sabotage” and the white government called “terrorism.”*

In response to fierce resistance to race-based law, the National Party gov-
ernment pushed South Africa further up the left side of the curve in the
1960s by intensifying the enforcement of apartheid. In addition, the state
tried to frustrate challenges to its rule through a program of “separate de-
velopment,” which divided black South Africans into “nations” (Bantu-
stans), which were organized around set-aside “homelands.” The state tried
to pacify black resistance to the program with promises that the homelands
would eventually gain independence from white rule.

The international isolation of South Africa began in earnest in May 1961
when, faced with condemnation from fellow members of the British Com-
monwealth, South Africa formally withdrew and proclaimed itself a repub-
lic. The following year, the United Nations General Assembly approved
Resolution 1761, which called on UN member states to break diplomatic
and trade relations with South Africa in order to end apartheid. In 1964,
South Africa was forced out of the International Labour Organization. In
1968, the General Assembly asked all member states and organizations “to
suspend cultural, educational, sporting and other exchanges” with South
Africa and with “organizations or institutions within the country that prac-
tice apartheid.” In 1974, South Africa was stripped of its seat in the UN Gen-
eral Assembly. In 1977, the UN Security Council unanimously adopted
Resolution 418, which imposed a mandatory arms embargo on the country.

At a critical moment in 1985, it appeared that South Africa might pub-
licly renounce apartheid. In what was billed as a “Rubicon speech,” mem-
bers of President P. W. Botha’s government told international journalists in

* Mandela was arrested in 1962. A year later, following the capture of other senior ANC lead-
ers—including Walter Sisulu—Mandela and Sisulu were sentenced to life in prison and dis-
patched to Robben Island.
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advance of his appearance before a provincial National Party congress that
the president was prepared to announce irreversible changes to South
Africa’s governance—changes that reflected a fundamental renegotiation
of power between blacks and the white minority government that would
begin the process of dismantling apartheid. But between the press leaks and
the actual speech, some of Botha’s senior political advisors warned him that
such an announcement would drive white conservative voters into the arms
of rival white nationalist parties. As a result, Botha stunned the journalists
gathered to hear his historic speech with a finger-wagging declaration of
defiance, in which the South African president reaffirmed the government’s
commitment to apartheid and warned the international community not to
“push us too far”

In essence, the government had been prepared to move South Africa
down the left side of the ] curve. But the fear such a move would end the Na-
tional Party government led Botha to abandon the plan and to try and ce-
ment the country’s place on the left. The immediate result was international
condemnation of the speech and a currency crisis, as a number of banks, led
by Chase Manhattan, refused to roll over some $14 billion in loans to the
government.*

The End of Apartheid

In the mid-1980s, the National Party’s battle with domestic antiapartheid
resistance came to a head. There were 469 strikes in South Africain 1984. By
1987, the number had climbed to 1,148—an average of more than 3 a day.’
While reliable figures are hard to come by, a number of credible press re-
ports suggest that thousands were arrested and held without charges be-
tween 1984 and 1988; thousands more were killed in political violence.
During the 1980s, the South African government’s struggle with exter-
nal opposition also reached a critical moment, as the sanctions movement
gathered momentum. While the United States was slow to join the interna-

* It’s worth mentioning that representatives of Chase Manhattan and other banks have ac-
knowledged their decision was primarily a business, and not a political, decision. After 1985,
South Africa looked increasingly like a bad risk, and commercial pressure on international
banks from shareholders opposed to apartheid reached critical mass.
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tional isolation of South Africa, the Treasury Department issued South
African Transactions Regulations in 1985, which prohibited loans to South
Africa by U.S. financial institutions. A year later, the Comprehensive Anti-
Apartheid Act ended trade in agricultural products and banned U.S. loans
to, and investments in, South Africa’s private sector.

African states added to the pressure. Liberation movements in Mozam-
bique, Zimbabwe, and Namibia became what they called “frontline states”
against apartheid South Africa. Tanzania, Algeria, Ghana, Zambia, and
Botswana provided material and financial support to the ANC and other
black South African political organizations.

By 1989, the leadership of the minority white government began to rec-
ognize that the costs of international isolation, protection from black anger
at home, and the stability of South Africa’s place on the left side of the
J curve could not be sustained. Even as Mikhail Gorbachev was leading the
Soviet Union into the most ambitious perestroika-inspired reforms, South
African President P. W. Botha entered into secret talks with the only man in
the country considered a legitimate representative of the black South
African majority, Nelson Mandela.

In September 1989, as left-side-of-the-curve states like Poland, East Ger-
many, and Czechoslovakia tottered on the edge of collapse and Yugoslavia
faced civil war, F. W. de Klerk—who had become president after Botha suf-
fered a stroke—released opposition leader Walter Sisulu and several other
antiapartheid fighters from prison.

On February 2, 1990, de Klerk lifted the ban on the ANC and several
other black African parties. Nine days later, exactly thirty days before the So-
viet Congress of People’s Deputies abolished the Communist Party’s consti-
tutional monopoly on power, Nelson Mandela emerged from his prison cell.

On March 18, 1992, less than three months after the collapse of the So-
viet Union, a referendum was held in which white South Africans were
asked to decide the country’s future. Nearly 70 percent of them voted to end
apartheid and for the construction of a power-sharing multiracial govern-
ment. In 1993, a government of national unity was formed that combined
members of the old regime and representatives of the African National
Congress. Twenty-one political parties approved an interim constitution.

South Africa held its first democratic elections in 1994. Nelson Mandela
was elected president. De Klerk and the ANC’s Thabo Mbeki were chosen
deputy presidents.
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The Closed Politics and Economics of Apartheid

Any political system in which 80 percent of citizens cannot vote is, by defi-
nition, a closed, left-side-of-the-J-curve government. In order to maintain
that system and to protect itself against the black majority, the white South
African government often resorted to brutality and violence. Political pris-
oners were held indefinitely without charges and, over the apartheid pe-
riod, 169 of them were hanged. Police death squads secretly tortured and
murdered many more.*

As in other countries that are stable only because they are closed and re-
pressive, National Party leaders went to extraordinary lengths to control
national and local media and South Africans’ access to information. The
South African Press Council had the power to fine newspaper editors who
violated the regulations of emergency rule. The state arrested and held
dozens of reporters and editors, often without charges, and shut down
newspapers that published politically embarrassing stories. It regularly ex-
pelled or denied entry visas to uncooperative foreign journalists and
banned all non-state-controlled coverage of illegal political organizations
and their leaders. Government-run media rarely acknowledged demon-
strations, protests, and strikes. All political news came from the state-
controlled Bureau of Information. Following the Publications Act of 1974,
a Publications Control Board censored books and movies that contained
unacceptable political content. According to “Jacobsen’s Index of Objec-
tionable Literature,” apartheid regulations banned everything from
T-shirts to leaflets to cigarette lighters with political inscriptions—danger-
ous threats all to South Africa’s national security.

In addition, South Africa had an extensive security apparatus made up
of both legally established and secret elements. The government had vari-
ous legal means and clandestine resources for spying on civilians; organiz-
ing vigilante attacks on opposition groups; intimidating, torturing, and
even killing black South Africans; and legally carrying out violent attacks by
police on demonstrations and other unauthorized public gatherings. Gov-
ernment attempts to protect the apartheid system were not limited to do-

* A significant amount of the violence of the period was black-on-black, although some of it
was induced by the apartheid government. Divisions among blacks made it more difficult
for the ANC to rally the entire black population against apartheid.
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mestic policy. South Africa occupied what is now Namibia and sought to
destabilize unfriendly governments in Zimbabwe and Mozambique that
supported antiapartheid groups.

International political and economic isolation forced the South African
government to become as self-reliant as possible. As we’ll see, South Africa’s
efforts at self-sufficiency paid some dividends in the development of partic-
ular economic sectors, but overall, the progressive effects of sanctions and
the costs of enforcing apartheid became as prohibitively expensive for
South Africa as extreme economic inefficiency was for Yugoslavia and the
Soviet Union.

As dozens of foreign governments and nongovernmental organizations
imposed sanctions, South African economic growth began to stagnate. By
the mid-1970s, the cost of imported oil was skyrocketing and the price of
gold—of which South Africa provided almost 60 percent of the world’s
supply—was falling. Gold prices rebounded to help South Africa out of a
recession in 1976, but a series of droughts in the early 1980s pushed agricul-
tural output lower. Over the course of the 1980s, GDP grew at an annual
rate of just 1.5 percent, and living standards dropped by 10 percent. The
economy actually contracted in 1991 and 1992. The combination of in-
creased violence within the country, the high cost of repression, and the im-
possibility of economic self-sufficiency convinced President F. W. de Klerk
that fundamental change was required if South Africa was to avoid chaos
and possibly civil war.

How Did South Africa Survive the Transition?

Just as Mikhail Gorbachev came to see that the two extremes of the new So-
viet politics were headed in opposite directions at high speed, de Klerk and
Mandela understood that black and white South Africans needed one an-
other and that they had to manage South Africa’s transition in concert if
disaster for both sides, and for the country, was to be averted.

In the Soviet Union in 1990, neither the Communist conservatives nor
the democratic reformers needed Gorbachev. Conservatives knew they
could never again trust him to protect party interests, and they feared that
every day of his reforms deepened the Union’s crisis. Liberal reformers no
longer needed Gorbachev because he had freed them to act on their own.
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The interests of Soviet conservatives and democratic reformers were dia-
" metrically opposed.

In South Africa, on the other hand, blacks and whites each had much to
gain from a successful transition from minority to majority rule. Black
South Africans finally had the opportunity to claim ownership of their
country. From whatever tribe, “nation,” political party, or region, blacks had
been laboring for decades to assert themselves in the country’s political life.
The opportunity to negotiate their way toward a new South Africa, one gov-
erned by a black president and served by black ministers, encouraged them
to accept substantial sacrifice and compromise as they established the new
nation and sought recognition and support from the international com-
munity.

Black leaders also knew they needed the political cooperation and eco-
nomic contribution of white South Africans. They understood that the
apartheid system of Bantu education, which provided virtually no instruc-
tion in mathematics or science, had ill prepared blacks for the work that
twenty-first-century economic challenges would demand. And they under-
stood that, if white South Africans emigrated in droves, they would take
their wealth with them. Keeping that wealth in the country and winning
new foreign investment through sound fiscal and monetary management
meant keeping white bureaucrats and financial managers in South Africa,
since black South Africans had been excluded from jobs that would have
given them the experience necessary to run the government and economy
on their own.

The white minority government was willing to negotiate its way out of
power for several reasons. First, they recognized that the change to majority
rule was inevitable. Whether through violence or negotiation, the remaking
of South Africa was coming. Better, they reasoned, to strike a favorable deal
than to be shoved aside and left with nothing.

Second, de Klerk’s government finally accepted that neither partition of
the country nor the creation of independent homelands would ever satisfy
black South Africans. The former South African president has since de-
fended the idea of partition by noting that “this is what happened in
India/Pakistan; in Malaysia/Singapore; in Czechoslovakia. It is what would
happen with the disintegration of the Soviet Union and Yugoslavia; and it
became the universally recommended solution for Israel/Palestine.”” Leav-
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ing aside the wars fought between India and Pakistan, the Yugoslav blood-
bath, and the inability of Israelis and Palestinians to reach a “two-state solu-
tion,” black, Asian, and mixed-race South Africans firmly and consistently
rejected these proposals, not least because the black majority (78 percent in
the early 1980s) had only been allocated 13 percent of South Africa’s land.

Third, the apartheid elite was fiercely anti-Communist. But the fear that
a black South African government would allow the Soviet Union to estab-
lish a dangerous influence in the country died with the end of Communism
in Eastern Europe and Russia. The end of the Cold War and the discrediting
of socialism encouraged whites to believe that, if a new black government
opened the country to unprecedented levels of foreign investment and
trade, and allowed the white business community to keep its assets, the
white elite could keep their wealth and earn a lot more following the lifting
of sanctions. In negotiations over South Africa’s transition to majority rule,
Mandela assured de Klerk he accepted the need for responsible fiscal and
monetary policies and openness to foreign direct investment.

Fourth, the promise of a Truth and Reconciliation Commission with the
authority to amnesty virtually anyone accused of apartheid-era crimes
meant that wholesale, and possibly violent, black retribution for the sins of
the past could be avoided, since amnesty required those who committed
such crimes to freely confess and to accept moral responsibility for them.*
Further, most white South Africans had no obvious place to go. They were
of European descent—mainly Dutch and British—but considered them-
selves thoroughly African. The families of most white South Africans had
lived in Africa for many generations and were no more “European” than are
Americans or Australians whose ancestors arrived from the Old World in
the eighteenth or nineteenth centuries.

In short, the white elite had a choice: continue to try to hold on to mi-
nority control of a government it knew it would eventually lose, possibly in
a bloodbath, or accept the status of privileged and wealthy minority in a so-
ciety that might soon become more prosperous than ever, thanks to the end
of international isolation. White minority rule thus became black majority

* For more on the Truth and Reconciliation Commission, here is its official Web site:
http://www.doj.gov.za/trc.
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rule in South Africa in 1994, and the new government quickly charted a
course for the right side of the J curve.

Why did Nelson Mandela choose stability based on openness over a sta-
bility based on tight control of the population and its environment? Why
did he choose to move South Africa from the bottom of the J curve toward
the right? Because domestic and international circumstances reinforced
South Africa’s stability, because the historical moment that immediately
followed the collapse of the Warsaw Pact and Soviet Union favored the
choice of democracy and market economics, and because Mandela was a
visionary leader.

First, when revolutionary change occurs, the new government’s chances
of survival are enhanced if the rest of the world welcomes the change. The
1917 Bolshevik Revolution, like the French Revolution, produced a new
regime whose very existence threatened the international status quo and
the world’s other great powers. The Soviet Union survived early attacks by
hostile countries mainly because the great powers were otherwise engaged
in the end of, then recovery from, the First World War. The black govern-
ment of South Africa, on the other hand, was warmly welcomed by nearly
every government in the world, many of whom were anxious to demon-
strate that the age of colonialism was truly dead and that they were commit-
ted to the promotion of democratic change in Africa.

Second, the received wisdom in 1994 was that socialism had died with
the Soviet Union and that an embrace of liberal economics was the key to
future prosperity. Communist governments in Eastern Europe and the for-
mer Soviet Union had collapsed. Socialism’s record in Africa was abysmal.
The so-called Washington Consensus represented an intellectual conver-
gence around a particular set of economic principles: fiscal discipline;
investment in physical and educational infrastructure; tax reform;
liberalization of trade, interest rates, and rules concerning inflows of for-
eign investment; a competitive exchange rate; privatization; lifting of barri-
ers to market entry and exit; and secure property rights.* The accepted
means by which a developing country made progress toward the Wash-
ington Consensus goals was “shock therapy.” Even in Russia, many were
willing to endure shock therapy as the best means to reach Washington
Consensus—based policies, because the Asian financial crisis, still three
years away, had not yet called the consensus into question.

Third, Nelson Mandela had enormous reserves of political capital with
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which to ask South Africans for the sacrifices implicit in these reforms.*
Twenty-seven years as a political prisoner, his refusal to accept early release
in exchange for political half-measures, his charisma and personal warmth,
his reputation for integrity, and the optimism of his political vision for
South Africa enabled him to ask the electorate for sustained sacrifices im-
possible in virtually any other multiparty system. And South Africans were
ready to accept hardship, in order to demonstrate their black government
could survive, prosper, and win international respect.

The Asian financial crises, and the fallout they produced all over the
world, shook the faith of many in developing nations in the wisdom of
globalized liberal economics. The lessons these financial disasters taught
the South African government, however, were the opposite. The ANC gov-
ernment saw capital flight from Thailand, Russia, Argentina, and elsewhere.
Determined to avoid this fate, the South African government maintained a
disciplined fiscal and monetary policy to an extent possible only in a state
whose rulers enjoy enormous political capital. During the financial crisis,
South Africa never imposed capital controls, despite sharp drops in the
rand, the nation’s currency.

How Stable Is South Africa’s Place on the Right Side of
the | Curve?

From the beginning of democracy in South Africa, Nelson Mandela per-
suaded the left wing of his ruling coalition—the Congress of South African
Trade Unions (COSATU), Communists, and leftists within the African Na-
tional Congress—that conservative fiscal and monetary policies were
needed to attract foreign investment and to create stability and prosperity.
South Africa, Mandela argued, must build a stability based on openness to
the prevailing economic trends in the outside world.

One result of that choice—and of the lifting of sanctions—is that South
Africa’s gross domestic product has grown from an average of 0.9 percent
per year over the last decade of apartheid to 3.2 percent over the first decade

* How much political capital did Mandela have in 19942 Virtually no one, either in South
Africa or anywhere else, had political incentive to criticize his presidency. Of how many
twentieth-century leaders can that be said?
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of democracy. Between 1993 and 2003, GDP grew from $130 billion to over
$200 billion. South Africa’s budget deficit remains a responsible 1.5 percent
in 2005—better than in the United States and every country in the Euro-
pean Union. The feared massive capital flight following the end of white
rule never materialized. By not abandoning the country en masse, the white
corporations that stayed behind gave the Mandela government a vote of
political and economic confidence.

But current President Thabo Mbeki has less political capital to spend
than Mandela did. The winner of the 2008 presidential election will, in
turn, have less political capital than Mbeki. Black South Africans were asked
to be patient with economic reform and to make an investment in their
country’s future through short-term sacrifice. More than a decade after the
fall of apartheid, most black South Africans are still waiting for their re-
ward. If they don’t get it, and if the continuing economic divisions between
blacks and whites are not narrowed, South Africa’s stability will likely be
compromised. The government-managed redistribution of land from
whites to blacks—which has done enormous damage to the stability of
Zimbabwe—could become a central issue in future South African elec-
tions.

In addition, Mandela’s disciplined fiscal and monetary policy and his re-
fusal to sharply increase social spending helped reinforce the division of the
South African economy into a white-dominated “first-world economy” and
a black “third-world economy.” Ongoing austerity measures have had op-
posite effects on the two internal markets. The wealthy, educated, and
mostly white “first-world economy” has rebounded from apartheid-era
isolation, while most of the black, less-educated, and poor “third-world
economy” has sunk further into poverty and frustration.

In part, Mandela accepted “shock therapy” because it seemed to be pay-
ing dividends among the former Communist states of Eastern Europe. But
wealth gaps in the former Warsaw Pact countries were, to some extent,
based on a divide between urban and rural populations. Poorer citizens in
those countries could hope to find relief from economic misery by simply
moving to the nearest city. In South Africa, the division was not between
city and country but between white and black. Largely because of the differ-
ences in their respective levels of education, even when the South African
economy turned the corner, GDP growth reached 3.5 percent, and white
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unemployment dropped to 5 percent, black unemployment remained
around 40 percent.

The shift from labor-intensive productivity, for which black South
Africans were trained during apartheid, toward growth in the service sec-
tors further widened the income and employment-rate gaps between
whites and blacks. The apartheid-era closed economy ensured that every
asset, including the black labor force, had to be utilized. But since the end of
apartheid in 1994 and the increased trade liberalization of the economy,
mining and agriculture—industries in which most blacks were em-
ployed—have declined as a percentage of GDP. The service sector’s share of
total output jumped from 51 percent in 1983 to 65 percent in 2003. The
structural shift from manufacturing to services has therefore threatened to
create a permanently unemployable class of blacks, who remain of little use
to the banking, telecommunications, and other service sectors. Ten years
after the end of apartheid, blacks still make up less than 5 percent of all
qualified engineers in the country. Despite modest improvements in public
housing, apartheid shantytowns like Alexandra in Johannesburg, Langa in
Cape Town, and Soweto outside Johannesburg, continue to exist, and con-
ditions in a number of them seem actually to have worsened.

In March 2003, President Mbeki unveiled a plan to address the continu-
ing disparity. A program called “black economic empowerment” awarded
grants to help black South Africans build new businesses and created a set
of “scorecards” to measure black ownership and management of businesses
across different economic sectors. The project has created a few black mil-
lionaires. But it has not been as popular among blacks as some might have
expected, because most of the beneficiaries are believed to be ANC officials
and their well-connected friends.

Today, the constituencies most supportive of economic openness—
President Mbeki, moderates within the ANC, the corporate community,
and the new black elite—continue to back trade liberalization, economic
austerity, and tight fiscal and monetary policy. Their opponents include
leftists within the ANC, labor unions, and the majority black rural, and in-
creasingly urban, populace. More and more, Afrikaners (and white small-
business owners in particular) whose profit margins have come under
considerable pressure from Chinese imports, are also aligning against eco-
nomic openness.
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As long as the ruling ANC is able to provide poor black and Afrikaner
communities with needed social services and hope for better economic op-
portunities, it can continue to pursue openness. But Mbeki’s economic
policies are losing popular support. The 2008 presidential election, in
which Mbeki will not be eligible to seek reelection, may well turn on these
economic issues. If the ANC nominates another centrist, the Congress of
South African Trade Unions, currently part of the ANC’s ruling tripartite
alliance with South Africa’s Communists, may well end the traditional
strategic partnership and form a leftist black opposition movement intent
on pursuing more protectionist, and less fiscally conservative, economic
strategies. A dozen years after the end of apartheid, it appears the centrists
have nearly exhausted their political capital. Recent strikes, rising urban
crime, and a few cases in which blacks have seized white-owned land make
clear that patience with calls for sacrifice is running out. It also demon-
strates that, just because a country has begun a climb up the right side of the
J curve, there is no guarantee it won’t slide back toward instability.

Policy

What role did the international community play in South Africa’s shift
from the left to the right side of the ] curve? Some argue that multilateral in-
ternational sanctions brought down the apartheid government. Others
suggest sanctions were incidental to National Party decision-making and
that South Africa’s internal pressure for change should receive full credit for
the end of whites-only rule. Still others have devised complicated formulas
for dividing credit between these and other historical factors.

These debates miss the point. International sanctions and the pressure
for change from within South Africa worked together to move the nation
toward democratic reform. They had a cumulative effect that eventually
brought the country into the dip in the J curve. From there, the interna-
tional community and the new ANC government worked together to build
a new South Africa whose stability was based on openness to the political
and economic influences of the outside world.

Multilateral sanctions played a critically important role. They didn’t
single-handedly bring the National Party to the negotiating table with the
African National Congress—much less end apartheid. But without them,
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South Africa’s white leadership might have fended off pressure for change
indefinitely, and opposition leaders would have been deprived of useful ne-
gotiating leverage. Sanctions legitimized resistance groups within the
country and forced the National Party to pour increasingly precious re-
sources into apartheid’s enforcement. In the end, sanctions did not bank-
rupt the country, but they did make the maintenance of a closed, repressive
system more expensive than the privileged status that minority whites
discovered they could enjoy in the new South Africa. Sanctions tightly re-
stricted the country’s access to export markets, foreign capital, and, cru-
cially, to the new technologies on which information-age economic growth
is based. Sanctions lowered South Africa’s entire ] curve. But because Nel-
son Mandela and the African National Congress stood ready to inherit the
South African government and had the popular legitimacy to do so without
social upheaval during the transition, the country survived the depths of
the curve in one piece.

The ANC and other antiapartheid groups used the sanctions to force the
South African government to lift its ban on nonwhite political parties. Then
they used them to free Nelson Mandela, Walter Sisulu, and others from
prison. Once these concessions began to produce momentum for further
change through greater domestic and international pressure, the ANC used
the leverage that came with sanctions to negotiate a new constitution and a
power-sharing government.

By 1992, white South Africans were overwhelmingly ready for change.
When white voters went to the polls on March 17, it was to answer the fol-
lowing question: “Do you support continuation of the reform process
which the State President began on February 2, 1990 [when the government
lifted the ban on the ANC and other groups], and which is aimed at a new
constitution through negotiation?” A number of white owners of large
South African businesses, exhausted by sanctions, spent considerable sums
on an advertising campaign urging a yes vote. Amid very high voter
turnout, 68.6 percent voted yes. Following two more years of negotiations
between the National Party leadership and the ANC, apartheid died. The
international community was quick to embrace the new South Africa. De
Klerk and Mandela were each awarded the Nobel Peace Prize. South Africa
was readmitted to the British Commonwealth and regained its seat in the
UN General Assembly after a twenty-year exile.

It is a central thesis of this book that sanctions often produce the oppo-
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site of their intended effect, and that closed states should be opened as far as
possible to the integrationist, dynamizing effects of globalization. But
South Africa is an exceptional case. Kim, Castro, and Saddam have wel-
comed sanctions, because they wanted their states isolated. They needed
isolation to maintain virtual monopoly control of wealth, information, and
coercive power within their countries. South Africa, on the other hand,
never wanted isolation. In the 1950s, the National Party leadership hoped
the international community would accept or simply ignore apartheid. As
political violence in the country intensified in the early 1960s, and as it be-
came clear the international community would not accept institutionalized
racism in the postcolonial world, South Africa’s leaders began a three-
decade search for some separatist arrangement—through partition or the
establishment of independent black “homelands”—to regain international
acceptance and to escape sanctions. In the end, neither the black opposition
nor the international community accepted those solutions either.

Sanctions, even in South Africa, were never as effective as those who im-
posed them intended. Through a variety of means, South Africa found ways
to diminish some of the sanctions’ worst effects. Through the National
Party’s resourcefulness, the apartheid regime resisted the most destabilizing
effects of globalization’s pull for more than four decades. In response to
OPEC’s 1970 oil sanctions, the government invested large amounts of its re-
sources in Sasol, the national coal company. As a result, Sasol became a
world leader in extracting oil from coal and the center of a robust petro-
chemical industry. The South African government further offset the oil
embargo’s worst effects by continuing to buy oil from Iran, at least until the
Islamic revolution in 1979. The UN arms embargo forced South Africa to
develop a world-class weapons-production capacity. By the 1980s, South
Africa had one of the world’s largest armaments industries and earned sub-
stantial revenue through arms exports.

Further, U.S. sanctions were never as effective as American anti-
apartheid activists hoped, because the legislation that created them was
vaguely worded, and because the Reagan and Bush administrations were
never fully committed to vigorous enforcement of them.

Yet, even E. W. de Klerk, who rejects the argument that sanctions forced
the end of apartheid, has acknowledged that sanctions had a significant im-
pact on South Africa’s apartheid leadership. “There is . .. no doubt that
sanctions seriously harmed and distorted the South African economy,” he
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wrote in 2004.* South Africa’s real GDP grew by only 4.7 percent during the
period from 1981 to 1987; the population grew by 2.5 percent a year during
that six-year period. The result was a 10 percent fall in per capita income—
and therefore living standards.’

South Africa’s economy sustained its worst damage from the decision
by several international banks to call in their loans in 1985. In addition,
nongovernmental antiapartheid organizations raised the costs and risks
of business relations with South Africa by forcing corporations to factor
politics into their economic calculations and by challenging corporations
who still did business with the apartheid regime with “boycotts, stock
divestments, shareholder activism, and through persuading state and
local governments to link municipal contracts to withdrawal from South
Africa”*

Why did sanctions help move South Africa toward openness when they
have done the opposite in so many other countries? Apartheid-era South
Africa was hardly a liberal democracy, but unlike North Korea, Cuba, or
Saddam’s Iraq, it did have a functioning multiparty electoral system
(though it only included whites) and a leadership willing to negotiate in
good faith with foreign governments. South Africa’s apartheid leaders never
sufficiently consolidated the state’s authoritarian character to push the
country all the way up the left side of the J curve. And much of South
Africa’s white elite accepted the idea that a peaceful transfer of power was
possible. Just as Gorbachev was unprepared to use all necessary violence to
preserve the Soviet Union, the National Party leadership was not willing to
fight to the death to preserve the whites-only government. Further, white
South Africans were the descendants of Europeans. While Kim, Castro, and
Saddam have worked overtime to antagonize Western leaders, few South
Africans took pride in their country’s image in the West as a social and cul-
tural pariah. In other words, apartheid-era South Africa remained open
enough that multilateral international sanctions could influence national
political policy.

In the end, the National Party was willing to negotiate itself out of power
precisely because its leaders and most influential constituents knew that ac-
ceptance of a black government and reengagement with the outside world
would be less risky and more profitable than further attempts to sustain the
unsustainable. And South Africa reemerged intact because the African Na-
tional Congress was well prepared to form a stable government.
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There is no guarantee that stable governance will continue as South
Africa develops. Divisions within the ruling elite ahead of the 2008 presi-
dential election threaten to deepen as progress lags toward a postapartheid
reapportionment of South Africa’s wealth. The United States has an oppor-
tunity to demonstrate that it recognizes the importance of South African
stability for the entire region. The implementation of economic policy, in
particular, can be based on an acknowledgment that South Africa’s political
stability depends on the ANC government’s efforts to address the gap be-
tween rich and poor. Support for the country’s economic stability is sup-
port for its political stability.

Nelson Mandela’s place in South African history is well established. But it
should also be noted that Mandela’s role in South Africa’s survival demon-
strates that individual leaders—those who are remarkable for their ability
to unite or to divide a nation—make choices with enormous implications
for a state’s direction on the J curve. Mandela’s courage, integrity, and wis-
dom are deservedly well documented. But it is the legitimacy he provided
the new South Africa that made an enormous difference in the country’s
ability to survive the transition from the left to the right side of the curve.
He was a unifying figure. Arguably, he was the only unifying figure in South
Africa.

Perhaps his survival and the popularity he enjoyed when he eventually
emerged from prison are an accident of history. But as a symbol of resis-
tance and then as president, his career perfectly illustrates how one man can
play an enormous role in shaping his country’s future. We now move to Yu-
goslavia and see how two citizens of that country played disproportionate
roles in defining a quite different future: Josip Broz Tito and Slobodan
Milosevic.

YUGOSLAVIA

Following South Africa’s safe passage through the depths of the J curve and
its emergence as a right-side-of-the-curve state, thousands of South African
citizens faced a day of reckoning before the Truth and Reconciliation Com-
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mission in Cape Town. Nearly 1,200 received amnesty for apartheid-era
crimes. More than a hundred citizens of the former Yugoslavia have had
their day in court as well. But those ongoing trials take place before a war-
crimes tribunal in The Hague.* South Africa has successfully established
political, economic, and social stability based on engagement with the in-
ternational community and openness within its borders. Yugoslavia no
longer exists. Why do some states fail once their closed societies are opened?
Why did Yugoslavia explode into war and fall completely off the J curve?

The conventional view is that Yugoslavia, like Iraq and many other states
founded in the early twentieth century, was a poorly conceived creation that
forced peoples who hated one another to live together in imposed harmony.
According to this interpretation, the southern Slavs have been warring since
the Middle Ages, and only the authoritarian rule of Josip Broz Tito re-
strained the region’s warring ethnic and religious groups and enforced
order. When Tito died in 1980, so the argument goes, it was inevitable that
the state would quickly fall into violent chaos. A Google search combining
“Yugoslavia” and “ancient hatreds” produces thousands of hits.

Like most conventional interpretations, this one is based on elements of
truth but is ultimately a vastly oversimplified view of a region with a com-
plicated history.

The First Yugoslavia

Before the collapse and the beginnings of war in 1991, Yugoslavia was es-
sentially a federation of six republics (Serbia, Croatia, Bosnia-Herzegovina,
Slovenia, Macedonia, and Montenegro) and two autonomous provinces
(Vojvodina and Kosovo). Each of these regions was, to one degree or an-
other, a complicated melting pot of national and ethnic minorities. (See
map of Yugoslavia 1990 on page 168.) Contrary to much of the nationalist
mythmaking of the 1980s from within all these ministates, the various peo-
ples of Yugoslavia are not natural enemies. Serbs and Muslims lived to-
gether for more than four centuries as subjects of the Ottoman Empire.
Croats were subject to rule by the Habsburgs for nearly as long. Thus, for
half a millennium, the peoples of the future Yugoslavia were pitted not

* Former Serb leader Slobodan Milosevic died in The Hague in March 2006.
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against one

another, but against their respective imperial overlords. It’s true

there are important religious and ethnic differences among the peoples of

the former

Yugoslavia. Most Serbs, Macedonians, and Montenegrins are

Orthodox Christians. Croats and Slovenes are historically Catholic. Most
Bosnians and the vast majority of Kosovo’s ethnic Albanians are Muslims.
But the Slav identity of most of Yugoslavia’s peoples united many of their
most influential thinkers against domination by outsiders from the early

nineteenth century. The natural rivalry among Yugoslavia’s ethnic and reli-

gious groups actually dates from the period between the two world wars,

following the creation of Yugoslavia as a unified state.
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The “first Yugoslavia” was formally established on December 1, 1918, as
“The Kingdom of Serbs, Croats, and Slovenes” and encompassed virtually
the same lands and peoples that made up Yugoslavia through the 1980s.
The enmity that would later divide Yugoslavia’s peoples grew from the fact
that the kingdom’s creation was essentially a forced marriage of Serbs and
others who had fought on the winning side of World War I with the Croats,
Slovenes, and other groups who had been subjects of the defeated Habs-
burg Empire. When the kingdom was formally established, Serbia’s inca-
pacitated King Peter became the titular head of the new state. His son
Alexander ruled as his regent.

From the beginning, the victorious Serbs dominated the kingdom.
Serbia’s governing institutions became the new kingdom’s political struc-
ture. The Habsburg bureaucracy that governed Croatia and Slovenia was dis-
mantled. Although Serbs did not and have never formed a majority of
Yugoslavia’s population, the provisional cabinet created to govern the king-
dom in advance of a new constitution was made up of thirteen Serbs, four
Croats, two Slovenes, and one Muslim.” A number of Serb leaders, including
those who lived among the Serb minority populations within Croat,
Slovene, and other territories, used their influence in the newly unified king-
dom to push for a centralized state that would promote the concept of a
“Greater Serbia.” Serbs dominated the national police and security forces,
even in non-Serb provinces. In the name of monetary union, the four sepa-
rate currencies that had been in circulation before 1918 were replaced with
a single currency: Serbia’s. Habsburg crowns were shipped in large quanti-
ties to Belgrade, Serbia’s capital, and were used to pay much of Serbia’s war
debt. In essence, much of Croatia and Slovenia’s wealth was transferred to
Serbia as a kind of “war reparation.”® To the First World War’s victors went
the spoils.

At the same time, if Serbs dominated political and economic decision-
making in the kingdom, Croats must accept part of the blame. Of the
kingdom’s non-Serb peoples, only Croats might have had the influence
within the state’s young parliament to bring balance to policymaking. But
Croat leaders boycotted much of the process by which the kingdom’s first
constitution was written. Once that constitution was ratified in 1921, Croat
members of parliament were left to obstruct any meaningful legislation
that might have brought balance and coherence to the kingdom’s political
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and economic affairs.* As a result, the marriage of the war’s winners and
losers produced a Balkan state divided against itself.

In December 1928, frustrated by the parliament’s inability to give the
kingdom a sense of political direction, King Alexander (crowned in 1921
following the death of his father) decided that a push up the left side of the
] curve could bring stability to his troubled kingdom. He dissolved the par-
liament, established himself as a virtual dictator, and renamed his country
“Yugoslavia.” In 1931, he introduced a new constitution that centralized
power in the monarch’s hands.

In the process, Alexander alienated all of the country’s groups. Serbs
feared their influence would be diminished as Croats and other non-Serbs
were appeased in the name of unity. Non-Serbs suspected that Alexander (a
Serb himself) would attempt to accomplish by force what he could not by
parliament—a Greater Serbia.

Croat resistance to Serb domination grew over the kingdom’s first de-
cade, and, soon after the imposition of dictatorship, the most extreme of
Croatia’s nationalists formed the Ustasa-Croat Revolutionary Organiza-
tion, essentially a fascist terrorist group.t Alexander forced the Ustasa to
flee to Italy, where it was welcomed by Benito Mussolini. In 1934, a Ustasa
member assassinated King Alexander during a visit to France and plunged
the kingdom into instability.

Alexander’s son was not yet a teenager, so Alexander’s cousin Paul
assumed the throne. The new king recognized that, if Yugoslavia were to re-
build its stability, Croats had to be granted meaningful political conces-
sions. In 1939, he granted Croatia status as an autonomous province within
the kingdom. The move further heightened tensions between Croats and
Serbs (who saw their hopes dashed of a Serb-dominated state) and other
territorial groups who resented Croatia’s special status.

The arrangement was short-lived. Knowing Britain and France had no
interest in protecting the Balkans from a newly aggressive Germany, Paul

* That same scenario may be playing out again in post-Saddam Iraq. Despite their higher-
than-expected turnout for December 2005 elections, the chances that Sunnis will adopt
the same strategies of boycott and obstruction in the new Iraq’s governance process are in-
creasing.

t Ustasa is the Serbo-Croat word for insurgent.
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reluctantly agreed to limited accommodation of Adolf Hitler. Belgrade and
Berlin signed trade deals, and limited military cooperation followed. A
group of disgruntled Yugoslav military officers then launched a successful
coup against Paul. Britain and France applauded. Hitler invaded. Serbia
would never again enjoy the dominance over the other peoples of Yu-
goslavia provided them by victory in the First World War.

World War I1

By the time Serb nationalism became a potent force in the 1980s, a simplis-
tic portrait of Yugoslavia’s World War II experience had gained currency.
Unaware of the history, many in the West have accepted the view that the
war years can be reduced to a battle between Nazis with their Croat allies
and antifascist Serbs fighting alongside the Allies. In reality, the conflict in
the Balkans during the early 1940s was one in which the most virulent na-
tionalists among Serbs, Croats, Muslims, and many other groups fought
out the political battles of the early twentieth century by other, far more vi-
olent, means.

There was very little Nazi military presence in the Balkans after 1941.
Not wanting to waste troops and resources that were needed inside the So-
viet Union, Hitler left the administration of Yugoslavia’s various provinces
to others. He established a puppet government in Serbia and gave control of
most of the rest of the country to his Hungarian, Italian, and Bulgarian al-
lies. Crucially, Hitler set up members of the Ustasa in power in the Croatian
capital of Zagreb. Most Croats believed Hitler would lose the war and there-
fore had refused to back him. But by establishing Ustasa’s terrorists in
power, Hitler inadvertently unleashed a series of battles within Yugoslavia
and undermined stability in the Balkans.

The Ustasas initially enjoyed limited popularity in Croatia.* Many of the
Ustasa leaders came from areas of Croatia and Herzegovina most disadvan-
taged by Serb dominance of the kingdom, and sought to boost their legiti-
macy among Croat nationalists by beginning a bloody assault on the nearly

* The autonomous province of Croatia contained much of the land that is today within the
borders of Bosnia-Herzegovina.
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2 million Serbs and hundreds of thousands of other non-Croats living
within Croatia’s borders. The Ustasa plan was simple: kill as many Serbs as
possible, drive more of them from Croatia, and convert the rest to Catholi-
cism.* In the summer of 1941, concentration camps were established and
entire Serb villages were massacred. As Christopher Bennett noted in his
book Yugoslavia’s Bloody Collapse, inside the concentration camps, “there
were no gas chambers, nor were the Ustasas willing to waste bullets on their
victims. Instead, death was by beating, starvation, and knives.”* Hundreds
of thousands died in the Ustasa camps, most of them Serbs. The mass
killings provoked violent reprisals against Croats, particularly by Serbs and
Muslims.

During the war, two important military figures emerged as threats to fas-
cist control in the region: Draza Mihailovic (a dedicated royalist and Serb
nationalist) and Communist insurgent Josip Broz Tito. Mihailovic and his
guerilla fighters, known as Cetniks, enjoyed support among many Serbs, es-
pecially those who favored a postwar restoration of the monarchy. Tito’s
Communist Partisans, on the other hand, drew support from among all the
region’s religious and ethnic groups. When Italy surrendered in 1943 and it
began to appear that Germany would lose the war, Mihailovic and Tito’s
forces increasingly targeted one another. In the end, Tito proved the better
political and military tactician, and the appeal of a transnational Commu-
nist ideology trumped the narrow nationalisms of Mihailovic and others
who resisted the coming imposition of Communism as long as they could.

As early as November 1943, a meeting of antifascist insurgents estab-
lished that, once Yugoslavia had expelled the Nazis and their sympathizers,
a new Yugoslavia would establish a Communist state made up of the six re-
publics and the autonomous region of Kosovo and autonomous province
of Vojvodina. As World War II ground to a halt, Tito’s forces, made up
mainly of peasants from across the former kingdom, drove most of their
enemies (foreign and domestic) from the region and established this new
Communist state by force. In November 1945, the Yugoslav Constituent As-
sembly formally created the Federal People’s Republic of Yugoslavia and
abolished the monarchy.

* Despite the Ustasa’s pride in its nationalist Catholic ideology, the Vatican refused to recog-
nize the Ustasa government.
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Tito

Josip Broz Tito was the son of a Croat father and a Slovene mother, who
joined the Habsburg army in Vienna in 1911 and fell prisoner to tsarist Rus-
sia during the First World War. The 1917 Bolshevik Revolution instilled in
the then twenty-five-year-old Tito a deep devotion to Communism. When
he returned to the Balkans after the war, it was to bring Marxist-Leninist
thought to the Kingdom of Serbs, Croats, and Slovenes. Tito was jailed for
his activism in 1928 and spent five years in a Yugoslav prison refining his un-
derstanding of the scientific principles on which Communist political, eco-
nomic, and social thought are based. Once released, he became an active
member of the newly formed Communist Party of Yugoslavia (CPY) and
traveled to Moscow, birthplace of the revolution, to learn from the Soviet
Communist Party. Recognizing Tito’s talent and ideological fervor, Stalin
enlisted Tito to purge the CPY. Tito vigorously carried out his orders.

As a dedicated Communist, Tito’s first post—World War II priority for
the country he had come to dominate was to construct a new Yugoslav re-
public on a Marxist-Leninist foundation. Nationalism was the first enemy
to be conquered. The new state’s Communists feared that the nationalist
animosity that had divided the first Yugoslavia’s peoples would sabotage
Communist plans. To create a new universalist ideology that would bind all
Yugoslavia’s people together in a common project, Tito turned again for
ideas to the Soviet Union, where, he believed, nationalism had already been
defeated.

Stalin’s early influence on Tito was everywhere apparent. Like the Soviet
dictator, Tito created an official interpretation of World War II. In it, Yu-
goslavia’s peoples had fought as one to repel fascists from the Balkans. Tito
then organized show trials of hundreds of Yugoslavs accused of collabora-
tion with the Nazis. Among the victims of these trials: Draza Mihailovic,
who was found guilty of treason and executed.

To disseminate the Marxist message, promote the heroic version of Yu-
goslavia’s role in World War II, and establish the new state’s place high up
the left side of the ] curve, Yugoslavia’s dictator brought the media under di-
rect state control. Because the CPY reduced the history of the war to an all-
Yugoslav antifascist struggle, there was never official recognition of the
sectarian conflicts that had plagued Yugoslavia during the war. No blame
was assigned for the nationalist hatreds that had provoked massacres be-
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tween Croats, Serbs, Muslims, and others. There was no truth and reconcil-
iation commission to heal past wounds, and nationalism itself was not ad-
dressed. Tito considered it unnecessary, since the achievement of the new
republic’s Marxist goals would naturally erode and eventually eliminate na-
tionalism as a force in Yugoslav life. Yet, despite Tito’s best efforts to control
the flow of information within Yugoslavia, oral histories of wartime atroci-
ties lived on and reemerged with a vengeance following his death.

This problem demonstrates a weakness inherent in a left-side-of-the-
curve state’s ability to control information. In a state where the ruling elite
dominates the mass-media distribution channels, rumor and misinforma-
tion become more potent. When the national media are forbidden to even
acknowledge the existence of dangerous rumors, these (often false) stories
spread without any check on their veracity. To debunk an ugly rumor is to
publicly acknowledge its existence. And in Yugoslavia, some of these stories
and rumors were at least loosely based on ugly truths.

On January 31, 1946, the CPY completed the new republic’s first consti-
tution. As called for by the wartime Communist councils, the Federal
People’s Republic of Yugoslavia was established with six republics and two
autonomous areas. Tito knew that Serb dominance of the Yugoslav king-
dom had deepened fault lines across the region and that his fragile new state
could not afford such stresses. He sought to create a balance of power
within the new Yugoslavia based on an equilibrium that protected every
group from every other group. The constitution thus gave the six republics
the right to secede and to negotiate the borders between them, subject to
the approval of all. Tito believed the mythology created around the victory
over fascism would swell national pride and help create a new Yugoslav
identity that would make secession unthinkable.*

As in other left-side-of-the-J-curve states, the revolutionary leader’s
personality became an integral part of this new national awareness and
pride. Tito—like Stalin, Kim Il-Sung, Fidel Castro, Ayatollah Khomeini,
Saparmurat Niyazov, Ho Chi Minh, and others—cultivated the image of

* According to census data, only 1.7 percent of Yugoslavia’s citizens identified themselves as
“Yugoslav,” as opposed to Serb or Croat, etc., in 1961. By 1981, the number jumped to 5.4
percent. Other data reveal that “Yugoslavs” were more likely to be young, urban, and well ed-
ucated than those who choose other designations. Eric Gordy, The Culture of Power in Serbia
(University Park: Pennsylvania State University Press, 1999), pp. 4-5.
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national “father figure,” the ultimate arbiter of all disputes, a figure above
pettiness and parochial concerns who dedicated his spirit and his labor to
the well-being of his people. No left-side state can survive without an ulti-
mate authority, a person or institution whose legitimacy cannot be publicly
questioned and whose wisdom exceeds the challenges facing the people.*

On the Stalinist model, Tito nationalized Yugoslav industries and collec-
tivized the country’s agricultural production. But Tito’s ambitions for the
spread of Communist principles extended well beyond the borders of Yu-
goslavia. He financed Communist insurgents during the Greek Civil War
and sought the establishment of a Communist Federation that would ex-
tend across Eastern Europe. He also founded the Cominform (Communist
Information Bureau), an internationalist organization meant to increase
cooperation among the Communist parties of France, Italy, Poland,
Czechoslovakia, Hungary, Bulgaria, Romania, and the Soviet Union. Com-
inform meetings were first held in Belgrade. But Tito’s activism soon cost
him the relationship with his own father figure—Joseph Stalin.

It later became part of Titoist mythology—and conventional wisdom in
the West—that the Yugoslav dictator had broken with Stalin over principle.
In fact, it was Stalin who jettisoned Tito. The move had little to do with dif-
ferences over ideology. As Stalin purged all potential challengers to his place
in the Communist pantheon, the Soviet leader asserted Moscow’s leader-
ship of the Yugoslav-created organization, ejected Yugoslavia from its
membership, and cast Tito as a counterrevolutionary. Tito tried for several
years to reingratiate himself with his inspiration in the Kremlin, but follow-
ing Stalin’s death in 1953, Tito never again sought close relations with the
Soviet leadership, and he purged thousands of Stalinists from the CPY.

As the waste and inefficiency inherent in the Soviet economic model
pushed Yugoslavia toward crisis, and after the nation lost favor in the Krem-
lin, Tito sought to unify his people by invoking the threat to the nation from
a dangerous enemy. Just as Fidel Castro and Venezuela’s Hugo Chavez rally
popular support for their governments by conjuring threats of an impend-

* As we'll see in the next chapter, the creation of a national “father figure” is a tool used by
some who intend to establish a right-side-of-the-curve state as well. Men like Atatiirk and
Nehru have used it. American schoolchildren are taught to remember George Washington as
the father of their country, and other American figures of the period are routinely referred to
as the “founding fathers.”
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ing American invasion, Tito warned his people to expect an attack from the
Soviet Union and its Eastern European allies. At first, the threat was credi-
ble; in fact, the Soviet bloc began an economic blockade of the country. But
then the West, hoping to win a tactical geopolitical victory over Moscow,
decided to try and drive a wedge between Belgrade and Moscow by sending
large amounts of aid to Yugoslavia. That aid would support Yugoslav Com-
munism for decades, but would ultimately help undo the country when the
Soviet bloc collapsed and Yugoslavia became less important for Western
leaders. How much aid did the West offer Communist Yugoslavia? By the
early 1970s, Yugoslavia was nearly $2 billion in debt."

Following the Soviet-Yugoslav divorce, Tito sought to establish Yu-
goslavia as the true capital of Marxist-Leninist principle. A core group of
Tito’s advisors constructed a new socialist philosophy, Titoism, which
sought to prove that Stalin had strayed from the true path toward Commu-
nism. The Yugoslav dictator argued that Stalin had consolidated too much
power in the hands of the central government. In Yugoslavia, he argued, the
central government would slowly give way over time to a new system that
increased local power at the central government’s expense. It was a philoso-
phy of convenience, since Tito had already decided that decentralization,
the transfer of political and economic power from the center to Yugoslavia’s
constituent republics, would encourage all Yugoslavia’s peoples to invest in
the Yugoslav idea.

In essence, Tito believed Yugoslavia could become a Communist right-
side-of-the-J-curve state: a command economy open to foreign investment
with decentralized control of government decision-making. In the future,
Tito’s benign presence and the creation myth of Yugoslavia’s founding as an
antifascist workers’ paradise uniting the diverse peoples of the Balkans
would be enough to guarantee state stability. That was the theory. It did not
take long for theory to rush headlong into reality.

In 1953, Tito announced the formulation of a new plan: Socialist
Worker Self-Management. Agriculture was decollectivized, and the party
approved a new constitution that created workers’ councils for grassroots
management of the Yugoslav economy. To highlight the reforms, the Com-
munist Party of Yugoslavia changed its name to the League of Communists
of Yugoslavia (LCY).

But as Mikhail Gorbachev discovered some thirty-five years later, an en-
trenched bureaucracy is the chief beneficiary of the system it was originally
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designed to administer—and it has a vested interest in preserving it. The
Yugoslav bureaucracy thus obstructed nearly all genuine efforts at reform.
Tito himself remained ambivalent about giving up central control in the
short term and did little to push the changes through. When halfhearted re-
forms failed to open Yugoslavia’s economy and to reduce dependence on
Western aid, Tito purged the new program’s principal architects from
within the government. Further attempts to meaningfully liberalize the
economy were effectively aborted.

While the economy remained closed, Tito certainly opened his country
politically to the outside world. In 1961, he helped found the Non-Aligned
Movement, a collection of states whose leaders believed stability depended
on Cold War neutrality. Tito used the platform to trumpet Yugoslavia’s so-
cialist achievements.

Tito’s country had genuine accomplishments to display. Financial sup-
port from the West lifted Yugoslavia’s entire ] curve by allowing Tito to in-
vest in health care and education. Early industrialization, the country’s
increasing openness to foreign tourists, cash from the West, and Tito’s mag-
nanimous presence helped quell the cycle of sectarian violence that plagued
the region during World War II. A secular society even produced marriages
across religious and ethnic lines.* In 1965, Yugoslavia’s citizens were free
to travel and to work abroad virtually without restriction. Many of these
workers provided a further boost for the economy through remittances
sent to family members at home. Yugoslav artists, writers, and athletes
earned international renown. Tito was feted in the West as an ally against
the Soviet Union and in nonaligned countries as a champion of the rights of
developing states.

To some extent, Tito also opened Yugoslavia internally. Schoolchild-
ren were taught to love Tito and Yugoslavia. But they also learned the cul-
tural traditions and (officially sanitized) histories of Yugoslavia’s other re-
publics and regions. The Yugoslav government, through both education
and official propaganda, were told that they could and should celebrate
both their ethnic identities and the accomplishments of their Yugoslav
homeland.

* “Ethnically ‘mixed’ marriages increased from 8 to 9 percent of all marriages in the period
from 1950 to 1957 to 13 percent of all marriages in the period from 1977 to 1981.” See Gordy,

p-4.
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Tito’s approach to Yugoslavia’s “nationalities problem” differed from the
solutions found in the Communist behemoths, the Soviet Union and
China. Russians dominated most aspects of Soviet political life, just as Han
Chinese play the principal role in Chinese governance. But Yugoslavia had
no single ethnic group whose influence could be extended over the rest of
the country within a Communist framework. There were more Serbs in Yu-
goslavia in the late 1980s than any other ethnic group, yet they represented
only about 36 percent of the population. Stalin tried at various times to
force cultural assimilation among the Soviet Union’s minority populations.
He also moved ethnic Russians (and other Slavs) into lands overwhelm-
ingly dominated by non-Russians.* Even today, the Chinese Communist
Party encourages Han Chinese to migrate into China’s predominantly
Muslim Xinjiang Province to alter the ethnic balance in the area.

But Tito ruled a country with a much more delicate balance to protect.
Far from trying to repress minority ethnic groups or to erase their collective
cultural memories, by the 1960s Tito encouraged Muslims, Macedonians,
and other minorities to self-confidently promote and celebrate their indi-
vidual histories and national identities. It was only in Tito’s Yugoslavia that
Macedonians and Montenegrins won recognition as distinct nationalities
and the country’s Muslims won the right to openly celebrate their cultural
and religious identity. Tito protected the minority Hungarian population
of Vojvodina and, eventually, the ethnic-Albanian Muslims of Kosovo.

In addition, the urbanization that grew out of postwar industrial expan-
sion mitigated the risks that nationalism posed for Yugoslav cohesion. As
workers became more mobile and crossed republican boundaries to work
in the country’s growing cities, ethnic and religious bonds loosened, and
Yugoslavs developed deeper ties to the places they lived than to the regions
of their birth.

* Chechnya offers a prime example. In 1943, Stalin ordered the entire Chechen population
exiled from the Caucasus to Kazakhstan by train. Ethnic Russians moved into the area to re-
place them. In the late 1950s, Khrushchev allowed the Chechens to return, but the Russians
remained in Chechnya, even after the outbreak of war there in 1994.
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The Seeds of Destruction

Yet, as long as Tito lived, Yugoslavia remained a dictatorship dependent on
Communist Party officials for political, economic, and social stability. The
J curve demonstrates that any partial opening of a closed society will pro-
duce substantial turmoil before it creates meaningful stability. And without
Tito, there was no single political figure with the power and authority to
build Yugoslavia’s stability with either a concerted move up the left side of
the curve or a determined reform effort to open the political process. In
fact, Tito arranged for the establishment of a rotating presidency following
his death, in the name of Yugoslav unity. Such an arrangement could never
have filled the void left by a national father figure. The death of Tito sub-
stantially lowered Yugoslavia’s ] curve.

Another important contributing factor to the environment that eventu-
ally led to war: a worsening economy. Tito, like all dictators, feared the po-
tential for domestic unrest. As a result, whenever economic liberalization
(what the LCY called “market socialism”) began to produce unemployment
and protests, Tito fell back on the Western aid that financed Yugoslavia’s il-
lusion of economic stability and allowed the Communist leadership to con-
tinually postpone reform.

Tito had one important advantage over the other Communist states of
Eastern Europe: Having established independence from the Soviet bloc, he
felt he could allow Yugoslav workers to travel and work in the West. Remit-
tances from Yugoslav workers in Germany and elsewhere in Europe helped
stave off economic crisis for many years. But when the oil shock of 1973
took its toll on the economies of Western Europe, foreigners were the first to
be laid off. Returning Yugoslavs only added to the unemployment burden
on their own government."

Tito tried to borrow his way out of debt.* In 1973, Yugoslavia’s total for-
eign debt had been $3.5 billion. By 1981, a year after Tito’s death, that figure
hit $20.5 billion."” The wealth gap widened within Yugoslavia between the
relatively prosperous republics in the north of the country (Slovenia and
Croatia) and the poorer areas of the south (Serbia, Montenegro, Macedo-
nia, and Bosnia). Between 1982 and 1987, Yugoslavia’s standard of living fell
by nearly 40 percent. In December 1989, inflation reached 2,000 percent.”

* The Yugoslav media were strictly forbidden to report on foreign debt.
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Over the years, Tito had tried to head off social unrest by giving the re-
publics the power to make some of their own economic decisions. As the
economy declined further following Tito’s death, each individual republic
(and the autonomous provinces) began protecting its own interests at the
expense of the whole. Each republic believed it needed its own steelworks,
its own oil refineries, its own port. These projects served the immediate
needs of the individual republics but created enormous inefficiencies in the
Yugoslav economy as a whole.”* As Europe made progress toward a com-
mon market and monetary union, Yugoslavia was steadily breaking down
into ministates, each prepared to use protectionist policies to serve local in-
terests against the Yugoslav republic across its border.

Political factors too helped bring Yugoslavia to the brink. The LCY’s at-
tempts at political openness virtually always produced instability. In the late
1960s, Tito sought to appease the ethnic Albanians of Kosovo, a predomi-
nantly Muslim autonomous territory within Serbia, by allowing them
greater freedom to air their many grievances. Once the muzzle was off,
street demonstrations in 1968 were punctuated with demands that Kosovo
be made a full republic. Prior to the mid-1960s, Yugoslavia had earned a
reputation for treating Kosovar Albanians, and any signs of dissent from
them, ruthlessly. Tito, anxious to protect his country’s reputation on the
world stage, decided to give Kosovo greater autonomy, a sharp increase in
financial subsidy, and a number of cultural freedoms.

Kosovo was not made a republic. Such a move would have deeply alien-
ated Serbs and Macedonians, and Tito’s aim was to quell unrest, not to pro-
voke it. But Kosovo joined Vojvodina as an “autonomous province.” The
Albanian language gained official status. Much to the chagrin of Kosovo’s
Serb minority, Kosovar Albanians were encouraged to join the local League
of Communists in ever-increasing numbers. All of this was codified in the
1974 constitution—Yugoslavia’s sixth and last. Serbs had long dominated
the political and economic life of the majority Muslim territory. The shift in
the balance of power that followed Tito’s decision pitted Serbs and Koso-
vars against one another, and acts of violence followed from both sides.
While the Kosovo question was not central to the political life of the coun-
try in the 1970s, it would become an important trigger for the conflicts of
the 1990s.

Tito was also forced to stem a rising tide of nationalist unrest in Croatia
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in 1971. He purged a number of senior Communist officials from the Croat
League of Communists and banned a number of media outlets that had
stoked the separatist fervor. To give the move a reformist veneer, he also
purged technocrats in Slovenia and liberals in Serbia.” But Tito, as he did so
often, combined this move up the left side of the J curve with more plans to
appease local populations by granting their local governments greater inde-
pendence from the center. Part of Tito’s motivation for the devolution of
power to the republics was a genuine desire to release nationalist pressure
for the good of the whole. But many who knew him say he was also driven
by a strong need to be remembered by all Yugoslavia’s peoples as a cham-
pion of tolerance.

By the late 1970s, there were three forces holding Yugoslavia together:
the League of Communists of Yugoslavia, the Yugoslav People’s Army, and
Josip Broz Tito. The LCY, like the country, became more and more decen-
tralized in the 1970s and 1980s. As local leaders faced rising pressure to pro-
tect local interests, the eight Communist leagues began to pull the national
Communist party in eight different directions. Tito, like the leaders of other
left-side states, feared potential rivals and purged a number of the most tal-
ented and resourceful officials from the national government. The remain-
der, many of whom distinguished themselves only by their loyalty to
Titoism, were out of their depth as economic and political challenges
mounted.

The JNA, the Yugoslav People’s Army, was always limited in size and re-
sources by the standards of other East European Communist states. When
the Soviets invaded Czechoslovakia in 1968, Tito raised the level of alert
across the country. He recognized that the Soviets had quickly immobilized
Czech resistance by concentrating its forces in Prague, the nation’s political
and military center of gravity. To counter the threat of a Soviet or Warsaw
Pact invasion of Yugoslavia, the JNA implemented “General People’s De-
fense,” a plan that decentralized military command and control—and Yu-
goslavia’s arsenal. The state’s various administrative territories financed
their own defense. Local commanders were given charge of their own
troops. Stockpiles of weapons were moved to strategic locations around the
country. In the event of a Soviet invasion, the enemy would have faced resis-
tance from all over Yugoslavia." But when Yugoslavs discovered in later
years that the true enemy was coming not from abroad but from the neigh-
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boring province, they were also forced to recognize that the groundwork
had been laid inadvertently for civil war.

The third pillar of Yugoslav unity, Josip Broz Tito, died on May 4, 1980.
He left behind a country with a profoundly weak center of gravity, a floun-
dering economy, and a growing number of local officials looking for the
right political formula with which to create a following.

Milosevic

Serb nationalism, more than any other force, led to the breakup of Yu-
goslavia. There is no question that virulent, xenophobic movements ap-
peared during the 1980s in much of the country. Many Serbs living in other
Yugoslav republics were harassed, brutalized, even killed. But, in the context
of Yugoslavia’s ] curve, Serb nationalism differed from other such Yugoslav
nationalist movements in one important respect: most of its proponents
wanted to preserve the Yugoslav federation. Croat nationalism was ugly and
dangerous for minority populations within Croatia. Slovene, Croat, and
Bosnian nationalists initially argued for a new Yugoslav structure with
looser bonds: less a federation than a confederation. But Serb nationalists,
who controlled the resources of much of the Yugoslav People’s Army, were
able to push tanks across borders and unleash the forces that provoked Yu-
goslavia’s disintegration.

While Tito was alive, criticism of the dictatorship and Titoism was lim-
ited in public to vague and indirect complaints from within the republics
about a particular policy or local official. Following Tito’s death, and as the
sputtering economy and social conflicts produced unrest in the early and
mid-1980s, however, overt criticisms of Tito and Titoism began to appear.
In particular, Serb nationalists aggressively attacked the 1974 constitution
and the powers it granted majority Albanians within Kosovo. At first, Serb
anger was limited to a few lone voices among Serb intellectuals, particularly
those Tito had purged for nationalist agitation. But by 1986, increasing
numbers of influential Serbs were accusing Tito of pulling Kosovo from its
rightful Serb owners. In Croatia, resentment against Tito ran high since he
had purged a number of Croat leaders in the early 1970s and, in order to
water down Croat nationalism, replaced them with Serbs.

Following Tito’s death, the republic-level politicians left to preside over
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the economic ruin of the decentralized state needed an issue, a cause on
which to build durable popularity. In several of the republics, nationalist
anger at the Yugoslav government’s expense offered local politicians an op-
portunity.

There are several reasons why Serb nationalism was especially potent.
First, Serbia (along with Slovenia) enjoyed the freest media in the country
in the early 1980s. The Serbian press already aired a (relatively) broad range
of opinions that created opportunities for exploitation by those with a
strong point of view and a grievance. Again, small openings in an otherwise
closed society invariably produce some degree of slide down the left side of
the curve toward instability. Serbia in the 1980s illustrates the point.

There were certainly ugly manifestations of militant nationalism and
xenophobia in other republics. Franjo Tudjman, widely credited as the
founder of independent Croatia, did much to drive many of Croatia’s minor-
ity Serbs from the republic and inspired acts of violence against them. A
number of Bosnian chauvinists stoked much the same sentiment in Bosnia-
Herzegovina. But non-Serbian nationalists hoped mainly to win greater au-
tonomy within a new Yugoslavia or to secede and establish independence.
While repressive within their own borders, few harbored illusions of forcibly
remaking the political structures in other republics. Serb hard-liners in Bel-
grade, who hoped to create a new Serb-dominated Yugoslavia, were able to
leverage their nationalist appeal into the use of JNA tanks and planes outside
Serbia and to try and defend Yugoslavia’s territorial integrity by force.

Second, the most influential Serb nationalists were able to construct an
entire mythology to give their grievances a compelling context. In the last
years of Ottoman domination, Serb nationalists were motivated by a well-
articulated goal: to cast off the Muslim yoke and to create a Greater Serbia
throughout the Balkans. On the winning side of World War I, Serb nation-
alists were able to realize much of their dream through domination of the
Yugoslav monarchy that ended with the onset of World War II. According to
the nationalist narrative, Tito then declared war on all Serbs by forcing
them to relinquish control of Yugoslavia in the name of Communist equal-
ity among Yugoslavia’s peoples. Economic hardship and the fact that nearly
40 percent of Yugoslavia’s Serbs lived outside Serbia added to the sense of
vulnerability, even among Serbs who preferred Tito’s Yugoslav model to the
nationalist dream of Greater Serbia.

But, in the late 1980s, no issue united Serbia’s most determined nation-
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alists more than did the conflict over control of Kosovo. Historically,
Kosovo was the spiritual heart of the Serbian Orthodox Church. The village
of Kosovo Polje was the site of a crucial battle in 1389 during which advanc-
ing Ottomans toppled what was then a Serbian empire in the region.
Though Muslims have far outnumbered Serbs in Kosovo for four centuries,
Kosovo Polje remained at the center of Serb nationalist consciousness.

In the early twentieth century, Serbia essentially colonized Kosovo, and
the Serb minority there dominated the ethnic-Albanian Muslim majority.
Until Tito’s reforms in the 1960s, Kosovar Albanians were the object of not-
so-benign neglect from Belgrade, and Kosovo remains today the poorest re-
gion of the former Yugoslavia. Tito’s 1974 constitution freed the majority
Albanians to assert themselves politically within the province and to openly
celebrate their language and culture. But it did little to improve economic
conditions, as the province’s tepid economic growth could not keep pace
with the rapid Muslim population expansion. In a sense, Kosovar Albani-
ans, before 1974, found themselves in a predicament similar to that of black
South Africans—a poverty-stricken and disenfranchised majority whose
protests were regularly smashed by brute force.

By 1981, a year after Tito’s death, Albanians outnumbered Serbs within
Kosovo by nearly six to one. In March of that year, a student demonstration
against economic misery spiraled out of control as outnumbered police un-
able to stop the protests responded with a brutality not seen since the 1974
constitution was established. The violence continued and, two months
later, the Yugoslav government declared martial law. A media blackout
makes reliable casualty figures hard to establish, but hundreds of Kosovar
Albanians were arrested. Over the next half-decade, tensions increased be-
tween Kosovo’s Albanians and Serbs, and there were a number of Muslim
attacks on Serb citizens. Hundreds, possibly thousands, of fearful Serbs de-
cided to retreat to Serbia.

If any Yugoslav citizen best illustrates the ] curve principle that small
openings in closed societies unleash instability, it is Ivan Stambolic. In 1986,
Stambolic left his position as head of the League of Communists of Serbia
to become Serbia’s president. Like many of the presidents of Yugoslavia’s re-
publics, Stambolic had an ambitious agenda for his republic’s renewal that
was continually obstructed by the central government. Unlike most others,
however, the new Serbian president adopted a dangerous strategy.
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Stambolic understood well that nothing intimidated non-Serb Yu-
goslavs more than the specter of renewed Serb nationalism. So he publicly
adopted a strong nationalist stance and gave prominent Serb chauvinists
influential positions within his government and in the Serbian media.
Stambolic believed he could control the nationalist forces within his gov-
ernment as he used them to intimidate representatives of the other re-
publics into acquiescence to a number of Serbia’s demands. But the
nationalists began to seize on the issue of Kosovo and demanded that the
1974 constitution be amended to return control of the autonomous
province to the Serbs who lived within it. They used the Serbian media to
build on the already potent Serb fear of Kosovar Albanians and a sense of
grievance over their actions—both real and imagined. In early 1987, tens of
thousands of Serbs living in Kosovo signed a petition that claimed that the
Albanian Muslim majority had begun a “genocide” against them and de-
manded that Yugoslav officials reimpose martial law. While Stambolic was
willing to use Serb nationalists for his political purposes, he never lent offi-
cial Communist credence to the dubious claims of genocide.

To address the demands of Kosovo’s Serbs, and to appease those within
Serbia who demanded forceful action on their behalf, Stambolic dispatched
his little-known protégé, Slobodan Milosevic, to travel to Kosovo, to meet
with Serb leaders there, and to allay their fears of Albanian violence. On
April 27, Milosevic gave his boss a surprise and changed Yugoslav history. In
a televised speech at Kosovo Polje, Slobodan Milosevic confirmed the
charge that “genocide” was taking place and promised Kosovo’s Serbs (and,
by extension, Serbs watching television all over Yugoslavia), “No one will
ever beat you again.”

Within a year, Milosevic was the most popular and powerful political
figure in Serbia, and Tito’s idea of unity and equality among Yugoslavs was
badly damaged. Milosevic won the internal battle with Titoists within
Serbia’s Communist League and brought official Communist legitimacy to
Serbia’s most extreme nationalists. Stambolic resigned, a figure without in-
fluence, in September 1987.

Slobodan Milosevic did not create Serb nationalism. Serb nationalism
created Milosevic. In a relatively closed society plagued with a moribund
economy, social unrest, and a vacuum of power at the center, local politi-
cians look for ways to build political capital. Milosevic was not naturally
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a Serb nationalist. He was a career Communist apparatchik, a clever politi-
cal tactician who found a winning issue. Much as U.S. Senator Joseph
McCarthy harnessed anti-Communist hysteria in Washington in the 1950s
and used it to make a name for himself, Milosevic found Serb anger, fear,
and frustration and rode the crest of the nationalist wave to a position of
unrivaled power and influence within Serbia.

To maintain his newly acquired political capital, Milosevic purged
most of the remaining voices of reason from within the still relatively free
Serbian media and replaced them with xenophobes, conspiracy theorists,
and militarists. In a left-side-of-the-J-curve state, the ruling elite must
control its citizens’ access to information. The cacophony of media voices
within a right-side state creates confusion and skepticism—even cynicism.
But many people who live within left-side states often have greater faith in
the media, because it speaks with a single clear voice whatever the effect of
rumors on others. There are no reliable opinion polls to tell us what most
Serbs thought of the nationalist message before Milosevic gave it saturation
coverage on Serbia’s airwaves. Certainly, liberal reformers were among the
prominent public figures in Serbia immediately following Tito’s death.
Many influential Serb voices warned that Milosevic would destroy Yu-
goslavia and Serbia. But following the flood of propaganda and misinfor-
mation of the late 1980s, and the mass rallies involving thousands of people
he staged in Belgrade to further accuse Kosovo’s Albanians of the mass
murder of Serbs, Milosevic was sufficiently popular to threaten Kosovar Al-
banians with virtually anything.

Between 1988 and the outbreak of civil war in 1991, Serb fear and anger,
stoked by the media and the Communist leadership, turned from Kosovo’s
Albanians to Yugoslavia’s other peoples. The media blitz convinced even
skeptical Serbs that they were in danger, surrounded by foreigners who had
secretly hated them for centuries. The war crimes of World War II, particu-
larly those committed by the Croat Ustasa, were resurrected. Muslim
“plots” were exposed. The siege mentality reached a fever pitch.

In October 1988, Vojvodina’s government resigned under Serbian pres-
sure. Milosevic supporters assumed power there. Much the same occurred
in Montenegro in January 1989. A thorough purge of society and the media
followed in both. When the already weak federal Yugoslav government tried
to interfere, hundreds of thousands of Serbs rallied in Belgrade to demand
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an end to Yugoslav interference in Serbia’s business.* In November 1988,
the leadership of the League of Communists of Yugoslavia decided it was
necessary to appease Milosevic by giving him Kosovo. On March 23, 1989,
JNA troops forced Kosovo’s parliament to ratify a new constitution that re-
turned control of Kosovo to Serbia. Slobodan Milosevic now controlled
four of Yugoslavia’s eight territories, and the federal government had
proven completely unable to stop him.

Yugoslavia reached the bottom of the ] curve. When Slovenia proposed a
new arrangement to keep the country intact, the nation that Tito built had
one last opportunity to remain a state.

At the Bottom of the | Curve

The first real challenge to Milosevic’s advance came from an unlikely
source—Slovenia. For many reasons, the two republics had long enjoyed
amicable relations. First, they did not share a border that might have been
the scene of competition and tension. Second, there were relatively few
Serbs living in Slovenia to create friction in the relationship from either
side.

Certainly, Slovenia had its own nationalists. But Slovene chauvinists
largely reserved their ire for the Communists of the central government.
The republic had long been Yugoslavia’s wealthiest. Thus, Tito’s redistribu-
tion of assets to the less developed republics was a source of grievance. As
economic conditions lowered Yugoslavia’s ] curve in the 1980s and Tito was
no longer alive to grant Slovenia concessions, Slovene resentment of the
LCY deepened. As JNA tanks descended on Kosovo, dispatched by the fed-
eral government to appease Milosevic, Slovenes began to wonder if they
might not be vulnerable to Serb aggression as well. When influential
Slovenes signed petitions and raised money for Kosovo’s Albanians, the
Slovene government’s sense of vulnerability grew.

In addition, Slovenia’s own Communist leadership was deeply unpopu-
lar with a population infected with the same anti-Communist zeal that was

* Just as the Russian Soviet Socialist Republic and the Soviet Union shared a capital, Serb na-
tionalists didn’t have to travel far to protest the actions of Yugoslavia’s Communist Party.
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sweeping much of the rest of Eastern Europe in the late 1980s. Like Milose-
vic, Slovenia’s Communist elite needed an issue that would boost their po-
litical popularity. And they came to the same conclusion Milosevic had:
they embraced nationalism. But in Slovenia’s case, following the events in
Kosovo, nationalism meant defense of the republic against Serbs.

Within Serbia, economic conditions were worsening. Following inter-
national complaints over the coercion in Kosovo, foreign credit evaporated.
A desperate Milosevic turned to the Serb diaspora for help. He asked Serbs
living abroad to raise $1 billion to resurrect Serbia’s economy. He received
only $25 million. As Kosovar Albanians launched a guerilla war against
Kosovo’s Serbs, the cost to Serbia for security in the province reached the
equivalent of half of Yugoslavia’s entire defense budget.” To protect his
popularity and keep his movement intact, Milosevic responded to Slovene
support for Kosovo with an intense anti-Slovene propaganda campaign.
The fear and suspicion that had brought Yugoslavia to the bottom of the
J curve was spinning out of control.

On September 27, 1989, less than seven weeks before the fall of the
Berlin Wall, the ruling Communists of Slovenia renounced their monopoly
on power, announced that open elections would be held, and reasserted the
right to secede from Yugoslavia granted them by Tito. The move was not
final. Slovene Communists were reluctant to challenge Milosevic and the
LCY directly. The move was a bargaining tactic to increase their leverage as
they offered one final solution to save the Yugoslav state. Slovenia proposed,
in essence, that Yugoslavia should remain in one piece. But they asserted
that the Yugoslav government should allow each republic to decide whether
to maintain Communism or to embrace multiparty democracy.

Milosevic rejected the plan. Still, the leaderships of the various territo-
ries of Yugoslavia gathered in January 1990 for the 14th Congress of the
League of Communists of Yugoslavia. The Slovene delegation tried to pitch
its plan. Milosevic supporters shouted them off the stage. The Slovenes then
walked out of the congress. The Croat delegation followed. Yugoslavia ef-
fectively ceased to exist.™

The horrific war that followed, the worst in Europe since World War II,
is not a subject for this book. Nor is the assignment of blame for the start of
the war or the crimes committed during the fighting. Yugoslavia is exam-
ined here in detail because it illustrates that a state may fall into the depths
of the J curve and fail to reemerge on either side. It may simply fail. The So-
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viet Union and Yugoslavia are the world’s most recent examples of how
such a total state failure can occur.

SOUTH AFRICA VERSUS YUGOSLAVIA

South Africa (1994) and Yugoslavia (1989) entered the dip in the J curve
during the same half-decade. There are several reasons why South Africa
survived and emerged on the right side of the J curve while Yugoslavia
erupted into war.

There are obvious differences in how the citizens of each state perceived
the changes taking place in their country. Millions of Yugoslavs were more
interested in establishing (or reestablishing) national identities within their
respective nations and cultures than in remaining within an increasingly
Serb-dominated union. They thus had an interest in diminishing the influ-
ence of the center. The overwhelming majority of South Africans felt they
were finally taking title to their country and believed they shared an interest
in strengthening it. Nearly 70 percent of white South Africans voted confi-
dence in an end to apartheid and peaceful change.

The international community turned its back on Yugoslavia following
the People’s Army’s actions in Kosovo. Western investment slowed to a
trickle and instead flowed into Eastern Europe (and later the former Soviet
Union) following the collapse of the Communist bloc. Western media at-
tention turned toward the war that followed Saddam’s invasion of Kuwait.
In South Africa, western powers were eager to demonstrate that the age of
colonialism in Africa had ended. Nelson Mandela was able to earn broad in-
ternational political support quickly and to attract substantial foreign di-
rect investment for South Africa’s reconstruction.

In Yugoslavia in 1990, there was no second Tito, a single figure whose re-
solve or ruthlessness could restore stability to a still-coherent Yugoslav
state. F. W. de Klerk, on the other hand, had the opportunity to pass South
Africa intact to Mandela, who was prepared to govern with broadly recog-
nized legitimacy.

Finally, Milosevic’s aggressive militarism set in motion the centrifugal
forces that pulled Yugoslavia apart. Mandela’s political and moral authority
was such that members of different racial, tribal, and ethnic groups joined
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together in a common project to show the world how progressive and
strong a black African government could be.

Yugoslavia and South Africa are only two examples of the many states
formed in the recent past that unite historically hostile groups in an artifi-
cial construction. As post-Saddam Iraq tries to construct a stable system of
governance, Shia, Sunni, and Kurds will each assert their interests at the ex-
pense of central authority. As the international community watches anx-
iously from the sidelines, the J curve lessons of South Africa and Yugoslavia
should not be far from our minds.



CHAPTER FIVE

The Right Side of the ] Curve

Men may die, but the fabric of free institutions remains
unshaken.
—CHESTER A. ARTHUR

Aright-side-of—the-]—curve state is one that is stable precisely because it
is open to the political, economic, social, and cultural influences of
the outside world. This openness is reflected in its domestic political and
economic life. It is a state that legally enshrines protections for the civil
and human rights of at least the clear majority of its citizens. The institu-
tions of government, independent of one another, reinforce state stability.
Leaders govern with the consent of (at least most of ) the governed. Barriers
to participation in the economic life of the nation are relatively low. The
movement of people, ideas, information, goods, and services across inter-
nal and external borders is free. The most stable of these states thrive on
change.

At the same time, the shape of the ] curve demonstrates that levels of sta-
bility vary much more widely on the right side than on the left. Some states
on the right have such high stability that only a shock of unprecedented
scope and severity could destabilize them. The 9/11 attacks didn’t destabi-
lize the American system of government. The 2004 terrorist bombings in
Madrid did not prevent Spain from holding elections three days later or
from peacefully transferring power once the results were tallied. The 1986
assassination of the prime minister did not undermine Sweden’s system of
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government. The risk is slim that the Québécois separatist movement will
produce profound social upheaval in Canada.

Think again of the U.S. presidential election in 2000. In a less stable
country, such a crisis might have produced market chaos, government
paralysis, even civil war. Yet, on a relative scale, public faith in the indepen-
dence of the judiciary and a belief that the American political system could
absorb any shock associated with a contested election eased anxiety over
the outcome and reinforced confidence in U.S. stability.

In fact, the stability of a state near the top of the right side of the ] curve
has a special advantage over that of other states: Its stability is self-
perpetuating. It is constantly revitalized by the forces for change to which it
is open. It’s often said during the rituals that accompany transfers of power
in Washington that they are celebrations of the strength and durability of
the nation’s political institutions. That stable predictability exists in all na-
tions that have a fully consolidated and open political and economic sys-
tem. But not all states on the right side of the J curve are as self-assured. A
similar crisis in South Korea or Argentina, for example, might well provoke
widespread social unrest and a substantial loss of faith in market stability.

To understand the dynamism that comes with openness to change in a
different context, consider the evolution of the English language. A primary
source of the power and influence of English is that it absorbs and is en-
riched by so many non-English influences. This effect illustrates a right-
side-of-the-curve culture in microcosm. The more open a culture, the more
it develops and matures in organic ways toward a richer, truer expression of
those who contribute to it. A number of legislative initiatives have arisen
over the years in France—certainly a country at the top of the right side of
the J curve—to protect the French language from the influences of other
languages, particularly English. Laws restricting the use of English on bill-
boards and in other forms of advertising are meant to protect the French
language’s purity. But, in the long run, cultural protectionism undermines
cultural vitality as surely as economic protectionism limits economic
growth.

For a state hoping to build its stability on participation in global change,
all forms of protectionism—political, economic, and cultural—are ulti-
mately self-defeating. Protectionist economic policies may serve the legiti-
mate needs of select individuals, but, in the larger sense, they are barriers to
the kind of adaptation on which right-side states thrive. Political protec-
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tionism—the formulation of policies that isolate a state from other states—
serves only an elite. Individual leaders may not mind. They may calculate
that their personal interests need not coincide with what most believe is the
national interest. That’s another reason that right-side-of-the-J-curve
states depend for their stability not on individuals but on institutions and
why British taxpayers, not the prime minister, hold the deed to 10 Downing
Street.

For a country already on the right side of the curve hoping to climb
toward greater stability, the ascent is not as steep—but it is a longer, slower
journey. That’s because it is much easier to guarantee stability by closing a
nation than by opening it. A crackdown on public protests shows more im-
mediate results than a pledge to build open and independent institutions of
governance and a political system based on checks and balances. But the
potential for greater stability in any left-side state is far more limited than
that of a state on the right.

In this chapter, we’ll look at three states on the right side of the J curve:
Turkey, Israel, and India. All fit the above definition of stability based on
openness. All have faced and, to some extent, continue to face challenges to
their place on the curve. They are considered together because their domes-
tic political circumstances, cultural histories, and religious identities are
markedly different from one another’s. Yet they have something very basic
in common: they are dynamic, modern societies that have embraced mar-
ket economics, multiparty democracy, and change.

TURKEY

Secular, democratic Turkey is a predominantly Muslim country on the
right side of the ] curve. That alone makes it an interesting case. But Turkey
is also a state at a vitally important crossroads: Ankara and the European
Union have begun talks that could eventually lead to Turkey’s membership
in the EU. The country’s government has enacted substantive reforms to
bring it into line with European norms. Yet, Turkey’s admission is far from
a done deal. For Turkey and for the world, the EU’s decision is an important
one. It may determine whether the state remains on the right side of the
curve.
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Dreams of Modernity

“Think of two men facing you: one is rich and has every means at his dis-
posal, the second is poor and has nothing. Apart from the absence of
means, the spirit of the second man is in no way different from or inferior to
that of the first. This is precisely the position of Turkey as it faces Europe.”
This is how Turkey’s founding father, Mustafa Kemal Atatiirk, explained his
country’s relationship with Europe to an Austrian journalist in 1923.' The
current Turkish prime minister, Recep Tayyip Erdogan, recently described
his country’s prospective entry into the EU as “the movement of Turkey
toward the modern world.” Throughout the history of the Turkish Repub-
lic, the nation’s guiding principle has been the pursuit of modernization on
a secular, democratic, and Western model. Yet, Turkey is still much poorer
than its European neighbors.

Poverty isn’t the only reason Turkey’s membership in the Union is prob-
lematic. Although the Turkish government has enacted many of the ambi-
tious reforms called for by the EU, others remain undone. And there are
forces within the country—as there have been in most of the states that
have considered entry into the EU—that fear the nation will surrender too
much sovereignty if it joins the European club. There is anxiety in Europe
over Turkish membership as well. Many there believe that, in an age of Is-
lamism and the global war on terror, the admission to the EU of 70 million
Muslims is not a good idea.* Many European countries are struggling to as-
similate the Muslims already living within their borders.

Turkey is currently located toward the middle of the right side of the
J curve. Because EU accession requires reforms that further open the coun-
try to the outside world and bind it to multinational institutions, entry into
the EU is the best way to pull Turkey further up the curve toward greater
stability and openness. Why did the Muslims of the Turkish republic move
one way on the J curve while the entire Arab world moved another? How
did the country arrive on the right side of the ] curve? The answers are as old
as Turkey’s identity as a nation-state.

The 2002 Arab Human Development Report referred to in Chapter

* Turkey’s current population is 70 million. By the time it is fully eligible to join, Turkey
might have 100 million people, exceeding Germany, currently the EU’s most populous
country.
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Three identified three broad reasons why political and economic develop-
ment in the Arab world is so badly stunted. Some call them the “three ab-
sences”: absence of political freedom, absence of knowledge, and absence of
rights for women. Addressing these three deficits is a good way for a coun-
try on the left side of the ] curve to move through instability to the right.
That’s precisely what Turkey did, beginning in the 1920s.*

In the Arab world generally, citizens lack basic freedoms of speech and
association, as well as other fundamental civil-rights protections. Constitu-
tions in Arab countries have historically been written more as concessions
to political pressure than as genuine attempts to modernize the state. In
Turkey, on the other hand, Mustafa Kemal (who ruled Turkey from its
founding in 1923 until his death in 1938) used authoritarian means to put
in place the legal protections necessary for what would eventually become a
multiparty democracy, precisely because it was his ambition to bring his
country into the modern mainstream of twentieth-century society.

In the Arab world, religious conservatives who hope to impose Islamic
dogma on the region’s youth have hijacked education in several Arab states.
In Turkey, Kemal abolished the office of caliph, put religion directly under
the control of the state, and denied imams any say whatsoever in education.
In addition, Kemal stressed the importance of education for the Turkish
people in a way no Arab leader ever has. According to UNESCO, 28.3 per-
cent of Arab men and 52.2 percent of Arab women were illiterate in 2003.
That same project reported that only 6 percent of Turkish men and 21.5
percent of Turkish women were unable to read or write.

Most Arab states still deny basic rights to women to an extent that
deprives these states of a vital portion of the creative energy, intellect, and
entrepreneurial talent they need to successfully compete in the twenty-
first-century global marketplace. In Turkey, women were granted equal
rights in the 1920s. Kemal discouraged the veiling of women and encour-
aged them to go to school.

In the last thousand years, said the authors of the UN Development Re-
port, the twenty-two nations of the Arab world combined have translated
fewer books than Spain translates in one year. In Turkey, Kemal’s successor
as president, Ismet Inonu, established a government office in the 1940s that

* In fact, the Ottoman Empire was, relative to the rest of the Muslim world, tolerant of di-
verse cultural and social practices.
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published translated classics of world literature. He also set up “Village In-
stitutes” in rural areas to teach peasants how to read them.’

In essence, Turkey and the Arab states each reached a crossroads with
the collapse of the Ottoman Empire and the beginning of the end of Euro-
pean colonialism in the Arab world. Arab states have yet to produce the
durable institutions on which they can depend for stability as they slowly
open their societies to the outside. Turkey’s founding father, on the other
hand, believed greatness for his country meant modernization and entry
into the club of developed nations. He worked to achieve both.

Some History

In the nineteenth century, Christian subjects of the multinational Ottoman
Empire developed extensive trade ties with their European coreligionists.
These Ottoman Christians imported a European conception of national-
ism that threatened the empire from within, even as the great European
powers and Russia pressed from without. These two threats forced reform
within the empire, and the first generation of young Muslims trained in
Western ways, inspired by republican ideas from France, began to push for
reform based on the ideal of a single nation-state bound together by com-
mon language and culture. The first organized and active conspirators, the
so-called Young Ottomans, maneuvered to introduce constitutionalism as
early as the 1880s. The Young Ottomans were replaced around the turn of
the century by the Young Turks, who launched an unsuccessful military
coup in 1908 in the name of Turkish nationalism. When the First World
War erupted in 1914, the Ottoman imperial leadership, hoping to win back
the European territories they had lost in the Balkan Wars of 1912-1913,
sided with Germany and Austria-Hungary and entered the war.**

Mustafa Kemal, who admired the Young Turks, distinguished himself as
amilitary leader with a victory over the Allies at Gallipoli in 1915 and, in the
process, won the confidence and admiration of many within the army.
Once the war was lost, Kemal’s criticism of other reformers who had

* During the Balkan Wars, the Ottomans lost control of Macedonia and parts of what are
today Bulgaria, Greece, and Turkey to the so-called Balkan League (Bulgaria, Greece, Serbia,
and Montenegro).
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pushed for entry into the war on Germany’s side scored him points with the
new sultan, Mehmet VI Vahdettin.

With the end of the First World War, a war for Turkish independence
began. In an early display of diplomatic and military skill, Kemal organized
resistance to an Allied advance into Turkish territory, appealed to Muslim
solidarity to rally the local population to support him, played one Euro-
pean power off another and Bolshevik Russia off all of them, and limited
his military goals to the defeat of the Greeks and Armenians. Turkey’s
War of Independence won, Kemal confined his territorial demands to
the land that Ottoman forces held at the end of the First World War and
disavowed the grand territorial ambitions of Ottoman emperors. He prom-
ised the British, French, and Italians he had no designs on any part of their
empires. He persuaded the Bolsheviks he would never act to incite Russia’s
Muslims to rise against their new government in Moscow. He signed—and
adhered to—treaties of nonaggression with Turkey’s neighbors. In doing
all this, he sharply reduced the number of potential shocks that might rat-
tle the fragile new Turkish state and allowed himself breathing space
to enact the modernization reforms he was ambitious to establish.* As we’ll
see later in this chapter when we look at Israel’s David Ben-Gurion, the
pragmatism necessary to limit a nation’s aspirations to attainable goals is an
important element of stability. Limiting the number of potential shocks
matters—as we saw with Saddam Hussein, it’s never a good idea to start a
war you can’t win.

On October 29, 1923, Kemal formally established the Republic of
Turkey, with Ankara as its capital, atop the remnants of the Ottoman Em-
pire. He assumed the name Atatiirk—“the father of all Turks.” But he was
no “Turkmenbashi.” His ambitious reform program was not intended for
personal glorification or the establishment of a cult of personality—
although no one who ever met Kemal failed to notice his considerable ego.
Mustafa Kemal Atatiirk worked until his death in 1938 to pull his Muslim
people into the modern world and onto the stage of world politics along-
side Christian countries. He replaced his people’s traditional pan-Islamic
aspirations with a national Turkish identity. He abolished the caliphate.
Turkey’s first constitution committed the nation to the path of secularism
and republicanism.’

Kemal disbanded religious courts and Europeanized the legal system.
He banned the wearing of the fez—the hat worn by Muslim gentlemen for
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more than a century—encouraged universal education, aligned the new
nation with the Christian Common Era, established Sunday as a day of rest,
and replaced Arabic script with the Latin alphabet. He exiled the Ottoman
dynasty in 1924. Atatiirk described the goal of all his policies as “peace at
home and peace in the world.”¢

Like Boris Yeltsin seven decades later, Kemal inherited the institutional
memory and administrative structure of a crumbled empire. But, as was the
case for Yeltsin, this institutional memory was of limited value, since the in-
stitutions in which that experience was gained were relics of an old system.
The collapse of law and order that followed foreign invasion and civil war
also complicated his first tasks. Poverty was widespread, civil servants were
demoralized, and crime and violence were endemic. The Ottoman Empire
had plummeted down the left side of the ] curve into instability and, like the
Soviet Union, did not survive the fall. Atatiirk’s Turkish nation-state, like
Yeltsin’s Russia, was forced to make a choice. Atatiirk opted to lead his coun-
try toward a stability based on modernity, openness, education, secularism,
and democracy, even if he used distinctly undemocratic means to do it.

Kemal’s first challenge was to extend the rule of his government and its
laws across the new nation’s territory. In that considerable task, he suc-
ceeded, but Kemal was not able to realize his most ambitious moderniza-
tion goals before his death in 1938. He established a stable state with a
liberal republican constitution, but he did it largely by decree. He alone for-
mulated policies, dismissed dozens of those who disagreed with him, and
ignored his own constitution when it suited him. He allowed his rivals to
form a parliamentary opposition and then dissolved it when it became
popular. In place of an organized opposition, Kemal allowed “indepen-
dents” to question government policy in parliament, but actively under-
mined those whose independence was excessively genuine.”

Turks were considered equal before the law, but were seldom treated
equally in practice. In the style of revolutionary France, Kemal addressed
his subjects as “citizens.” Yet, fifteen years was hardly enough time—even
for a man of Kemal’s Napoleonic talent, ambition, and energy—to re-
dress the inequalities of wealth, status, political access, and education in
the first days of the Turkish republic. Kemal believed that universal edu-
cation was the best way to bring Turkish life into line with that of Euro-
pean countries. But when he died, two-thirds of Turkey’s people were still
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illiterate.® Some have even accused Kemal of using the courts to execute
former allies. In Atatiirk, his biography of Kemal, Andrew Mango says
of Turkey’s founding father, “He was a man of the Enlightenment, and
the Enlightenment was not made by saints.” There is evidence, in fact,
that in the early 1920s, Kemal led military campaigns against Russian
Armenians living within the borders of what would become the Turkish
Republic. These Armenians had returned to their homes following the
killings and mass deportations that Ottoman authorities began in 1915. A
number of credible historians thus accuse Kemal of extending the Armen-
ian genocide.*

Certainly, Mustafa Kemal Atatiirk is directly responsible for Turkey’s
place on the right side of the J curve. His greatest legacy, in fact, is “Kemal-
ism,” strict adherence to the secularism of the republic and the protection of
Turkey’s territorial integrity that the majority of Turkey’s people have al-
ways considered the founder’s gift to the nation. Kemalism is a kind of civic
religion in Turkey, enshrined in all of the modern republic’s constitutions,
many of its laws, and in the oaths of allegiance sworn by Turkey’s presi-
dents, lawmakers, and other officers of state. Kemal did proclaim himself
“father of the Turks,” but it was only in death, as his successors developed
the idea of Kemalism as their continuing mandate, that Mustafa Kemal was
proclaimed Ebedi Sef, “the Eternal Leader.”’

In reality, Kemalism, as it is most often interpreted, produces policies
that help move Turkey more resolutely up the right side of the J curve than
anything Kemal himself ever accomplished. He created a political system
based on one powerful party. Yet, Kemalism is regularly invoked to cele-
brate Turkey’s genuine and dynamic multiparty system. Kemal’s statist
economy has been replaced, under the banner of Kemalism, with a vibrant
market-driven economy.

* Acts of mass violence by Turks against Armenians, and Kemal’s role in them, remains a
hotly debated topic. Armenia claims that between 1915 and 1917, the government of the
Young Turks systematically murdered more than a million ethnic Armenians and exiled
many more. The Turkish government claims that there were no more than 200,000 to
300,000 deaths, and that they were not the product of an organized genocide but died in-
stead in battles between Turkish troops and Russian-backed Armenian militias. Most well-
respected scholars in the West accept the Armenian account, and the Turkish government
has faced international pressure to recognize that the massacre was indeed a genocide.
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The Curious Role of the Turkish Military

The greatest irony of Kemalism is that Kemal himself argued passionately
that the armed forces should never involve themselves in politics. Yet, while
it is within the Turkish military that Kemalism is treated as a system of sa-
cred guiding principles for the nation, the military has violated Kemal’s
principle of noninvolvement in politics for forty years. The Turkish armed
forces have, in fact, appointed themselves guardians of Kemal’s legacy and
enforcer of their own interpretation of his beliefs.

In particular, the military elite believes it must protect Turkey against
any threat from separatists, terrorists, and religious fundamentalists. The
1982 constitution, written essentially by the military, required the cabinet
to give “priority consideration to the decisions” of the National Security
Council (NSC), an advisory body of senior military and cabinet members
the council considers “necessary for the preservation of the State.” ™ Al-
though the constitution suggested that the NSC was subordinate to the
civilian government, it required that half its members be army officers.* In
reality, the NSC remains Turkey’s final arbiter of power. Simply stated, the
Turkish General Staff (TGS) considers itself better placed than any civilian
government to determine Turkey’s national interest and to formulate the
policies designed to pursue it. The military view is that civilian govern-
ments come and go; the Turkish military is the keeper of Kemalism’s eternal
flame.

Four times since Turkey’s founding, the military has dismissed civilian
politicians who challenged its authority or strayed from its interpretation
of Kemalist ideology. It has pushed aside three prime ministers since 1960
and, as recently as 1997, engineered a bloodless coup to get rid of the Is-
lamic Welfare Party (REFAH) and its unsteady coalition government."

On the other hand, it would be a mistake to oversimplify the role of the
armed forces in Turkish national life. None of Turkey’s military leaders has
ever attempted to hold absolute power following a coup, because, even with
its sometimes self-serving interpretation of Kemalism, the Turkish military
believes it is the country’s guardian, not its dictator. It has always returned
power to civilian control once order was reestablished.

* Recent changes reduced the number of military officials and enable the general secretariat
to be held by a civilian.
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Since 1990, anxiety has grown within the armed forces that Islamic
radicalism threatens the Kemalist ideal of secular modernity. In 1992,
the NSC drafted a National Security Policy report that identified “political
Islam as a threat to the country’s security.” The army has dismissed officers
for public demonstrations of excessive piety. In 2004, Ankara’s central
military academy declared a “war of liberation” against Islamic fundamen-
talism.”

In 1997, the NSC presented then Prime Minister Necmettin Erbakan
with eighteen anti-Islamist measures, which he accepted but dragged his
feet on implementing. Despite Erbakan’s hesitation, laws were imposed re-
stricting Islamist media; and an investigation began into contributions
REFAH received from abroad. In 1997, the constitutional court banned the
Islamic party. The bloodless coup came to a climax when Erbakan resigned
soon after.” Turkey’s armed forces prevent the nation from sliding down
the right side of the curve into instability, but its leaders are also an impor-
tant obstacle to Turkey’s ability to consolidate democratic institutions and
to move further up the right side.

Despite the fact that few in Turkey’s military are unhappy with Turkey’s
membership in NATO, which it joined in 1952, there are nationalists within
the armed forces who would like to keep the country out of the European
Union. But much of the military leadership, most of the political leader-
ship, and the majority of the Turkish people await the EU’s invitation as the
fulfillment of Atatiirk’s founding vision for modern Turkey.

The Road to the EU

Turkey’s path toward membership in the European Union has been a cir-
cuitous one. Turkey and the European Community signed an Association
Agreement in 1963, Turkey applied for EU membership in 1987, and be-
came a formal candidate in 1999. Since then, it has made only incremental
progress toward accession, and a number of European political leaders have
campaigned aggressively against Turkey’s bid.

In 2002, the EU set out all the conditions that Turkey needed to meet be-
fore membership talks could begin, including rules that required the coun-
try establish stable institutions that guarantee democracy, rule of law,
human rights, and a viable market economy.
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Turkey’s leaders have enacted a number of these reforms. Ankara has
implemented legislative and constitutional changes that relax restrictions
on freedom of the press. In 2004, Turkey ratified Protocol 13, which abol-
ished the death penalty. It adopted measures to ensure the independence of
the judiciary. In response to criticism of its antiterrorism laws, the govern-
ment eliminated statutes within them that restrict political expression.

Lawmakers have created new protections for the rights of the country’s
Kurdish minority, which makes up about 20 percent of Turkey’s popula-
tion. New laws guarantee the right of Kurds to education in their own lan-
guage. The rights of Kurdish media have been codified and expanded, and a
limited amnesty has been introduced for Kurdish separatists.*

Turkey has also enacted a broad range of economic reforms. The gov-
ernment has reduced inflation, interest rates, and delinquent loans. Thanks
to the sure-handed fiscal and economic policies of the popular finance
minister Kemal Dervis, Turkey earned a nearly $20 billion rescue package
and loan agreement in 2002 that helped the government reduce the size of
the pension system and reform bankruptcy law. Inflation fell to its lowest
level since the mid-1970s. Economic growth came in at an impressive 8.9
percent in 2004 and 6 percent in 2005.

There have even been reforms that limit the power of the military over
civilian government. In 2004, the European Parliament warned Ankara that
the military still exercised too much influence in Turkish governance.
Within two months, Turkey responded with a constitutional amendment
that limits the military’s power.

But what happens to all these reforms if Turkey is not invited to join the
European Union?

Turkey Is Not Germany

The Justice and Development Party (known by its Turkish acronym AKP),
won a landslide victory in parliamentary elections in November 2003. Led
by Prime Minister Recep Tayyip Erdogan, the AKP has embraced a moder-
ate, democratic political agenda.

But Erdogan has never fully escaped suspicion that his public adherence
to Kemalist secularism is a strategic disguise that will eventually allow him
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to introduce Islamic principle into Turkish governance. Critics empha-
size Erdogan’s fundamentalist background and recent AKP positions on
women’s rights and education to argue that Turkey and Europe have not yet
met the real Erdogan, and that they are likely to be disappointed when
they do.

Recep Tayyip Erdogan was educated in religious schools as a devout
Muslim. As a teenager, he was forced off a soccer team for refusing to shave
the beard he considered it his religious duty to grow. His wife wears the tra-
ditional headscarf. Elected mayor of Istanbul in 1994, Erdogan declared
himself the city’s “imam” and opened his first city council meeting by
chanting from the Koran. As mayor, he banned the public consumption of
alcohol, and criticized the use of contraception. After reading an Islamist
poem at a 1998 rally,* Erdogan was convicted of using religion to provoke
disorder and sent to jail for four months.”

An aside: This episode beautifully expresses the tensions that keep
Turkey from moving resolutely in either direction on the right side of the
J curve. The guardians of Turkish secularism believe that radical Islam is the
most likely source of potential instability in the country—and of a slide
down the curve toward chaos. They have often acted quickly to head off
such a move. Yet, jailing a politician for publicly reading a poem is hardly
the way a state moves further up the right side of the curve toward a more
open society. It is a paradox that Turkey—and many other states—has yet
to resolve.

Those most suspicious of Erdogan’s intentions point out that it was four
months in prison that reportedly converted the former “imam” of Istanbul
to Kemal’s vision of a secular, democratic Turkey. His considerable current
popularity is based on a mix of populist appeal—some of it from religious
Muslims—and his embrace of Kemalism. Erdogan now says he considers
religion a private matter and that, though Islam guides his personal actions,
Turkey’s secular constitution inspires his political choices.**

* The poem read in part, “The mosques are our barracks, the domes our helmets/The
minarets our bayonets, and the faithful our soldiers.”
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European Turkey

There is no step Turkey can take that better reinforces its long-term stability
than joining the European Union. Erdogan has promised that winning the
invitation is his most important task. EU membership could make Turkey a
model of liberal democracy for the Muslim world, bind Turkey to Western
institutions, and reinforce its position as a bulwark against Islamist extrem-
ism. An EU rejection of Turkey’s application, on the other hand, could
anger Turkey’s citizens, reverse domestic reforms, embolden religious ex-
tremists, and provoke more military interference in politics. The result
would be a clear slide into dangerous political and social instability and to-
ward the left side of the J curve.

Joining the EU remains popular with most Turks. Political liberals and
business leaders hope EU membership would bring new political and eco-
nomic reforms. For the urban and rural poor, it promises a higher standard
of living. For Turkey’s secular elite, it points toward continuing movement
in a modern and democratic direction. Many in the military believe it
would guarantee Turkey’s security; Islamists believe it would reduce the in-
fluence of the Turkish military in their affairs. Minorities, especially the
Kurds, see it as a means of guaranteeing respect for their rights."”

Yet, many Turks fear the EU is forcing Turkey to reform for nothing, and
that no EU invitation to a Muslim candidate will ever arrive. European gov-
ernments, already struggling to assimilate Muslim minorities into their
own countries, argue that pulling Turkey into the union would force them
to accept responsibility for stability in the volatile Middle East. As a com-
promise—or perhaps as an escape mechanism—some EU leaders have
proposed a new idea, one that promises more than partnership but less
than full admission. France has suggested giving Turkey “special status”;
German Chancellor Angela Merkel has called for a “privileged partnership.”
But Erdogan has ruled out Turkey’s interest in anything short of full EU
membership. He and other senior Turkish politicians complain that these
formulations provide almost nothing that Turkey doesn’t already enjoy as a
member of other European institutions.” Perhaps Turkish skepticism of
Europe’s willingness to admit the country to the Union is well founded. In
fact, there’s good reason to believe Turkey will be left in the waiting room.
Across Europe, anti-Muslim anxiety is giving Europeans pause as they con-
sider the possible admission into Europe of a large, predominantly Muslim
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country. Their fear, and the ease with which applicants for membership can
be turned away, may well create insurmountable obstacles to Turkey’s ac-
cession.

Indeed, Europeans are becoming increasingly anxious about the grow-
ing Muslim populations in their midst. There are already 15 to 20 million
Muslims living inside the EU, and their presence has provoked a backlash in
areas where unemployment is high and where Muslims are seen to resist as-
similation. The March 2004 bombings in Madrid and the July 2005 London
public-transport attacks, both carried out by groups that claim affiliation
with Al Qaeda, have convinced many in Europe that a large-scale 9/11-style
terrorist attack there is increasingly likely. The November 2004 murder by
Islamic militants of Dutch filmmaker Theo van Gogh—who had recently
released a film about the ill treatment of women in Muslim society—
unleashed a series of attacks and reprisals in the Netherlands. A string of tit-
for-tat arson attacks there on mosques and churches had local police on a
state of high alert for weeks. Anti-Muslim assaults have increased in several
EU countries. Rioting in Muslim communities across France grabbed
headlines in the fall of 2005. Violence across the Islamic world following the
publication in Denmark of cartoon images of the prophet Mohammad
produced further European anxiety in 2006.

European critics of Turkey’s admission insist the EU is not ready for a
Union that borders Iran, Iraq, and Syria. Following the war in Iraq and the
back-and-forth on Middle East peace, these critics are ever more confident
that the majority across the continent will agree with them. Opinion polls
appear to support that view and reinforce the suspicion in Turkey that much
of the public opposition is based on social and cultural fears. According to
Eurobarometer, a public opinion survey requested by the European Com-
mission and conducted in May and June of 2005, 52 percent of the citizens of
the twenty-five-member European Union oppose Turkey’s membership.
Only 35 percent are in favor. More than half (54 percent) said, “Cultural dif-
ferences between Turkey and the EU member states are too significant to
allow [Turkey’s] accession.” In nine of the twenty-five EU states, the number
was higher than 60 percent. A full 63 percent agreed that “Turkey’s joining
could risk favoring immigration to more developed countries in the EU”
The number was higher than 70 percent in eight EU states. Only 29 percent
agreed that “Turkey’s accession would favor the rejuvenation of an ageing
European population.” More than 50 percent disagreed.”
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Anger against Muslims in Europe has made its way into European poli-
tics. Anti-immigrant, far-right parties have appeared in recent years in sev-
eral European countries: Austria’s Freedom Party, Italy’s Northern League,
Switzerland’s People’s Party, and Norway’s Progress Party work with like-
minded groups in France, Germany, and other European countries. Even
mainstream parties have responded to anti-Muslim popular sentiment.”
Then French Prime Minister Jean-Pierre Raffarin captured the attitude in
France toward Turkey’s possible admission to the EU when he publicly
asked in September 2004, “Do we want the river of Islam to enter the
riverbed of secularism?” France’s President Jacques Chirac, publicly in favor
of Turkey’s entry, then announced that France would hold a referendum on
any further enlargement of the Union. Opinion polls in 2004 suggested
that 56 percent of French citizens opposed Turkey’s bid.* In effect, Chirac
gave the French people a veto over Turkey’s admission. The French presi-
dent has assured his people their government will abide by the outcome of
the referendum—and, crucially, a “no” vote from any single EU member-
state would prevent Turkey from joining the EU.

That veto could come from any of a number of EU members. In Ger-
many, the local government of Bavaria followed France’s lead in 2004 in
banning the wearing of Muslim headscarves in local schools. Denmark re-
stricted the Muslim practice of arranged marriages. Britain now requires all
would-be British citizens to take an oath of allegiance. In fact, it appears
more and more likely that an ultranationalist, xenophobic party will even-
tually come to power in an EU member state—either alone, or as the lead
party in a coalition. In France’s 2002 presidential election, arch-xenophobe
Jean-Marie Le Pen edged out the Socialist candidate, then Prime Minister
Lionel Jospin, for a place on the second-round ballot opposite Chirac. Far-
right parties have made important gains in regional elections in Germany
and Denmark. But whether the veto comes from France, Austria, Germany,
the Netherlands, Belgium, Denmark, or somewhere else, it is increasingly
likely. Turkey’s membership could be delayed for decades. Or it could be put
off forever.

The loser in that event would be everyone who finds advantage in
Turkey’s presence on the right side of the J curve. If Turkey’s substantive

* The 2005 rejection by voters in France and the Netherlands of a new EU constitution was,
to some extent, a protest vote against Turkish membership.
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and far-reaching reforms do not allow steady progress toward its entry into
the union, there will surely be a backlash within the country. Religious
Turks like Erdogan will no longer rein in their inclination to introduce and
enforce Islamic restrictions on personal conduct—particularly for women.
There is then no reason to believe Turkey’s Kemalist army officers won’t in-
tervene in Turkey’s democracy. The progress toward greater levels of free-
dom, openness, and the construction of stable independent institutions
will be reversed in favor of a conflict between Turkey’s most extreme
powerbrokers. Conflict with Kurds within Turkey, in Iraq, in Syria, and in
Iran may boil over.

For the United States, this means the possible loss of a reliable NATO ally
that borders Iran, Iraq, and Syria. Israel, with whom Turkey is virtually the
only Muslim country to enjoy good relations, may likewise lose a friendly
nation in a geopolitically crucial location. EU-Turkey relations might not
recover.

None of these worst-case scenarios is likely in the near term. But unless
the current dynamic changes in favor of an EU embrace of Turkey’s entry
into Europe, it’s hard to see how a slide down the right side of the curve
toward instability can be avoided. As accession negotiations continue, the
United States can and should do everything possible to encourage the Euro-
pean Union to welcome Turkey’s bid and to urge the Turkish government to
continue to meet EU requirements for membership. U.S. leverage with both
sides is, of course, limited. Public statements on the issue may not be help-
ful. But Washington’s behind-the-scenes influence still matters and can be
put to use. Should Turkey’s bid ultimately fail, Washington should vigor-
ously reinforce America’s political and economic ties with Ankara to help
ensure that the end of Turkey’s EU candidacy does not mean the end of
Atatiirk’s dream of modernity.

ISRAEL

In creating the state of Israel, the nation’s founders hoped to accomplish
three things: they wanted to found a Jewish state, they wanted the new state
to be a democracy, and they wanted to build this new homeland on the en-
tirety of the biblical land of Israel—a territory stretching from the Mediter-
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ranean to the Jordan River and even into areas of present-day Jordan. But
like so many states in the Middle East, the boundaries of the new state were
drawn by European policymakers. In 1947, the United Nations offered the
Jewish people about half the land they hoped for and set aside the other half
for Palestinian Arabs. The leader of the Zionist movement of the time,
David Ben-Gurion, argued that the presence of so many Arabs ensured Is-
rael could only fully achieve two of the three goals. The choice of which two
goals to pursue would define the identity of the new state.

The presence of a million Palestinians meant that a democracy covering
all the historical land of Israel could not be a Jewish state, and that a Jewish
state spanning all the biblical land could not remain a democracy. So Ben-
Gurion built a constituency around the idea of a Jewish democracy that
governed about half the hoped-for territory—that offered by the UN. The
nation was established in 1948 as a democracy open to the outside world
positioned firmly on the right side of the J curve. This status quo formula-
tion remained in place for nearly two decades.

In June 1967, the Six-Day War erupted as Israel launched strikes against
Egypt, Jordan, Syria, and Iraq to head off an expected attack. Israel won a
quick victory and occupied the West Bank (of the Jordan river) and the
Gaza Strip, extending Israeli rule over virtually all the land the Zionists
sought. Yet, these territorial spoils of war substantially diluted Israel’s over-
whelming Jewish majority by bringing large numbers of Palestinians under
direct Israeli occupation. Again the fundamental questions of boundaries
and identity required a political answer.

Were Israel to keep the land and remain a democracy, Israelis would
have to allow more than a million Palestinian Arabs in the occupied territo-
ries to vote in Israeli elections alongside the half-million Israeli Arabs al-
ready living inside Israel. Thus, were Israel to remain a Jewish democracy
with control of the West Bank and Gaza, the nation’s leaders had three
choices. They could cede to the Arabs who wanted to destroy them most or
all of the newly acquired, long-sought-after land considered sacred by
many Israelis. They could evict the Palestinians living there. Or they could
indefinitely postpone resolution of the dilemma, occupy the land, and deny
Palestinians outside Israel’s original borders basic political rights. Israeli
leaders knew the international community would never support the forced
expulsion of Palestinians from the West Bank and Gaza. And they believed
areturn to the pre-1967 status quo threatened to reignite the war and to un-
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dermine Israel’s security. In the end, Israeli politicians discovered what
leaders all over the world have found: it’s easier to postpone a tough choice
than to make a decision and to live with the consequences.

From the end of the Six-Day War, Israelis have faced the same choices
the founders struggled over in 1948: Israel could be a Jewish police state
that spans all the biblical land of Israel, a democracy covering all the land of
Israel that renounces its Jewish character, or a Jewish democracy that rules
only part of the historical land and cedes the rest to Palestinians.” Decades
later, Israeli leaders have yet to implement an answer to this question. While
Israel remains firmly on the right side of the J curve, this unresolved funda-
mental problem has undermined Israeli democracy, poisoned Israel’s rela-
tions with much of the outside world, and initiated a slow Israeli retreat
down the curve toward instability.

Israelis, of course, have their reasons for refusing to abandon the territo-
ries gained in war. First, they fear that Palestinians, many of whom have
publicly dedicated themselves to pushing Israel into the Mediterranean,
would use the recovered land as a staging area for attacks against Israel. Sec-
ond, no Arab leader has ever been willing and able to guarantee Israelis that
quitting the occupied territories would lead to sustainable peace agree-
ments that all would honor. Immediately after the Six-Day War, Arab lead-
ers—including those of the Palestine Liberation Organization—agreed in
Khartoum they would not make peace with Israel, would not negotiate with
Israel, would not even recognize Israel’s right to exist.

It was not until Egypt broke ranks with its Arab brothers in 1978 and
signed a peace deal with Israel in exchange for return of the then Israeli-
occupied Sinai Desert that Israel enjoyed diplomatic relations with any of
its immediate neighbors.* But on the more fundamental question of trad-
ing biblical land for peace, even Ben-Gurion, the pragmatist who first ar-
gued that the Jewish and democratic nature of the state was more
important than any immediate question of borders, created obstacles for
those who now seek to resolve the issues of Israel’s identity. Speaking to the
20th Zionist Congress in Zurich in 1937, Ben-Gurion declared: “ . . it is
better to have immediately a Jewish state, even if it would only be in a part
of the western land of Israel. . . . [But in the long term] no Jew has the right

* Israel signed a peace deal with Jordan in 1994.
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to relinquish the right of the Jewish people over the whole land of Israel. It
is beyond the powers of any Jewish body. It is even beyond the powers of the
whole of the Jewish people living today to give up any part of the land of Is-
rael.”?

As we've seen with Turkey’s Atatiirk and will see with India’s Nehru, cre-
ating policy that contradicts the moral and political philosophy of a
democracy’s founding father can be a tall order.

Israeli Openness

At this point, Israel remains the only true democracy in the Middle East.*
That Israel has maintained open governance despite the high level of out-
side pressure on the country is remarkable. Israel may be criticized strongly
for foreign policies that have destabilized other states, particularly
Lebanon. But the United States, France, and Britain, to name just three, are
nations well entrenched on the right side of the J curve whose foreign poli-
cies are themselves hardly above reproach on that score.t However destabi-
lizing for other states, a nation’s foreign policy only alters its position on the
] curve to the extent those policies reflect or alter internal policy.

Israel remains on the right side of the J curve because its citizens can
change their government democratically. Regularly held elections have led
to several peaceful transfers of power between political parties with diver-
gent political philosophies since 1948. There are civil-rights protections for
minorities. Israeli Arabs have the right to vote. Arab residents living within

* As of this writing, Palestinians, Lebanese, and Iraqis have taken first steps toward joining
them. In January 1996, Palestinians elected Yasir Arafat president of the Palestinian National
Authority. New elections have since been held in the West Bank and Gaza. In January 2006,
the militant group Hamas won a landslide victory in parliamentary elections. In January
2005, Iraqis voted in the first multiparty elections in more than fifty years for members of a
provincial council and a 275-member National Assembly. In June 2005, an anti-Syrian al-
liance won majority control of Lebanon’s parliament. But Palestinians, Lebanese, and Iragis
have a long way to go to establish the legitimacy of democratic norms, the viability of local
political institutions, or legal protections that ensure respect for civil rights.

t This is not to say Israeli foreign policies are identical with those of other Western democ-
racies. After all, Israeli Jews have mandatory armed service in annexed territories directly on
Israel’s border, and Palestinians are forced to pass through security checkpoints to come into
and out of Israel for work.
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Israel’s borders who are not citizens have all the same rights Israeli citizens
do, except the right to vote in national elections.* Although Israel has no
formal constitution, a series of basic laws has the force of constitutional
principles.” Israel has maintained independent, functioning institutions
that give the political system meaningful checks and balances. An example:
Israel’s highest court ruled in July 2004 that Prime Minister Ariel Sharon
had violated the human rights of Palestinians when he ordered the con-
struction of a security wall extending through sections of the occupied
West Bank. While Sharon insisted his decision had been based on the high-
est imperatives of national security, the court ruled that twenty miles of the
wall had to be torn down and rerouted. The prime minister submitted to
the court’s authority.

Israel has a vibrant free press. Newspapers are privately owned and are
free to criticize the government. Print articles on security issues are subject
to a military censor, as they are in many countries, though the scope of per-
missible reporting is wide, and editors can appeal a censorship decision to a
three-member tribunal that includes two civilians.* While apartheid-era
South African journalists could be—and often were—jailed for publishing
criticism of the white government’s treatment of blacks, Israeli media are
largely free to criticize official Israeli policy on the treatment of Palestinian
Arabs. And while apartheid South Africa banned nongovernmental organ-
izations that campaigned for the rights of blacks, no such prohibition exists
in Israel on groups that promote the interests of Palestinians.

Israelis (Jews and non-Jews) enjoy broad religious freedoms. Although
Israel is officially a Jewish state, the government often acts in the interests of
its secular community over the objections of the Orthodox establishment.
In March 2003, for example, the Israeli government ordered the indefinite
suspension of the enforcement of the no-work law during the Jewish Sab-
bath despite the activism of the Orthodox community. Israeli law also pro-
tects the religious freedoms of Christians, Muslims, Bahais, and other
religious minority groups.”

Academic freedom in Israel is legally protected. Freedoms of assembly
and association are respected. Demonstrations, including outside govern-

* Arab residents have the right to vote in municipal elections and are eligible to apply for cit-
izenship. Although Israeli Arabs are not subject to mandatory military service, some have
volunteered, and several have been decorated for their service.
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ment buildings, are allowed. Israel features a vibrant civil society. Workers
are free to join unions and have legally protected rights to strike and to pur-
sue collective bargaining. Foreign workers who enter the country legally
enjoy wage protections, medical insurance, and safeguards against em-
ployer exploitation.”

Israel is open to the outside world. More than a million foreigners vis-
ited Israel in 2003. In that same year 3.3 million Israelis traveled abroad.”
Israelis are connected with the outside world and with one another. A study
in 2002 reported that more than 80 percent of Israelis own cell phones,
placing it sixth in the world on a percentage basis. A 2000 survey found that
54 percent of Israelis own personal computers, compared to only 42 per-
cent of Americans.* More than 95 percent of Israelis can read and write.”

Women have achieved relative parity at almost all levels of Israeli soci-
ety, although they are somewhat underrepresented in government: as of
February 2005, 18 women sat in the 120-seat Knesset (though that figure
compares favorably with the 14 women serving at the same time in the
United States Senate). In May 1999, an Arab woman was elected to the
Knesset for the first time. According to a 2005 report in the Jerusalem Post,
“Women hold 61 percent of management posts in municipalities and 51
percent of the top academic, engineering, and technical positions.”*

Israel has a dynamic market economy with substantial private invest-
ment in research and technology. Israel’s high-tech sector, second only to
California’s Silicon Valley in concentration of firms, attracted $4.4 billion in
foreign direct investment in 2000.*

In some ways, the government suffers from a surfeit of parliamentary
democracy. In 2000, at a time when then Prime Minister Ehud Barak was
involved in negotiations at Camp David with Yasir Arafat over the shape of
a possible “two-state solution” to the Israeli-Palestinian conflict, no fewer
than nineteen different political parties were represented in the Knesset.”
The process of cobbling together coalitions of strange bedfellows under-
mines the effectiveness of any Israeli government, particularly those most
ambitious to resolve the Israeli-Palestinian conflict and to address the ques-
tion of Israel’s borders and identity. Governments often don’t last very long,

* The survey on computer statistics was conducted by the Global TGI market research com-
pany in New York and was reported in Hani Barbash, “Israel outranks U.S. in home comput-
ers and cellular phones,” Haaretz, January 24, 2000.
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budgetary processes get caught up in endless wrangling, and pork-barrel
politics overwhelms the prime minister’s agenda. While the presence of so
many parties in parliament enhances stability in everyday governance, it
undermines a state’s ability to address the most intractable political prob-
lems—including those that threaten state stability.

Certainly, there are sharp divisions among Israeli Jews on the role of pol-
itics in the Jewish state. The 2005 withdrawal from Gaza highlighted con-
flicts between those who believe the government should be the ultimate
political authority in Israeli life and those who believe that elected lawmak-
ers have no right to violate what they consider to be God’s laws. In general,
these arguments are played out in the Knesset, where political parties that
cover virtually the entire political and religious spectrum debate Israel’s
most controversial questions.

The Politics of Demographics

For decades, the United States has been the “guarantor of last resort” for
Israel’s security. There are many reasons for this. There is a political and
economic affinity based on the fact that Israel is the only democracy and the
only right-side-of-the-J-curve state in the region. It is surrounded by Arab
states that are traditionally hostile to Israel’s existence. In addition, there is
a cultural affinity because the United States has a substantial Jewish minor-
ity and because the evangelical Christian community celebrates a “Judeo-
Christian” connection. Both groups are well represented among the most
influential men and women in American governance. To protect Israel
from those who wish it did not exist, the U.S. government has helped arm
the Israeli army for decades.*

Israel’s stability is especially vulnerable for many reasons. The Western
world’s imposition of an Israeli state into a land then dominated by Pales-
tinian Arabs and the subsequent Arab-Israeli War that pushed millions of

* That said, it was the British and the French, allies of the Israelis during the 1956 war with
Egypt, who built the foundation for the Israeli military. The United States was on the oppo-
site side of that conflict. And while the United States ultimately did little to prevent Israel
from developing the nuclear-weapons capability most believe it has, the John F. Kennedy ad-
ministration attempted, through diplomatic channels, to halt the Israeli nuclear program.
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Palestinians into exile have earned Israel the enmity of much of the Muslim
world. The stateless plight of so many Palestinians and the perception that
the United States has not acted as an honest broker between the two sides
have produced six decades of unresolved conflict and threatened Israel’s se-
curity.

But today, the greatest threat to Israeli security—and its place on the
right side of the J curve—comes not from without but from within. The
multiparty system has worked reasonably well for Israelis—as long as Jews
held a strong majority. But as Jewish immigration into Israel slows and
Arab demographic growth continues, the balance is shifting.

In general, states with a nontitular ethnic minority population that plays
only a marginal role in politics and the economy—Ilike Kurds in Turkey—
benefit internationally and domestically from open governance. When the
nontitular nationality is extremely influential—like Han Chinese in In-
donesia—there is no choice but to include them in the processes of govern-
ment and the economy. But when the degree of influence of the minority
group is between these two extremes, as it is in Israel, there is a greater dan-
ger that exclusionary nationalism will cause conflict. In Kazakhstan in the
early 1990s, for example, Kazakhs were forced to accept the political and
economic influence of ethnic Russians who remained there following the
breakup of the Soviet Union and made up about 40 percent of the popula-
tion. But as more than a quarter of these Russians emigrated, ethnic Ka-
zakhs intensified a process of “Kazakhification” of the country’s politics and
culture.

It’s the relative demographic weight of the minority group that makes
the difference. Excluding the West Bank, Jews make up about 80 percent of
Israel’s population. With the occupied territories of the West Bank, Jews
make up less than 60 percent. Before the evacuation from Gaza, Professor
Arnon Soffer of Haifa University estimated that by 2020 the population
covering the area between the Jordan and the Mediterranean would com-
prise a population that is 42 percent Jewish and 58 percent Muslims and
others.” Professor Sergio de la Pergula of the Hebrew University predicted
that Arabs would outnumber Jews as soon as 2010. His study suggested the
population of Israeli Jews would drop to 47 percent by 2020, and 37 percent
by 2050. He also calculated that a division of Israelis and Palestinians into
two states based on the 1967 borders would allow Israel to remain a pre-
dominantly Jewish state, with Jews accounting for 79 percent of the popula-
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tion by 2010, declining only to 74 percent by 2050.” All these statistical pro-
jections include the now-evacuated Gaza settlements. And they are subject
to the passions of Israeli politics and remain under dispute.

Palestinians know the Israelis fear the effects of the demographic shift,
and they use it to strengthen their negotiating position on a final settlement
of the conflict. They remind Israelis that the Palestinian birthrate in the oc-
cupied territories is double that of Israeli Jews and that the pace of Jewish
immigration to Israel has substantially slowed. Saeb Erekat, a Palestinian
cabinet minister, told a conference held by the Peres Center for Peace in Jan-
uary 2005 that “every additional house you add in the settlements prevents
asolution of two states for two peoples. And then there will be one state, but
you will be a minority in it.”*

Estimates at the time (before the Israeli withdrawal from Gaza in August
2005) suggested that between 3.4 and 3.9 million Palestinians lived under
Israeli occupation in the West Bank and Gaza. Yet some dispute these fig-
ures. A controversial study published in 2005 by a group of U.S. and Israeli
Zionists suggests there are actually only 2.4 million Palestinians in the terri-
tories and that “if 50,000 Jews immigrate to Israel every year it will be possi-
ble to preserve the 60:40 Jewish majority over time.”* The study argues,
therefore, that Israel need not be in a hurry to cede the occupied territories
to Palestinians.

Yet, all of these demographic arguments miss the more immediate
point. The critical issue is not whether Israeli Arabs will demographically
overwhelm Israeli Jews and form a majority that gives them a dominant po-
sition in any democratic Israeli government. Such a dramatic population
shift-isn’t necessary to create tensions in Israeli governance that push Israel
down the right side of the J curve into substantial levels of instability. At
some point in the relatively near future, Arabs may form a large enough seg-
ment of the population that a political party that represents their interests
would become a swing party in the Knesset—where they would be critical
to the sustainability of a coalition government. If that happens, no govern-
ing coalition would be able to take meaningful policy action without the
approval of a small party dominated by Palestinian Arabs.

That demographic political shift would be unacceptable to large num-
bers of Israeli voters. Because Arabs would then hold a veto over Jewish pol-
icy on the governance of the Jewish state, the Israeli government might well
seek undemocratic means of excluding them from Israeli politics. Were
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Arabs to revolt against this more authoritarian system, Israeli Jews would
be forced to protect their most basic interests. The result would likely be a
vicious circle that goes beyond the civil unrest, terrorism, and reprisals of
the intifadas; the conflict would undermine the very democratic character
of the Israeli state.

With the death of Yasir Arafat in 2004 and the election of a new Palestin-
ian leadership, there was greater optimism that Israel had a partner with
whom it could make a viable peace deal. Israeli Prime Minister Ariel Sharon
pulled Israeli settlers and soldiers out of Gaza in 2005. To pursue a policy of
further withdrawals without obstruction from conservatives within his rul-
ing Likud, Sharon broke with the party he helped found in 1973 and created
Kadima in November 2005. The Israeli prime minister suffered a stroke in
January 2006 and was replaced by Ehud Olmert, who promised to carry
forward with the policy of unilateral withdrawals. Debate continues to rage
over whether the so-called “security wall” will become a permanent bound-
ary between Israelis and Palestinians. If Israel is to avoid admitting the de-
mographic Trojan horse into Israeli governance and a slide down the right
side of the J curve into instability, Israeli leaders will have to finally and de-
finitively answer the question they have so long avoided: where are Israel’s
boundaries and what kind of state is it?

INDIA

Charles de Gaulle once wondered, “How can one govern a country with 246
varieties of cheese?” A better question: How can one govern a country in
which 35 different languages are each spoken by at least 1 million people
(with more than 22,000 distinct dialects) and dozens of national and local
political parties compete for votes? How can one govern a country that
Winston Churchill once called “merely a geographical expression . .. no
more a single country than the equator™?

In short, how can one govern India? The nation’s first prime minister,
Jawaharlal Nehru, believed India should be governed as a democracy. De-
termined that no leader or elite should dominate India’s thousands of indi-
vidual factions, Nehru once wrote an anonymous article warning Indians
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never to trust him with dictatorial power. “He must be checked,” the prime
minister wrote of himself. “We want no Caesars.” *

India established itself on the right side of the J curve at midnight on
August 15, 1947. Since that moment, multiparty democratic politics have
provided India its political stability—even as failed policies based on com-
mand economics reinforced the economic stagnation that has kept hun-
dreds of millions of Indians in poverty through most of the nation’s first six

decades of independence.

Nehru

Recognized as Gandhi’s protégé, Nehru became India’s first prime minister
following the country’s independence in 1947 and served until his death in
1964. Like Atatiirk, Nehru quickly became a living symbol of his country’s
independence, and the policy precedents he set became as much a part of
India’s political tradition as Atatiirk’s became in Turkey. As a result, Nehru’s
political philosophy and personal values play an unusually large role in
modern India’s political life. His legacy consists of four main elements: the
construction of democratic institutions, secular governance, nonalign-
ment, and adherence to socialist economic principles.”

Nehru did not invent Indian democracy. Local-level democratic gover-
nance on the subcontinent began to develop centuries ago. The British
made a contribution too. While they ruled most of what is now India for
two centuries and denied Indians basic political rights, the British created
an efficient government bureaucracy that Indians played a large role in
maintaining. Further, those Indians who remained outside the bureaucracy
and began the struggle for independence gained valuable organizational
experience in unifying the country’s diverse political, social, religious, and
linguistic groups in opposition to British colonial rule.

Nehru believed democracy offered India its best hope for political sta-
bility. While Atatiirk tried to establish modern governance by decree,
Nehru allowed the nation’s ceremonial presidents pride of place in India’s
democratic rituals and submitted himself and his ministers to parliamen-
tary debate and to the slings and arrows of a boisterous opposition. He al-
lowed the judiciary to play its proper role in a nation governed by laws. He



218 The ] Curve

established the precedents that would guide India’s governments through
periods when democracy might not have otherwise carried the day.

Nor did Nehru invent Indian secularism; the separation of temple and
state is as old as the caste system. Nehru saw in that model the only means
by which an Indian government could avoid sectarian war and maintain
the loyalty of all India’s religious groups. Nehru’s secularism did not imply
that religion should play no role in India’s political life. It meant simply that
no single religious doctrine should dominate India’s governance. Nehru
himself was agnostic, and the Nehru-Gandhi family and their Indian Na-
tional Congress (INC) allies, who would provide modern India its prime
ministers for forty-four of its first fifty years, embodied this principle.* He
considered Hindu revivalism, in particular, a threat to India’s cohesion as a
nation.

Nehru also believed that, to protect India’s independence and self-
sufficiency, India had to remain neutral in the Cold War struggle between
the United States and the Soviet Union. His experience under British rule—
and his eighteen years in British jails—taught him to mistrust all forms of
Western involvement in India. Allying the nation with either Cold War su-
perpower, he feared, would create dependence on a superpower patron.t
Because the humiliation of British rule provided Nehru and his generation
their formative political experience, he believed independence should be
modern India’s primary political value.”

Yet, Nehru remained convinced throughout his life that the Soviet
model of economic development best suited India. He was impressed with
the rapid economic growth that Communism brought to the underdevel-
oped and multinational Soviet Union. At the same time, his socialist princi-
ples were both influenced by, and a rejection of, his experience of Great
Britain. He abhorred what he considered Britain’s predatory capitalist im-

* The family itself married across the boundaries of religion, sect, and caste, and in the case
of Italian-born Sonia Gandhi, across nationality.

t No issue has divided Indian and American leaders more over the years than U.S. support
for Pakistan. Washington has long considered Pakistan an important strategic partner, first
against the Soviet Union and then in the war on terror. The beginnings of a U.S. rapproche-
ment with India’s other regional rival, China, in the early 1970s further damaged relations.
Why, Indians have long wondered, would the United States cultivate better relations with
military rulers in Pakistan and Communists in China than with India’s committed demo-
crats? The answer, of course, has more to do with realpolitik than with ideology.
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perialism, but the Fabian Society socialism he encountered at Cambridge
deeply impressed him. India would survive, Nehru argued, only if it became
economically self-sufficient. He believed central planning and state control
of the economy were the most “rational” and “scientific” means of estab-
lishing that self-sufficiency and of equitably distributing India’s future
prosperity. If Western corporations were allowed to exploit India’s re-
sources, he feared, they would inevitably follow the model of the British
East India Company, which “came to trade and stayed on to rule.””

When Nehru died in 1964, there was no obvious successor to continue
his plan for India’s political and economic development. The INC chose Lal
Bahadur Shastri, essentially as a compromise candidate with too few ene-
mies to derail his nomination. Nehru and the INC, symbolically linked to
defeat of the British and the only party that had successfully developed a
national presence and name recognition, triumphed easily in the elections
of 1964. But when Shastri died less than two years later, the INC again faced
the challenge of finding a unifying figure with Nehru’s appeal.

As Shashi Tharoor has written, “In a country as vast, as multilingual, as
illiterate, and as poorly served by communications as India, national name
recognition is not easily achieved. Once attained, it is self-perpetuat-
ing. . . ” With that in mind, the INC party elite turned to Nehru’s daughter
Indira Gandhi in 1966. The Nehru-Gandhi name represented a national—
not a sectarian—identity for millions of Indian voters. Indira seemed to
offer the INC leaders two things they wanted: a winning surname and a
compliant personality they believed they would dominate. They were half

right.

Indira
Indira Gandhi, who would serve fifteen years as India’s prime minister, was
a college dropout. She left Oxford to marry an ambitious young Congress

Party member, Feroze Gandhi, in 1942.* While the two remained married
until his death in a car accident in 1960, Indira devoted most of her energy

* Feroze was not only unrelated to Mohandas (Mahatma) Gandhi, he was not even Hindu.
But the marriage of the names Nehru and Gandhi became a powerful political asset.
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and attention to work as her father’s private secretary and official hostess.
She served briefly, in 1959, as president of the INC.

From her father, Indira absorbed a pro-Soviet socialist economic philos-
ophy. Once in power, she stunned the INC elite that had elevated her by
purging the party of moderates and aligning herself with Indian socialists
and ex-Communists. She nationalized banks, ended the government’s sub-
sidies to Indian princes in compensation for the land it had redistributed,
and pledged to tackle poverty. Fearing the impact on India of America’s
strategic partnership with Pakistan and newly opened relations with China,
Indira relied increasingly on Soviet military, political, and economic sup-
port.* Her landslide electoral victory in 1971 was followed quickly by a mil-
itary victory over Pakistan in the war that brought independence to
Bangladesh. The Nehru-Gandhi dynasty reached the crest of its popularity.

But runaway inflation, unemployment, and pervasive corruption un-
dercut Indira’s popularity. In 1975, when a court convicted her of charges of
fixing the 1971 election, she invoked Article 352 of the constitution and
pushed India down the right side of the J curve into a state of emergency.
Indira essentially ruled India by decree for nineteen months, a period in
which the government jailed thousands of Indira’s political opponents,
censored the press, and postponed elections. In 1977, India’s Supreme
Court overturned her conviction.*

Because Indira had suspended freedom of speech and of the press dur-
ing the emergency, she had no way of gauging how unpopular she had be-
come. The inefficiencies of Indian socialism, the corruption that comes
with one-party domination, and the abuses of emergency rule conspired to
badly damage her political reputation. Driving the INC and the Nehru-
Gandhi family’s popularity down further, Indira’s son Sanjay, though he
held no formal post, engineered a number of repressive policies, including
slum demolitions, forced sterilizations, and police beatings of protesters.*!
Confident of victory, Indira called for elections in 1977. A coalition of op-
position parties crushed the INC. After thirty years in power, the INC and
the Nehru-Gandhi family found itself in opposition for the first time, in
large part because Indira used the state of emergency to cover abuses of
power most frequently found in left-side-of-the-J-curve states.

Indira’s decision to call elections in 1977 marks a crucial moment in

* India’s purchase of Soviet military equipment began under Nehru in 1959.
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India’s history. After nearly two years of autocratic rule and the country’s
only real flirtation with a move to the left side of the J curve, Nehru’s demo-
cratic legacy prevailed. Indira decided the Indian government’s legitimacy
could only be established by popular vote. India’s people then asserted their
will by casting out the party of modern India’s founding fathers. Following
the end of emergency rule and the INC’s 1977 defeat, democracy in India
has never again been suspended.

Return of the Dynasty

India’s first non-INC-led government was inept and short-lived. In 1980,
Indira was reelected and returned to power at the head of a splinter party,
“Congress-Indira.” Yet, many of the problems that had plagued her first
eleven years in power reasserted themselves. The corruption and arrogance
of power that brought down her government in 1977 returned with the
family. Soon after, Sanjay was killed in a plane crash. Having sidelined all
qualified deputies as potential rivals within the party, Indira turned for a
political heir to her elder son Rajiv.

In October 1984, at a time when public support for the Nehru-Gandhi
dynasty was again on the wane, Indira was assassinated by two of her Sikh
bodyguards. Seven years earlier, some in the INC had decided to aid and
protect a local Sikh extremist, Jarnail Singh Bhindranwale, who was useful
as a political check on local opposition to Indira’s government. The radical
Sikh fundamentalist, who some claim enjoyed financial support from the
Congress Party, began murdering his local enemies and agitating for an in-
dependent Sikh homeland. Indira realized she would have to stop the forces
her allies had set in motion. A government raid on a Sikh temple suppressed
the independence movement, but it also killed several innocent worshipers
and did permanent damage to the temple. Indira’s assassination was thus a
revenge killing.”

The assassination and the violence between Sikhs and Hindus that
followed have created a number of political aftershocks over the years. But
a state that can absorb social unrest and the assassination of the prime
minister without producing a crisis that threatens national cohesion en-
joys a stability more durable than that of any state on the left side of the
J curve.
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Indira’s martyrdom shocked the nation and, given her declining popu-
larity at the time, probably saved the dynasty’s political life. Rajiv, a political
novice deeply ambivalent about his place in the family business, won an
overwhelming election victory in 1984 and became prime minister.

Rajiv represented generational change. Younger Indians with little
experience of British rule, fewer illusions about the Soviet model of devel-
opment, and an admiration for Western culture and technology over-
whelmingly supported his candidacy. But despite his initial ambitions to
reform the INC and the Indian government, the party’s old guard re-
asserted itself and blocked most of Rajiv’s political and economic reform
initiatives. A scandal involving kickbacks paid to Indian politicians (al-
legedly including Rajiv) by a Swedish defense contractor helped bring
down the Congress government. In 1989, Rajiv was defeated by an anti-
Congress coalition led by the socialist Janata Dal (People’s Party) in alliance
with the Bharatiya Janata Party and India’s Communists.

The lesson Rajiv took from his loss was that he had allowed increased se-
curity (following Indira’s assassination) to separate him from direct contact
with the public. Running for reelection two years later, he sidelined much of
his security detail and waded into crowds at campaign stops. Rajiv was as-
sassinated by a Tamil suicide bomber in May 1991. Again the assassination
of a member of the family led to electoral victory as the Congress Party re-
turned to power.

Following the INC victory, P. V. Narasimha Rao led the party and the
government for five years (1991-1996), but lost enough of the Congress’s
parliamentary majority that calls began for Rajiv’s widow, the Italian-born
Sonia Gandhi, to accept leadership of the party. Having seen her mother-
in-law and husband murdered, Sonia was understandably reluctant to play
any role in the political life of her adopted country. But the power of her
name created intense pressures on her to extend the life of the Nehru-
Gandhi dynasty into the new century. In 1998, she accepted leadership of
the INC.

Also in 1998, the Bharatiya Janata Party (BJP), a Hindu nationalist orga-
nization with Hindu chauvinist allies, formed a government led by the ca-
pable Atal Behari Vajpayee. The BJP was, in a sense, the realization of
Nehru’s worst nightmare. India’s founding father believed Hindu national-
ism threatened the cohesion of Indian society, and the BJP, formed in 1980,
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elevated the concept of Hindutva (literally, Hinduness) to national promi-
nence.

Hindutva has always been a difficult-to-define concept, primarily be-
cause the BJP has continually recontextualized it to suit its political needs of
the moment. If traditional BJP ideology has a geographical center of grav-
ity, it is in the town of Ayodhya, site of the Babri Mosque destroyed by
Hindu fanatics in 1992. Throughout the 1980s, the BJP supported the claim
of Hindu chauvinists that the mosque had been built atop the birthplace of
the Hindu god Ram and should, therefore, be removed and replaced with a
Hindu temple. When a mob finally destroyed the mosque, several BJP offi-
cials were directly implicated in the resulting violence.

The BJP also built its political reputation on calls for the establishment
of a single civil code for all Indians, which would require the abolition of
Muslim Personal Law. Established under British rule and continued under
Nehru and his successors, Personal Law grants Muslims and other groups
the right to live by their own rules on marriage, divorce, and inheritance.*
Before coming to power, the BJP also supported a hard-line approach to
India’s relations with Pakistan, an end to Indian-controlled Kashmir’s spe-
cial status (Kashmiris have their own constitution), and opposition to the
opening of India’s economy.

That the BJP’s record once in power is quite different than these policy
positions suggest demonstrates how India’s diversity and political openness
support its stability. Management of a twenty-party coalition requires com-
promise. Despite years of tough rhetoric on relations with Pakistan, Vaj-
payee opened the negotiations that have now produced the best relations
between the two countries since partition. While in opposition, the BJP
usually favored maintaining a closed economy. In power, Vajpayee contin-
ued the INC’s economic reforms and opened several economic sectors to
foreign investment. Vajpayee never made a serious attempt to do away with
Muslim Personal Law. When the BJP sought reelection in 2004, it promised
to continue the opening up of the economy and investment in cutting-edge

* €. . religious communities continue to be governed by their own personal laws (apart

from Muslims, this applies to Christians, Zoroastrians, Jews and Hindus, as well as
Buddhists and Sikhs who, for legal purposes, are classified as Hindus).” http://www.law
.emory.edu/IFL/legal/india.htm.
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technology. The party emphasized the relative peace between Hindus and
Muslims in the states it governed. During the campaign, the six Muslim
candidates on the Hindu nationalist party’s list were on display throughout
the country. The party members most closely associated with Hindu-
Muslim confrontation were conspicuously absent. In essence, India’s right-
side-of-the-curve political structure forced the BJP to moderate its policies.

One notable campaign promise the BJP kept: the testing of nuclear
weapons. For the first time in nearly a quarter-century, India conducted a
series of underground nuclear tests in May 1998. Two weeks later, Pakistan
responded with three tests of its own.* While the world reacted sharply to
both sets of tests and the United States and others imposed sanctions on
both countries, India’s tests have done little in the long run to undermine
political stability. Sanctions on both countries were lifted in 2001, and the
tests have arguably stabilized relations between the two. In fact, in March
2006, President George W. Bush and Prime Minister Manmohan Singh
signed a landmark agreement that guarantees the United States will provide
India with nuclear fuel and technical expertise. And now that India’s econ-
omy has begun to open to the outside world and to push India further up
the right side of the J curve, the Indian government has new reasons to
moderate its policy initiatives. The costs of any incendiary rhetoric have in-
creased—for India’s economy and for all who would invest in its growth.

Despite the BJP’s reinvention, the INC returned to power in 2004. And
just in case anyone wondered if the Nehru-Gandhi dynasty had run out of
political steam, much of the credit for the Congress victory went to party
leader Sonia Gandhi, whose son Rahul was also elected to parliament for
the first time.

Indian Socialism
If India’s commitment to pluralist democracy is Nehru’s greatest contribu-
tion to his country’s place on the right side of the J curve, his faith in com-

mand economics has limited India’s exposure to the market dynamism of
the outside world and its ability to advance further up the curve. And while

* Pakistan claims six tests.
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fragile coalition politics have forced the compromises needed to stabilize
India’s political life, they have also watered down attempts at substantive
economic reform. In multiparty coalition politics, nearly everyone has a
say—and nearly everyone has a veto. The BJP was forced not only to limit
its Hindu nationalism, but also to restrict its efforts on pension reform and
the opening of key economic sectors to foreign investment.

Inspired by Soviet models of economic development, India’s first prime
minister enshrined socialism in the form of five-year plans.* State-owned
companies were maintained, without regard for efficiency or productivity,
for the “public good.” The state created and maintained protectionist poli-
cies in the name of avoiding social costs—job loss, poverty, and political
turmoil. Indira extended her father’s philosophy to the nationalization of
banks and insurance companies.

Nehru did initiate a political tradition of substantial investment in uni-
versity and technical education. That practice is now paying big dividends
for the educated elite, as big players in the information revolution have set
up shop in Bangalore. But Nehru and his successors have largely ignored
the importance of primary education, and illiteracy has been reduced at an
unnecessarily slow pace. It doesn’t matter how many foreign books are
translated to the local language (or in India’s case, languages) when so many
of its citizens are illiterate. If few can read, the outside world’s influence is
necessarily limited. }

Adherence to command economics has offered Indian politicians two
important tools that serve their personal interests: extensive public-sector
investment (useful for fueling patronage networks) and the power to grant
large-scale subsidies (useful for winning key constituencies at election
time). When political survival depends on fragile alliances, it’s difficult to
give up the power to decide how to distribute taxpayers’ money to best po-
litical advantage.

But decades of protectionism, the preservation of inefficient companies
and industries, and an economy largely closed to foreign investment
trapped hundreds of millions of Indians in abject poverty and provided the

* South Korean and Taiwanese governments of that generation, among others, relied on
five-year plans for their development. But they opened their economies to foreign invest-
ment much more quickly than India did.

1 India’s literacy rate remains below 65 percent.
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rest with badly made, often scarce, overly expensive products. That’s the
price of left-side-of-the-J-curve economics.

A labyrinth of rules and regulations determined how many workers an
Indian firm could hire, whether and how much they could invest, what raw
materials they could import, and how profits could be distributed. A wide
array of licenses was required for virtually any entrepreneurial initiative
and the firing of workers remained an extremely complex legal undertak-
ing. A failed business with more than a few dozen workers could not be
shuttered without (rarely granted) official permission. The result was en-
during inefficiency: In 1986, the Steel Authority of India paid 247,000 peo-
ple to produce 6 million tons of finished steel. That same year, South Korea’s
Pohang Steel paid 10,000 workers to produce 14 million tons.*

While other countries in the region enjoyed growth rates of 10 to 15 per-
cent between 1950 and 1980, India remained mired in what economist Raj
Krishna once called the “Hindu rate of growth”—around 3-5 percent.* As
India’s share of world trade fell by 80 percent over the first decades of inde-
pendence, its public sector expanded to become the world’s largest outside
the Communist bloc.*

In addition, the government spent very little on infrastructure until the
1990s. Roads, bridges, ports, and electricity-generation facilities were ne-
glected for decades. In 1996, two years after the Indian government opened
the doors for private telephone companies, only 9 million Indians—less
than 1 percent of the population—owned a telephone, one-tenth the world
average.”

That is the economic legacy of Jawaharlal Nehru—and Indira Gandhi
made matters worse. She simultaneously reinforced her political power and
the command structure of India’s economy by providing licenses to those
in the business community willing to promote her candidacy—business-
men willing to support national protectionism in exchange for the permits
that freed the politically connected from its constraints.

* The causes of India’s anemic growth have been political, not cultural, as evidenced by the
productivity of Indians living abroad. Indian-Americans have the highest per capita income
of any immigrant group. There are hundreds of Indian millionaires in Britain. While expa-
triates of any nationality are generally more productive than the countrymen they leave be-
hind, the differences between nonresident Indians and those who remain in India are too
large to dismiss.
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By 1977, the need for fundamental change in economic policy was clear,
even to Nehru’s heirs. A limited relaxation of government control of the
economy began under the Janata government in 1977, continued under In-
dira, and accelerated under Rajiv. At the same time, however, the govern-
ment went on a spending spree to protect its political popularity. The level
of subsidies nearly doubled between 1977 and 1987. Fiscal deficits rose
sharply. Foreign debt rose nearly 400 percent in the 1980s.*

Then, the Warsaw Pact governments and the Soviet Union collapsed.
Socialism was widely discredited. The Indian treasury was empty. Necessity
became the mother of liberalization. In early 1991, a large percentage of
India’s gold reserves had to be flown to London as collateral for a $2.2 bil-
lion emergency IMF loan to avoid default on the nation’s debt. It was a
turning point. That same year, Prime Minister Rao appointed economist
Manmohan Singh to head the Finance Ministry. Reform began, and the In-
dian government moved to open its economy to foreign investment, pow-
ering India higher up the right side of the J curve than it had ever been. In
his first speech as finance minister, Singh quoted Victor Hugo: “No power
on earth can stop an idea whose time has come.”

When Singh took up his new portfolio, India’s fiscal deficit was a full 8.5
percent of GDP. It held around $1 billion in foreign-exchange reserves. The
new minister simplified the tax system and cut liberally into the system of
quotas and licenses to promote entrepreneurship and growth. Foreign in-
vestors became majority shareholders in a number of Indian companies.
The government sold off shares in state-owned firms that failed to produce
upgrades to infrastructure. The rupee was dramatically devalued; tariffs
were drastically cut. Quotas were loosened or eliminated. During Singh’s
tenure as finance minister, the economy grew at 7 percent a year.”

The government ended the state telecom monopoly in 1992. Nine mil-
lion Indians owned telephones in 1996. As of 2005, there are more than 100
million telephones in India with an additional 2 million added every
month. The Indian government says it hopes there will be 250 million
mobile-phone users by 2007.* Foreign direct investment flowed into areas
of the economy previously off-limits to outsiders. Previous Indian govern-
ments had taken small steps toward reform, but, under Singh’s manage-
ment, economic reform charged forward. Between 1947 and 1991, FDI
totaled $1.5 billion. In 1996 alone, the total reached $2 billion. By 2004, it
had climbed to $5 billion.”
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While liberalization has become India’s new consensus, such fundamen-
tal reforms always bring pushback. When workers learn for the first time
that they can be fired, they protest. When domestic industries discover they
will no longer be sheltered from the rigors of foreign competition, they re-
sist. When rural voters believe that reform will widen the gap between rich
and poor, they look for new politicians to represent their interests. All of
this has taken place in India and has slowed the process of reform in all but
the newest investment sectors. In the long run, India’s economic reforms
will promote political stability. But the pace must be managed. Some resis-
tance to reforms reinforces short-term political stability as it softens the
blows of social dislocation.

Despite the resistance to economic change from those whose interests it
threatens, when the Congress Party won a surprise victory in 2004, Man-
mohan Singh found himself (much to his surprise) elevated to the post of
prime minister. His efforts to enact further reforms will be carefully
weighed against the need to win political support for his government.
Singh’s current coalition depends on support from the Communist Party.
While India’s Communists are not unalterably opposed to all forms of eco-
nomic liberalization, their influence will certainly slow the process of priva-
tization of key sectors of the economy. That is the price of coalition politics.

Diversity and Stability

That culture of coalition governance is the direct product of India’s diver-
sity. Diversity is the primary source of India’s stability. The fragile coalition
politics it promotes breeds compromise. Compromise absorbs shocks. If
twenty different groups have a say in the final form of a piece of legislation,
it is less likely the new law will arouse anyone’s outrage. And because India
has remained a democracy since independence, all those groups will have
their say. In fact, in India’s first-past-the-post electoral system, small groups
wield big influence. Think Cuban-Americans.

Diversity also reinforces stability because the different regions of India
are so culturally, linguistically, and ethnically distinct, and their interests are
defined so differently, that a shock in one area of the country has little im-
pact on another—or on the nation as a whole. The idea that factionalism in
a democracy can be a source of stability is neither Indian nor new. James
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Madison wrote in the Federalist Papers in 1787, “The influence of factious
leaders may kindle a flame within their particular States, but will be unable
to spread a general conflagration through the other States. A religious sect
may degenerate into a political faction in a part of the Confederacy; but the
variety of sects dispersed over the entire face of it must secure the national
councils against any danger from that source.”* Those words and Nehru’s
deep belief in democracy, more than any other factors, explain India’s place
on the right side of the ] curve.

Over the decades, a variety of Hindu chauvinist movements have tried
to unify Hindus at the expense of others. More than 80 percent of Indians
are Hindus. But they are as divided by language, custom, and culture as any
other Indian group. There are so many other forms of self-identification
within Indian society (language, caste, class, region of origin), that Hindus
have never regarded themselves as a unified majority. Again, thirty-five dif-
ferent languages are spoken by at least 1 million Indians. Only half of Indi-
ans understand Hindi. Without the pervasive influence of Bollywood,
India’s film industry, the percentage would be smaller. Less than 5 percent
of Indians speak English. But because so many professional schools teach
English and it is widely used among the social and political elite and by the
national media, English serves as a kind of substitute national language.”

Hindu nationalism is also limited by the prominent role Muslims play in
India’s political, economic, and cultural life. India has had three Muslim
presidents: Fakhruddin Ali Ahmed, Zakir Hussain, and the current presi-
dent A. P.J. Abdul Kalam, who is also the scientist who created India’s mis-
sile program. The country’s first female chief justice, Fatima Biwi, is
Muslim. Several of Bollywood’s biggest box-office draws, dozens of pop
stars, and many celebrated athletes are Muslim. There are Muslims in
prominent positions in every major Indian political party—including the
BJP. They have served as regional governors, ambassadors, and cabinet
ministers. India’s wealthiest man, Azim Premji, is Muslim. And there is a
prosperous and growing Muslim middle class. None of that diminishes the
violence that has been visited on India’s Muslim community—at Ayodhya,
in Gujarat, or thousands of other places. Without question, many of India’s
nearly 150 million Muslims are victims of many forms of discrimination.
But when they have a grievance, it is far easier to air and to address it in
India than in many majority-Muslim countries that lack India’s durable,
multiparty democracy.
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Second, the nature of the Hindu faith undermines attempts to use itas a
tool of exclusion. It is a religion with “no organized church, no compulsory
beliefs or rites of worship, no single sacred book. . . . There are no compul-
sory dogmas. ... It embraces an eclectic range of doctrines and prac-
tices.”* It is, in fact, the only major religion in the world with no scriptural
claim to be the one true faith, and it is practiced in different ways in differ-
ent regions of the country. As a result, it is very difficult to unite Hindus in
defense of any single idea or ideology.

Hindutva activists have attempted to unite Hindus into a chauvinist cul-
tural movement, partly in response to assertions of religious solidarity
from other groups, particularly Muslims. But they have enjoyed only lim-
ited success. They may have hoped that the rise to power of the BJP would
enhance their national standing. And local BJP officials have been impli-
cated in deadly attacks on Muslims, the most virulent expression of a
Hindu nationalist movement that is otherwise peaceful in its attempts to
construct a national Hindu identity.* But from India’s founding, religious
division has been widely treated as something ugly, part of the British strat-
egy of “divide and rule.” And because modern India was founded alongside
the violent partition from Muslim Pakistan, India’s governments have, in
general, heeded Nehru’s calls for the maintenance of a wall between priests
and politicians.

Once and Future Conflicts

Another source of India’s stability is the marked improvement in relations
with its neighbors. India has made substantial progress toward resolution
of its long-standing border disputes with traditional rival China that date
from their war in the early 1960s. Relations with Pakistan seriously deterio-
rated when both countries tested nuclear weapons in 1998 and when they
threatened to use them in 2002. But, as noted, Vajpayee backed away from
the BJP’s traditional hard-line approach to relations with Pakistan and
began a process of (relatively) amicable negotiations with Pakistani Presi-

* In 2002, for example, the region of Gujarat was shaken by religious violence. More than
1,000 people, most of them Muslims, were killed. More than 2,000 died following the 1992
destruction of the mosque at Ayodhya.
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dent Pervez Musharraf. Manmohan Singh has built on that base, and
Indian-Pakistani relations are more stable in 2006 than at any time since
partition. India also enjoys warm relations and an expanding trade rela-
tionship with Japan.”

In addition, there is a fundamental shift occurring in the geopolitical
balance of power. As China emerges as a political, military, and economic
superpower, it will find itself increasingly at odds with the United States and
with its major Asian competitor, Japan. For strategic reasons therefore, all
three—and others—are likely to try and strengthen their relations with
India and to invest in its relatively stable emerging-market environment. In
other words, the rivalries all around it may well serve to further stabilize
India.

If there is any force in Indian politics that poses a threat to the nation’s
long-term position on the right side of the J curve, it is the possible unrest
produced by the widening gap between rich and poor that comes with eco-
nomic growth in an emerging market. This agent of socioeconomic change
could exacerbate divisions between Indians of different social stations. Al-
though the concept of caste dates to ancient Hindu texts and has not always
produced social strife, the British heightened awareness of caste differences
as part of a divide-and-rule strategy.*

The original Hindu word for caste, varna, literally meant “color,” and
caste has functioned in India historically as a kind of “apartheid.” Indians
have been taught that only if they lived according to their dharma (code of
proper conduct) and the other dictates of their station could they hope for
reincarnation as a member of a more privileged caste. But centuries of in-
termarriage have combined “colors” into millions of combinations. Both
Mahatma Gandhi and Nehru argued that caste was a tool of exploitation
used by outsiders and should be abandoned. Further, the urbanization of
modern India has eroded the power of caste identity. Nearly 30 percent of
the country’s 1.1 billion people now live in India’s crowded cities. Since it is
impossible to know the caste affiliations of the people sitting next to you on
the bus, the idea has increasingly little meaning.™

* The difference between class and caste is one of mobility. Because class is largely deter-
mined by economic and cultural factors, a person can move from one class to another in this
life. A person’s caste can only be changed in the next life. See “Caste and Class,” http://country
studies.us/india/89.htm.
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As the period of British rule and Nehru’s admonitions against caste con-
sciousness have receded in the nation’s collective memory, the idea of divid-
ing Indians by religion, caste, or any other means has become less politically
taboo. Politicians, particularly in the last two decades, have used their caste,
regional, or religious identities to gain votes from members of their groups.
Prime Minister V. P. Singh, for example, relied for much of his political sup-
port on members of the so-called “backward castes.”* In 1990, Singh’s
Janata Party government reinstitutionalized caste awareness by formally
approving the recommendations of the Mandal Commission which, in the
name of what would be called “affirmative action” in America, set quotas
for the allotment of government jobs. Since so many Indians of the lower-
and intermediate-level castes voted, why not promise them jobs in ex-
change for political popularity?

Thereafter, 27 percent of government jobs have been reserved for mem-
bers of the so-called backward castes. Another 22.5 percent are set aside for
the “scheduled castes and tribes.”t > Outraged by the moves, the Hindu na-
tionalist BJP withdrew from Singh’s minority government and supported
Hindutva agitation that led to, among other things, the 1992 destruction of
the Babri Mosque in Ayodhya.

While the Mandal recommendations were limited to quotas for govern-
ment jobs, caste quotas have been created for universities, professional
schools, and other institutions. Thus, the idea of caste has returned to In-
dian politics. Historically, people’s opportunities were determined by caste
identity. Following independence, caste was treated as irrelevant by those—
like Gandhi and Nehru—who considered it a tool of the British to divide
Indians. In urban social interactions, caste differences are still virtually
meaningless. But caste has again become relevant as a determinant of op-
portunity.

It is possible that India’s economic expansion will create such obvious
gaps between rich and poor that Indians, more keenly aware of differences
in standing and privilege, will be pitted against one another. The greater

* An intermediate-level caste. “Backward” is a term invented by the British that has never
been amended because India’s first prime ministers believed such a change would acknowl-
edge that the idea of caste might persist.

t “Scheduled castes and tribes” are those of such low standing they are listed in “schedules”
attached to the Indian constitution.
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likelihood, however, is that India’s diversity will continue to protect its sta-
bility. Modern India’s open and stable democracy has survived the trauma
of partition (and the Hindu-Muslim violence it produced), emergency
rule, military defeat, Maoist rebels, secessionists in Kashmir, Tamil Nadu,
Punjab, and the northeast, and thousands of smaller-scale conflicts based
on caste, region, and religion. As it opens itself further to the forces of global
change and deepens its political and economic engagement with other na-
tions, India’s place on the right side of the J curve should only become more
secure.

Policy

The George W. Bush administration has done a lot to build on Clinton-era
efforts to improve the U.S.-Indian relationship. Strategic calculations of
geopolitical advantage have for decades obstructed U.S. engagement with
the world’s largest democracy. When India officially joined the nuclear club
in 1998, Washington imposed sanctions. The lifting of those sanctions has
already paid great economic dividends for both sides, though it may ulti-
mately complicate the administration’s broader nonproliferation agenda.
Domestic critics charge that the president’s efforts to promote U.S.-Indian
cooperation on civilian nuclear technology and to sell India high-tech
weapons systems is improper, if not unlawful, given that India has never
signed either the Nuclear Nonproliferation Treaty or the Comprehensive
Test Ban Treaty. Yet International Atomic Energy Agency Director Mo-
hamed El Baradei quickly lauded the agreement and called India “an im-
portant partner in the non-proliferation regime.”*

Ironically, the Bush administration’s motivations for warming the bilat-
eral relationship may owe as much to realpolitik as did the diplomatic chill
of the Cold War years. As China becomes more militarily assertive, weapons
sales to India have strategic importance. But a warmer and more construc-
tive relationship, once created, can create a momentum of its own and may
be remembered as one of the most significant foreign-policy achievements
of George W. Bush’s presidency. That’s all to the good, because U.S.-Indian
ties can help reinforce India’s economic liberalization and yield political,
economic, and cultural dividends that benefit both sides for decades to
come.
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The elements that make up a stability based on openness are not bricks, and
such a stability cannot be built like a wall. Representative government and
all its moving parts form a living organism. The nourishment of that or-
ganism is the business of the nation’s citizens—and, less directly, of all those
outside with an interest in healthy and forward-looking relations with that
nation.

In other words, the right side of the J curve is not a destination; it is a
process. Turkey, Israel, and India have all survived threats to the viability of
their open, representative systems of governance. All three may face those
challenges in the future. None of them has yet achieved anything that can’t
be undone. If they are to avoid the slide back into instability, all must con-
tinue to renew the processes of political openness. And the international
community has a role to play in helping right-side-of-the-J-curve states
that have not yet fully consolidated their stability to overcome these and
other obstacles.

The Marshall Plan played a crucial role in anchoring Western Europe in
open governance. Following the collapse of the Soviet Union, Western
Europe’s institutional embrace of much of Eastern Europe gave the former
Warsaw Pact nations the opportunity to build a new kind of open society. In
that regard, memberships in NATO and the European Union have served as
catalysts to promote political and economic reform in many countries that
might otherwise have descended into dangerous instability. Turkey’s inclu-
sion in NATO in the early 1950s helped keep it open to the world beyond its
borders. An invitation to join the European Union could provide open gov-
ernance a gateway into the Muslim world.

It may not always be in the interests of the international community to
push a relatively unstable left-side-of-the-curve state directly into the tran-
sitional dip in the curve. If free and fair national elections were held tomor-
row in Pakistan, Egypt, and Saudi Arabia, the result might well be
destabilizing for everyone. And, as the United States has discovered in post-
Saddam Iraq, no state on the right side of the curve, and no international
organization, has the capacity to guarantee the success of an artificially im-
posed transition from left to right. In such cases, the wisest policy is to sup-
port the construction within those states—before they have begun the
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transition—of the political, economic, and cultural institutions they will
need when they inevitably slide on their own toward instability.

On the other hand, the international community’s efforts to keep a
right-side state on the right are always good policy. Consider the stakes for
the world if the open societies of Turkey, Israel, or India should close.
Turkey offers the West an enormous opportunity to demonstrate to the
peoples of other Muslim states hungry for modernization, political change,
and economic dynamism that adherence to the principles of openness can
bring about all those, and more, positive results. If the invitation never
comes, the message is the opposite: our model of development is not for
you. If Israel closes, decades of efforts at Middle East peace will have come
to nothing, and the United States will likely be drawn into conflicts that fur-
ther compromise its message of democratic change to the Islamic world. If
India, the world’s largest democracy, were to close and to harden its attitude
to the outside world, the threat of nuclear conflict in Asia would rise
sharply, hundreds of millions of people would remain indefinitely mired in
poverty, and opportunities for commerce that might ultimately benefit bil-
lions would be missed.

States that have already even partially opened are, by definition, more
easily influenced than states that are sealed off from the outside. If the inter-
national community wastes an opportunity to bring these states into
greater harmony with the crosscurrents of globalization, all will be the
poorer for it.






CHAPTER SIX

China’s Dilemma

A revolution is a struggle to the death between the
future and the past.
—FipeL CAsTRO

here does China fall on the J curve? Does the Communist Party’s

unwillingness to meaningfully reform the nation’s authoritarian
political system consign China to the left side of the curve? Or has China’s
growing economic openness to foreign influence and investment already
pushed the People’s Republic through instability to the right? Is China too
economically open for the left side? Or is it too politically closed for the
right?

It’s a question worth asking, because the internal political and economic
choices the Chinese leadership makes over the coming two decades will play
an enormous role as a driver of global stability or instability. The direction
of China’s political development is crucial for the sustainability of China’s
economic expansion and for global security. The success or failure of
China’s economic development will, to a great degree, determine the near-
term future of world economic growth. The leadership of the Chinese
Communist Party (CCP) wants to use its open economic system to finance
its closed politics. The party believes that, if it provides prosperity, the Chi-
nese people will allow the ruling elite absolute control of China’s political
life. But political and economic development aren’t so easily separated.
Therein lies China’s dilemma. And because China’s influence on world
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politics and markets is great and growing, China’s dilemma is a global
dilemma.

CHINA ON THE ] CURVE

China remains on the left side of the J curve. Before exploring why that is,
it’s worth considering the best counterarguments.

China’s emergence as an international trading power and the changes
this process has brought Chinese society are undeniable. “China now has a
stake in the liberal, rules-based global economic system that the United
States worked to establish over the past half-century,” wrote George Gilboy
in the July-August 2004 issue of Foreign Affairs.*' The Chinese Communist
Party has opened China’s economy to foreign direct investment, and the
country has joined the World Trade Organization. All these changes have
brought liberalization and rising prosperity, both within China and across
East Asia. China already has the third-largest GDP in the world, measured
in purchasing-power parity, and as part of its “Go Out” policy of promoting
investment by Chinese firms in foreign markets, it is opening new commer-
cial contacts all over the world. China is open for business to an extent far
beyond anything Iran, Saudi Arabia, or Russia—Iet alone North Korea or
Cuba—can match.

A number of China-watchers share Beijing’s willingness to try and sepa-
rate economics from politics as they try to predict the nation’s future. Wall
Street analysts, in particular, remain bullish on China’s continued growth
prospects.t China has sustained annual growth rates of around 9 percent
for the past twenty-five years. Neither economic trend lines nor history,
these analysts argue, explain why strong growth cannot be sustained for yet
another twenty-five years. Because such growth depends on trade and for-
eign investment—a dependence that opens China a little more fully to the

* It’s important to note that Gilboy himself does not argue that China’s economic growth
will, of necessity, open the country politically. He’s included here because he ably combines
all the elements others use to argue that greater Chinese political openness is inevitable.

t For examples of bullish sentiment on China, see the following: http://www.moneyweb
.co.za/education/investment__insights/724404.htm and http://www.briefing.com/schwab2/
ratings.htm.
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outside world every year—China’s openness to foreign influence and to the
social and political influences of globalization should only increase over the
coming generation.

In addition, the Chinese people have a degree of access to information
from the outside world and opportunities to communicate with one an-
other they didn’t have even five years ago. According to China Daily, the
Chinese government forecast that the country would have a total of 120
million Internet users by the end of 2005.> As mentioned in Chapter One,
Chinese consumers rang in the Lunar New Year in February 2005 by send-
ing more than 11 billion text messages in just twenty-four hours. They sent
a total of 217.7 billion such messages in 2003 alone.* More than 350 million
Chinese now own mobile phones.* How can a closed regime on the left side
of the J curve afford such connectivity?

ECONOMIC REFORM

Without question, China has opened its economy to an extent far beyond
those of any of the countries we’ve identified on the left side of the J curve.
In the late 1970s, the Chinese Communist Party embarked on a program of
determined economic reform. The central government decreed that Mao
Tse-tung—era collective farms and communes should be abandoned in
favor of a “responsibility system” that leased land to individual farmers,
raised rural living standards, gave families and individuals control of their
household incomes, and freed up millions of peasants to work in local in-
dustries. Restoring a profit motive to rural agriculture, permitting local
farmers to make many production decisions, and allowing for greater labor
mobility infused China’s economy with an explosion of economic energy.’
Deng Xiaoping first told China’s peasants that “to get rich is glorious” in
the early 1980s. Since then, the party leadership has increasingly staked its
survival on its ability to raise China’s production capacity and standard of
living by progressively opening China’s economy to the outside world. To
revitalize China’s economic system and to encourage foreign investment,
the party began in 1980 to create experimental enclaves of managed capital-
ism, called special economic zones (SEZs). The party created SEZs in the
cities of Shenzhen, Zhuhai, and Shantou in Guangdong Province, and
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Xiamen in Fujian Province. It established the island of Hainan a special eco-
nomic zone.® (See map of China on page 241.) Foreign investors in the SEZs
enjoy special tax incentives. The local leaders who administer the SEZs have
greater independence than other local officials in the conduct of interna-
tional trade and more freedom for managerial innovation and to craft leg-
islation.

In 1984, the PRC opened another fourteen coastal cities to overseas in-
vestment.* Since 1992, the Chinese leadership has also opened inland
provincial capitals. At first, only in the special economic zones set up in
1980, but in other parts of the country later that decade, companies were
given the freedom to link pay to performance and to lay off staff.

China’s admission to the World Trade Organization in December 2001
obliged Beijing to cut import tariffs and to give foreign businesses much
greater access to potentially lucrative markets that had been highly pro-
tected. More to the point, WTO membership forced China to liberalize its
rules on investment and foreign ownership, and to reduce other barriers to
trade. WTO membership and China’s initial steps to honor its resulting
commitments have inspired confidence in foreign investors that the poten-
tial rewards in China outweigh the decreasing risk that Beijing will change
the rules of the game to favor Chinese firms. As a result, investment and
purchase orders have poured in.t

How much investment? In 2002, China became the world’s largest recip-
ient of foreign direct investment (FDI).” In 2003, total FDI rose to $53.5 bil-
lion. It jumped to $58 billion in 2005. Between 1978 and the end of 2004,
China attracted $563.8 billion in foreign direct investment,® more than ten
times the total FDI Japan amassed between 1945 and 2000. China has ag-
gressively promoted regional trade, including a free-trade zone with the As-
sociation of Southeast Asian Nations (ASEAN) and a bilateral trade
agreement with Australia.’

This economic openness promotes internal change in China. Durable
foreign-trade ties force reform of Chinese commercial law and greater reg-
ulatory consultation with Chinese consumers. It trims China’s notoriously

* They are Dalian, Qinhuangdao, Tianjin, Yantai, Qingdao, Lianyungang, Nantong, Shang-
hai, Ningbo, Wenzhou, Fuzhou, Guangzhou, Zhanjiang, and Beihai.

t WTO membership alone does not imply a place on the right side of the ] curve—Cuba and
Burma have been members since 1995. But China does not face economic sanctions.
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China’s First Special Economic Zones (SEZs): China’s first experimental islands of man-
aged capitalism in the early 1980s: the cities of Shenzhen, Zhuhai, and Shantou in Guang-
dong Province, Xiamen in Fujian Province, and the island of Hainan.

inefficient bureaucracies and gives the central government incentive to re-
spect enhanced international safety and environmental standards. The
Chinese people are now freer to debate economic and social issues in the fi-
nancial media, although it is still sharply limited by the standards of politi-
cally mature countries.

China’s dependence on foreign investment is almost certainly irre-
versible. First, China’s industrial and high-tech exports, whose success is vi-
tally important for sustainable growth, are dominated by foreign-funded
firms. Foreign-funded enterprises (FFEs) produced 55 percent of China’s
exports in 2003, a level of foreign involvement in the economy strikingly
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high by the standards of other recent Asian success stories.* By any mea-
sure, foreign firms and governments have a higher stake in Chinese eco-
nomic growth than they do in that anywhere else in the region. The
Communist Party believes its political capital is replenished by rising Chi-
nese living standards. Those standards depend on foreign investment. And
the influence of foreign firms is increasing."

There is another trend that deepens China’s dependence on foreign
investment. During the 1990s, Beijing facilitated a move away from joint
ventures toward wholly owned foreign enterprises (WOFEs). Today, for-
eign-owned firms account for nearly two-thirds of new FDI in China. These
foreign-owned companies transfer proprietary technology to Chinese
firms far less often than do traditional joint ventures. Foreign-funded firms
are contractually obligated to share knowledge with their local Chinese
partners. Foreign-owned firms are not. In other words, Chinese growth re-
mains deeply dependent on designs, critical parts, and equipment im-

11

ported from developed states.” That dependence requires that the
Communist Party—if it is to nourish China’s economic growth and create
the higher standard of living on which, the party believes, China’s stability
depends—accept an extraordinary level of foreign influence in the estab-
lishment and enforcement of its economic rules of the road. The states we
have noted that are clearly on the left side of the J curve have all worked
hard to avoid anything close to that level of dependence on foreign firms.

Combine Chinese citizens’ access to information from abroad, economic
openness to foreign influence, the financial independence of growing num-
bers of Chinese, and Beijing’s acceptance of Washington Consensus—based
rules of the road, and you have a strong argument for China’s place on the
right side of the J curve.

* In his recent article for Foreign Affairs, George Gilboy cites the following figures by Huang
Yasheng of the Massachusetts Institute of Technology: “FFEs accounted for only 20 percent
of Taiwan’s manufactured exports in the mid-1970s and only 25 percent of South Korea’s
manufactured exports between 1974 and 1978. In Thailand, the FFEs’ share dropped from
18 percent in the 1970s to 6 percent by the mid-1980s.”
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BUT...

Walk into central Beijing and take Natan Sharansky’s “town square test.”
Sharansky argues that if a citizen can walk into the middle of the town
square and express his views without fear that police will arrest or assault
him, he lives in a free society. In Beijing, the town square test still produces
a Tiananmen Square result. By Sharansky’s definition, China’s is not a free
society and has no place on the right side of the J curve.

We’ve said that countries on the right side of the curve derive their sta-
bility from institutions rather than from individual leaders. China’s current
president, Hu Jintao, is not Mao or Deng. He’s in no danger of finding him-
self the object of a cult of personality. And China’s stability is safeguarded
by an institution: the Chinese Communist Party. But that institution is
the only game in town. In a political context, nothing is independent of the
party. China is a police state.

Though China has opened its markets to substantial foreign influence,
the Communist Party refuses to tolerate political dissent and has resisted
virtually any meaningful political reform. The party makes its political
and economic decisions in secret. It views China’s citizens—particularly
its ethnic and religious minorities—as risks to be managed rather than
as potential contributors to China’s development. Here is the limit of
China’s openness. Remember that the “openness” expressed by the horizon-
tal axis of the J curve is not simply a measure of a country’s openness to
the outside world. It is also a reflection of openness within a state’s bor-
ders. It is a measure of a people’s freedom to communicate with one an-
other, of a people’s access to information about its government and society.
If China is becoming more open within its borders, it is in spite of its gov-
ernment.

The two Chinese characters that represent “revolution” translate literally as
“withdrawal of the mandate.”'> When the Chinese Communist Party
crushed pro-reform demonstrators in Tiananmen Square on June 4, 1989,
the episode was merely the most dramatic of many examples of Beijing’s
adherence to the belief that only its “mandate” to hold a monopoly on
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power separates China from the chaos found in the J curve’s most treacher-
ous depths.

Even before the collapse of the Communist governments of Eastern Eu-
rope and the Soviet Union, the Chinese Communist Party set a course
toward a model of development that privileged economic might as the en-
gine for political strength and stability. It was in 1982 that Deng first gave
the official seal of approval to the pursuit of wealth. The 1989 Tiananmen
Square protests convinced authorities they were right to fear organized do-
mestic dissent and the large-scale social unrest it might unleash. The col-
lapse of the Warsaw Pact states later that year reinforced the party elite’s
belief that it must provide the citizenry what other Communist govern-
ments could not: a rising standard of living. Failure to satisfy public de-
mand for a more modern and prosperous life, the party feared, would lead
to more Tiananmens and ultimately cost the party its mandate.

How has the party protected its monopoly on power? Secrecy remains a
key element of its strategy. Virtually all the party’s most important deci-
sions are made in secret. Even though hundreds of billions of dollars in
trade and investment depend on decisions taken by the party leadership,
reading the tea leaves of China’s decision-making process rivals Kremlinol-
ogy for the inexactitude of its methods. The party’s Politburo and Central
Committee represent a tiny elite within an elite in a nation where even some
of the most senior politicians don’t have direct influence over vitally impor-
tant political decisions. Economic decisions too, including those made by
China’s Central Bank, are still cloaked in the kind of secrecy that would be
impossible to maintain in a right-side-of-the-J-curve state.

For many years, the primary means by which the CCP guarded its man-
date and controlled its citizens was the so-called iron triangle: the residence
permit, which established where people were allowed to live; the secret per-
sonnel file, which recorded a citizen’s political reliability and any ideologi-
cal offenses; and the work unit, which managed many aspects of a citizen’s
life.” Because economic openness has profoundly changed the structure of
Chinese society, none of the three are nearly as binding or as pervasive as
they were ten years ago. But none have been totally abolished.

The residence permit, or hukou, is a booklet that lists the bearer’s family
members and establishes where he is allowed to live. Without a Shanghai
hukou, it was, until recently, impossible to legally establish residence in
Shanghai—unless you were willing and able to bribe the right official or to
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use your guanxi, friends or relatives in high places, to pull strings. It was ex-
tremely difficult for anyone without extra cash or well-connected family or
friends to gain permission to move from one city or province to another. It
was especially difficult for a rural resident to gain official permission to
move into a city. Some braved the restrictions and relocated without the
permit. Such “criminals” were arrested each month in large numbers. Oth-
ers, called “floaters,” continue to migrate around the country with no legal
residence.* With the changes to labor laws that have come with greater eco-
nomic openness, hukou restrictions have been substantially eased. But the
document itself still exists and can still be used to restrict movement within
China.

The dangan, or secret personnel file, has proven a particularly effective
means of discouraging dissent. Every Chinese citizen has two dangan—one
held by his work unit, the other by local police. He is never permitted to see
either file. Any incidence of “trouble-making,” no matter how innocuous,
might end up in the secret file and frustrate its subject when he needs some-
thing from the government—a new residence permit, a new job, or permis-
sion to travel.

The third corner of the iron triangle is the danwei, or work unit. Tradi-
tionally, the danwei was the provider of health care, housing, and ideologi-
cal education. Its approval was needed to marry, to have a child, to travel, or
to move. Social and economic changes have eroded the effectiveness of all
these tools of absolute authority and forced party officials to become more
resourceful in discouraging unacceptable behavior. But, even today, large
numbers of Chinese live with these and other constraints on their personal
behavior.™

The Chinese Communist Party has now recognized that labor mobility
is essential to economic growth and that the state can no longer exercise
near-total control over the everyday lives of its citizens. The party has there-
fore sought new ways to protect its mandate. The iron triangle has largely
been replaced with suppression of independent political, labor, and reli-
gious organizations and with control of the media and other forms of com-
munication. In particular, the Communist Party has ordered the arrest of a
number of journalists and private citizens on charges of revealing “state se-

* In 2004, there were reportedly an estimated 100 million to 150 million “floaters” in China.
See http://www.ecoi.net/doc/en/CN/content/2/9590-9633.
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crets.” Because the party has left the definition of “state secret” deliberately
vague, researchers investigate many aspects of Chinese society at their peril.

In what could charitably be considered a comprehensive number of
areas, the Chinese government has provided limited definitions of forbid-
den subjects of inquiry. These include statistics on war dead and wounded
since the revolution; official policy on land use and development; reports
on the environment; information on public-health issues; reports on in-
dustrial accidents and illnesses; unemployment and poverty statistics; ac-
cusations of wrongdoing against national party officials; statistics on
strikes, protests, and demonstrations; and “data and statistics about natural
disasters, epidemics, and negative social phenomena that, once released, are
not beneficial to the human mind or society.”

MINORITY RIGHTS AND RELIGIOUS FREEDOM

Countries on the right side of the J curve base much of their social stability
on legal protections for minority groups. To promote its chances for EU
membership, the Turkish government has enacted laws that codify the
rights of Kurds. The rights of Israeli Arabs are legally established. Muslim
politicians and voters figure prominently in India’s political life. But
Beijing’s anxiety over the political loyalties of Muslims in its northwest Xin-
jiang Province has produced decades of sustained repression.

The Xinjiang Autonomous Region, the largest of China’s thirty
provinces, covers an area four times the size of California.” (See map on
page 247.) While Han Chinese represent around 90 percent of China’s total
population, Muslim Uighurs account for 45 percent of Xinjiang’s 20 mil-
lion inhabitants, while only 40 percent are Han.* The natural tension be-
tween China’s official atheism and the religious practices of Xinjiang’s most
devout Muslims boiled over in 1990, when loosely organized groups of eth-
nic Uighur separatists declared “holy war” against the government and took
up arms. The rebellion was crushed, but not before more than twenty peo-
ple were killed and hundreds—possibly thousands—were arrested.” In
September 2005, Chinese officials told the state’s official news agency that

* Virtually all Xinjiang’s ethnic Uighurs are Muslims.
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China’s Xinjiang Province: The largest of China’s thirty provinces, Xinjiang is the only area
of China in which Muslims outnumber Han Chinese.

Xinjiang’s separatists represent the primary terrorist threat to China and
accused extremists there of attacks on “kindergartens, schools, government
offices and the People’s Liberation Army.”'* Human-rights organizations
accuse China of using the war on terror as a cover for domestic repression.
Beijing has good reason to covet Xinjiang. According to the Chinese
government, the region contains 30 percent of China’s oil reserves, 34 per-
cent of its natural-gas reserves, 40 percent of its coal reserves, and one-sixth
of China’s total land area.” Yet, much of the local population considers Han
Chinese to be foreigners—and occupiers. Mosques dominate Uighur towns
throughout the region, and imams are more widely respected than Com-
munist Party officials in Uighur communities. Public and private conversa-
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tions in Xinjiang are far more often conducted in Turkish dialects than in
Chinese.”

Beijing’s methods of silencing calls for Uighur independence have never
been subtle. In a typical month, hundreds of Uighur separatists are ar-
rested. A substantial number have reportedly been executed. But Beijing’s
primary strategy for managing its problems in Xinjiang amounts to forced
cultural assimilation. Throughout the province, Beijing has created what
Ross Terrill calls “apartheid with Chinese characteristics.” Streets and towns
have been given Chinese names. School textbooks are in Chinese. Mosques
are tightly regulated. In order to dilute Uighur ethnicity, the central govern-
ment pays Chinese women to marry Uighur men. Han Chinese are encour-
aged to migrate to Xinjiang. This strategy of ethnic dilution is having its
intended effect: the Han population in Xinjiang has grown from 5 percent
in 1940 to 40 percent today.” Yet, Uighur separatist groups continue to se-
cretly organize resistance and to demand independence. Han Chinese cul-
ture and Communist Party ideology remain alien to the region’s Muslims,
and Beijing won't likely change that anytime soon.

Many of the Buddhists of the Tibet Autonomous Region don’t appreci-
ate Beijing’s authority any more than Xinjiang’s Muslims do. Tibetan Bud-
dhism is the most influential non-Han Buddhist strain in China, and many
Tibetans reject Beijing’s insistence that the Communist Party alone may se-
lect Tibet’s spiritual leaders. After the tenth Panchen Lama—the second-
highest spiritual figure in Tibetan Buddhism—died in 1989, Hu Jintao,
then the party’s manager of Tibetan affairs and now China’s president,
chose a reliably loyal local leader to lead a search for the Lama’s replacement
over objections from Tibet’s clergy, who insisted that only the Dalai Lama
had that authority. The Dalai Lama and the Tibetan Buddhist leadership
announced their own choice for the sacred role, a six-year-old boy quickly
denounced by Beijing as a “killer of animals” and the child of “speculators.”
Communist officials warned local monks that anyone caught carrying
the boy’s photograph would be executed. Jiang Zemin personally super-
vised the search for Beijing’s preferred candidate and settled on another
six-year-old whose parents were devoted Communists. Beijing then an-
nounced: “Any legitimate religion invariably makes patriotism the primary
requirement for believers.” Beijing’s carefully chosen Panchen Lama imme-
diately declared his loyalty to the Party.” Such is the bureaucratic manage-
ment of spiritual life in a police state.
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The party’s fear that religion breeds contempt for its authority is not
limited to residents of outlying provinces. On April 25, 1999, more than
10,000 practitioners of Falun Dafa,* an eccentric spiritual movement best
known for its regimen of breathing exercises, meditation, and faith healing
silently stole past security officers into a tightly guarded area in the heart of
central Beijing and took up positions outside the party leadership com-
pound. Inside, their representatives were said to have called on the prime
minister, Zhu Rongji, to officially recognize their movement. The meeting
finished, the silent demonstrators dispersed into the night—on foot, by bi-
cycle, and via dozens of buses hastily provided by the state to ease their exit.
It was the largest spontaneous public demonstration since the Tiananmen
Square massacre.”

Three months later, the party banned the group. China has detained
thousands of its members—more than a dozen of whom have reportedly
died in Chinese custody—and denounced its nominal leader, Li Hongzhi,
who lives beyond Beijing’s reach in the United States. The demonstrations
that first brought Falun Dafa to Chinese attention didn’t technically meet
the Sharansky “town square test.” The protests were silent; no political
opinions were expressed. But for China’s government, the mere presence of
a large organized group in central Beijing was a political statement—and a
challenge that rattled the Party leadership.

Falun Dafa’s next major demonstration fit Sharansky’s definition per-
fectly. Despite a heavy police presence intended to protect the fifty-first an-
niversary celebration of China’s revolution from any hint of dissent, Falun
Dafa members managed a large and reportedly well-coordinated series of
protests in Tiananmen Square. Some of the protesters raised banners in
support of the group; others shouted praise for Falun Dafa and its leaders,
still others sat in the square and meditated. Armies of police flowed into the
square. Demonstrators were beaten and arrested by the hundreds.f**

* Falun Dafa and Falun Gong are often used interchangeably. Technically, Falun Dafa is the
movement, Falun Gong the physical exercises its followers perform.

t That same day, the Vatican made saints of 120 Catholics who it said had been martyred in
China over the past four centuries. The Chinese government operates its own Catholic
church and forbids its adherents to recognize the pope’s authority.
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ONE CHINA, ONE SYSTEM, ONE PARTY

It is not just minority religious and ethnic groups who are denied civil
rights in China. The Chinese Communist Party doesn’t trust any of China’s
citizens with legally protected freedoms. Nor does it trust the judges who
might guarantee those rights. The nation’s judges have virtually no inde-
pendence from the central government’s authority. Lower court judges
often have little formal legal training.

The party manipulates the rulings of judges in a variety of ways. First,
the party reserves the right to approve all judicial appointments. Once cho-
sen, judges who hope to keep their jobs watch for changes in party policy as
they review cases. Second, the party directly influences the outcomes of in-
dividual cases through its Political-Legal Committees (PLCs) at every level
of government. PLCs are usually staffed by the heads of law-enforcement
agencies and Justice Ministry officials.

Local governments interfere in judicial decisions as well, in order to pro-
tect the interests of local industries or officials and to protect them from li-
ability. Local leaders control judges’ salaries, court finances, and the process
by which judges are appointed. People’s congresses and the office of the
prosecutor exercise another significant form of external control of the judi-
ciary. Under the Chinese constitution and national law, both have the
power to oversee the work of judges and the courts and to insist, when nec-
essary, that verdicts be reconsidered—a formula familiar to those who lead
other left-side-of-the J-curve states.”

Nor is there media freedom in China. In its first Worldwide Press Free-
dom Index in October 2002, Reporters Without Borders ranked China’s
press the least free of any country in the world, save North Korea.* The re-
port calls China “the world’s biggest prison for journalists.” All media in
China are either state-owned or state-controlled. The English-language
state press is less tightly restricted, but its censorship is largely self-imposed.
For international stories, editors tend to choose wire-service reports that

* In the 2005 Index, China edged past Eritrea, Turkmenistan, Iran, Burma, Libya, Cuba, and
Nepal into 159th place. Other left-side-of the-curve states: Saudi Arabia was 154th and Rus-
sia 138th. http://www.rsf.org.rubrique.php3?id_rubrique=554.
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support the Communist Party line, although, unlike their Chinese-
language counterparts, they don’t often publish false reports.

Domestic news coverage focuses on citizens who unconditionally vener-
ate “Socialism with Chinese characteristics.” State television typically fea-
tures stories on travel, children, and the good news of socialism.
Corruption scandals are covered only with government approval. Social
unrest is hardly covered at all. Violent crime stories are permitted, but only
if they end with deviants and bandits brought to justice by efficient police
work and prosecutorial heroism. Government officials often use the press
to promote their friends’ business interests and to discredit their rivals. Bei-
jing blocks BBC and Voice of America radio broadcasts, interferes directly
in the work of foreign journalists, and tries to block the distribution of for-
eign newspapers.”

Traditional media are not the only targets of Chinese censorship. The
party has created what has become known as “the Great Firewall” to isolate
the Chinese people from the untamed frontier of cyberspace. From the be-
ginning, China’s Internet architecture was designed for ease of control.
There are only five hubs through which all Chinese online traffic must pass.
No matter which ISP Internet users choose, the e-mails and files they down-
load and send must pass through one of these hubs. According to a study by
the Berkman Center for Internet & Society, “China blocks access to hun-
dreds of thousands of sites. Some are blocked by their IP addresses, others
by domain name.”” But Chinese authorities have also cultivated more sub-
tle methods of censorship, such as “DNS hijacking,” by which someone
searching for a particular site is automatically rerouted to another site or to
an invalid address. Reporters Without Borders calls China the country in
which e-mail interception and Internet censorship technologies are most
fully developed. To foil government censors who search Chinese sites for
politically provocative words, Internet dissidents use code words. Protests,
for example, are sometimes referred to as “spring outings.” There are re-
portedly as many as 50,000 Chinese security officials whose sole charge is to
monitor chat rooms and to police the Internet.”® They will be very busy.
There are 100,000 new Internet users in China every day.”

The state also directly targets search engines. In their rush to tap into
Chinese demand, some U.S. companies have accepted the party’s censor-
ship as the price of admission to China’s lucrative Internet market. A search
for “Taiwan independence” in China’s version of the Yahoo! search engine
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yields no results. Yahoo, Microsoft, and Google have each faced sharp criti-
cism in the West for submitting to Chinese restrictions.

Beyond its sophisticated censorship techniques, Chinese authorities
held sixty-one Internet users in prison at the start of May 2004. In addition,
12,575 Chinese Internet cafés—already tightly regulated—were closed in
the last three months of 2004 alone.”

At the same time, Chinese Web surfers have quickly become sophis-
ticated in developing new ways of evading censorship. A technology race
is under way between China’s government and its most determined Inter-
net users, each hoping to remain one technological step ahead in the race
to use the Internet for its own purposes. The Chinese Communist Party
knows that it cannot simply shut down the Internet during a period of
social unrest. Even if it were technically possible, a widespread Internet
shutdown would badly damage the Chinese economy. But in the end,
the party’s instinct to control access to information makes any argument
that the People’s Republic belongs on the right side of the J curve prob-
lematic.

WARNING SIGNS

Will China’s economic growth sate its citizens’ appetite for a better life and
help maintain order? The Chinese Communist Party is counting on it. It’s
not hard to understand why earlier generations of China’s authoritarian
leaders feared that relaxation of the party’s hold on social and political con-
trol would unleash chaos. Deng Xiaoping, who gave the final orders to
crush the Tiananmen Square demonstrations, knew firsthand that disorder
often led to violence over the course of China’s twentieth-century history.
Some historians say Deng’s father was beheaded by bandits during the
chaotic years of the Second World War. The Red Guards of China’s Cultural
Revolution attacked Deng’s family, crippled his son, drove his brother to
suicide, and imprisoned Deng himself.* For Deng, Jiang Zemin, and other
older-generation Chinese leaders, many of whom remain influential, every
social or political protest carries the threat of disorder and bloodshed.

But China’s younger leaders, including President Hu Jintao and Prime
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Minister Wen Jiabao, both in their early sixties, have come to political ma-
turity in the most stable period of China’s modern history. It’s possible that,
as Jiang Zemin and the rest of the “third generation” of China’s revolution-
ary leadership leave the stage, their heirs will recognize that economic
reform is unsustainable without political reform, and that a basic renegoti-
ation of power relations between the state and society is overdue.

They’d better, because public protest in China has been growing—and
becoming better organized—for several years. According to Murray Scot
Tanner of the RAND Corporation, Chinese police admit to a nationwide
increase of 268 percent in what the party calls “mass group incidents” be-
tween 1993 and 1999. According to Tanner, “In not a single year during this
period did unrest increase by less than 9 percent.” Official nationwide fig-
ures haven’t been available since 2000, but a recent report from the public
security chief of Liaoning Province revealed 9,559 protests, each involving
at least fifty people, between January 2000 and September 2002 in that mid-
sized province alone. That’s an average of nearly 10 large-scale protests a
day for three years in just one of China’s thirty provinces.” These numbers
continue to rise.

The Washington Post reported on November 4, 2004, that the official es-
timate of protests in 2003 rose some 15 percent over the previous year to
more than 58,000 incidents. In August 2005, Reuters reported Chinese Se-
curity Minister Zhou Yongkang as saying that “some 74,000 protests and
riots broke out across China [in 2004] involving more than 3.7 million peo-
ple.”* That number jumped to 87,000 in 2005.** Some excerpts from the
Washington Post report, which quotes Chinese journalists and eyewitnesses:

As police battled to suppress deadly ethnic clashes last week in central
China, tens of thousands of rice farmers fighting a dam project staged a
huge protest in the western part of the country. The same day, authori-
ties crushed a strike involving 7,000 textile workers.

A week earlier . . . nearly a thousand workers demonstrated outside
a newly privatized department store in the northeast; and police used
rubber bullets and tear gas to quell a giant mob of anti-government riot-
ers in a western city.

Word of a traffic dispute between Han and Hui villagers in central
Henan province spread so quickly last week that thousands rioted before
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police could respond. More worrisome for the authorities, residents re-
ported that hundreds if not thousands of Hui from other parts of China
learned of the clashes by telephone and rushed to the region.

Similarly, an altercation a week earlier in the western city of
Chonggqing between a deliveryman and a fruit market worker attracted a
crowd of thousands within hours . .. The incident sparked a riot in
which residents set fire to police cars and looted government offices.
Local authorities attempted to impose a news blackout, but photos and
accounts of the riot quickly appeared on the Internet.”

Many of these organized protests in China today are provoked by state
seizures of land for development projects and the fallout from environ-
mental damage. But the four paragraphs above underscore the variety of
sparks that can ignite spontaneous, large-scale violence in China: a protest
over government plans to build a dam, a strike, a privatized business, a traf-
fic accident, or a simple argument. They also demonstrate that police are
prepared to use force to stop the protests—unless they are overwhelmed by
its size or the speed at which it builds. And as the final sentence suggests, the
Internet can inspire outrage and spur large numbers to destructive action.
Because the official Chinese news agencies are not allowed to report on the
events, they are powerless to counter rumors and exaggerations that pro-
voke spontaneous violence. The Internet also aids the coordination of
demonstrations. Via the proliferation of text messaging, e-mail, and cell-
phone technologies, protesters can be quickly assembled, alerted when and
where police are moving, and just as quickly dispersed.

Most of these protests are aimed at local, not national, leaders. One of
the lessons that protest organizers learned from the Tiananmen Square
crackdown is that central government officials will tolerate criticism of
local officials—as long as the party’s mandate to rule China is not called
into question. But organizers also know the People’s Liberation Army can’t
be quickly mobilized to put down every peaceful protest, every sit-in, or
every strike. Without the intervention of the army and as these protests
grow in size, frequency, and intensity, they will be harder for local officials,
and even protest organizers themselves, to control. There have already been
incidents of serious violence during these demonstrations. The threat of
larger-scale violence is growing with each passing month. Official Chinese
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media announced in August 2005 that special police units had been set up
in thirty-six cities, ostensibly to counter terrorist threats. The real threat
they’re meant to contain is that posed by China’s growing social unrest.

Where do these protests come from? Even Chinese officials have set
aside charges that these demonstrations are the product of foreign conspir-
acies and have begun to look inward for root causes. A quarter-century of
reform of state-owned enterprises has produced profound social disloca-
tion. Layoffs, unemployment, the withholding of wages, pensions, health-
care benefits, and housing allowances have produced deep ill will among
affected workers. And there are a lot of these workers: according to Tanner,
police experts concede that 50 to 80 percent of all medium- and large-sized
state-owned enterprises now face serious financial trouble, “a problem that
by 2001 had affected the livelihoods of more than 27 million workers.”*

China also faces enormous demographic challenges that will tax gov-
ernment revenue and imagination and threaten the nation’s social cohe-
sion. In 2001, 10 percent of China’s population was sixty-five or older.
Studies warn that number is likely to swell to 25 percent by 2030. When 300
million Chinese demand pensions and subsidized medical care, the state
budget will be squeezed hard.”

Another source of social frustration: the state has been slow to react to
public health crises, like the 2003 outbreak of severe acute respiratory syn-
drome (SARS), which killed hundreds and infected thousands. The party
has hardly addressed China’s AIDS epidemic at all. A million Chinese are
reportedly infected with HIV. According to the United Nations, that num-
ber could rise tenfold by 2010, and the government is only now devoting re-
sources to devising a strategy to cope with the impact. The party has also
intimidated or arrested Chinese scientists who research disease outbreaks
without government approval. In July 2005, for example, the state accused
respected scientist Guan Yi of “leaking state secrets” after he and his col-
leagues published a report on an avian flu outbreak among migratory birds
in northwest Qinghai Province. Guan Yi denies the allegations.

The party has also done little to protect China’s environment from the
worst effects of explosive industrial growth. Nine of the world’s ten most
polluted cities are in China. Half of China’s rivers are polluted—perhaps ir-
reversibly. Acid rain falls on one-third of China’s agricultural land. A quar-
ter of the country is already desert. This desert is advancing at a rate of 1,300
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square miles per year. More than 60 million people struggle to find enough
water to meet their daily needs. More than 600 million Chinese drink con-
taminated water every day.” More than 75 percent of river water in urban
areas is “unfit for human contact.” More than 1,000 new cars, and the ex-
haust they produce, hit the streets of Beijing every twenty-four hours.

China has no viable banking system. Major banks are insolvent. Borrow-
ers default on anywhere from 35 percent to 50 percent of all bank loans.” In
aright-side-of-the-J-curve state, a free press could report these problems to
the public, and voters would hold elected officials accountable. But China
has no free press.

Then there’s corruption. If the Chinese Communist Party elite commits
itself to political reform without first establishing a durable rule of law, the
already widespread problem of corruption will deepen. At the grassroots
level, local officials scramble to earn the cash they’ll need to bribe their way
through China’s corrupt bureaucracy. The result is a wide—and widen-
ing—wealth gap. According to Chinese state media, the wealthiest 20 per-
cent of Chinese earn half the country’s total income. The poorest 20 percent
earn just 4.7 percent.”

Chinese entrepreneurs live with this corruption. In fact, most Chinese
companies keep three sets of books: one for the bank, another for the tax
police, and an honest accounting for themselves.* The party loses its ability
to hide the contradictions between its liberal economic agenda and its
Leninist political rhetoric a little more every day.

Beyond the issue of corruption, Chinese officials are increasingly con-
cerned about the wealth gap itself—and the public anger it could unleash.
According to a report from the income research institute of China’s Min-
istry of Labor and Social Security, urban incomes are growing nearly twice
as fast as rural ones. There is a widening wealth gap between the prosperous
cities of the coast and poorer inland cities. There is also a large and growing
wealth disparity between the richest and poorest of China’s rural farmers.
The institute has developed a color-coded system that warns of the wealth
gap’s threat to social stability. According to the institute’s director, China is
now at “code yellow,” the second-most-dangerous stage. He’s warned that
the country could reach “code red” by 2010 if the problem is not effectively
addressed.”

There have been modest steps toward incremental local-level democra-
tization. As in Saudi Arabia, China’s ruling elite has allowed a few genuinely
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contested village elections in some areas. In almost all cases, however, all the
candidates have been Communist Party members competing in an indirect
“electoral college” system. In a very few townships, voters have chosen their
local leaders through a direct vote. None of the candidates has called for re-
form of the central government, much less the separation of party and
state.

In recent years, the party has widened its membership to include busi-
nessmen and entrepreneurs. But there is no indication that the party hopes
to learn from China’s latest wave of capitalists. It seems intent instead on
giving those with access to capital an investment in the party’s survival.

Finally, while China’s leaders never face election, there is nationwide bal-
loting taking place in China. In 2005, a satellite television station in Hunan
Province aired a contest called The Mongolian Cow Sour Yogurt Super Girl
Contest, and viewers were invited to text-message in their votes for a win-
ner. During the final episode of the show, an imitation of the popular
American television show American Idol, an estimated 400 million Chinese
watched as more than 8 million people paid a fee to select a winner. Li
Yuchun was crowned “Super Girl,” despite concerns that some viewers may
have exceeded the 15-vote limit and that the winner’s musical performance
was not in keeping with traditional Chinese culture. Communist Party offi-
cials have threatened to cancel the show before the contest begins again next
year, perhaps because they fear that even an imitation of democracy will
create demand for more meaningful elections.”

SIGNPOSTS

It is important to recognize that China belongs on the left side of the
J curve. It’s more important to identify the direction on the curve in which
China may be moving. Is China cautiously reforming its way toward the
right side of the curve? Or will the Communist Party tighten its grip when
instability again directly threatens single-party rule?

There are a number of signposts to watch for an answer to that question.
Will China expand multicandidate elections beyond the village level? Will
China allow nonparty members to compete for elected office? Will govern-
ment decision-making become more transparent? Will the party be more
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forthcoming about environmental and public-health crises? Can the econ-
omy avoid a “hard landing” that creates severe hardship for China’s labor
force? Will China establish an independent judiciary and the beginnings of
a free press?

The answers to these questions are unlikely to point in the same direc-
tion, but most will likely signal a tightening of party control at the first signs
of widespread unrest directed at the central government. Historically, the
Chinese Communist Party has loosened its grip and allowed genuine re-
form only at times it believed it could do so without danger of sustained in-
stability. But if a future Tiananmen Square—style mass protest succeeds in
forcing concessions, it will probably only be because the party can no longer
rely on the army for protection.

That day is not yet on the horizon, but the inherent contradictions of
Communist Party rule over a capitalist juggernaut make that day all but in-
evitable. As noted, there are already tens of thousands of public demonstra-
tions in China every year. We can expect that number to continue to
grow—and for the protesters to become more determined and better orga-
nized—as the gap widens between rich and poor and as communications
technology allows the boldest of the demonstration organizers to circum-
vent the government’s ability to break up their protests.

The J curve demonstrates nothing so clearly as that reform of an author-
itarian central government forces a left-side-of-the-J-curve state toward in-
stability on the way to greater openness. There is nothing the party fears
more than instability. That’s why the government continues to hide infor-
mation about the extent of political protests and domestic crises. Just as
Gorbachev’s Communist Party made a concerted effort to hide the true
devastation of the disaster at Chernobyl, the Chinese Communist Party
hides information on the level of danger posed by SARS, HIV, and avian flu.

Beijing has tried to avoid the worst effects of public unrest by channeling
public anger toward other targets: local-level corruption, Taiwan, Japan, or
America. When the party can no longer redirect its citizens’ anger and frus-
tration, it will try to do what it has always done: quash the protests and jail
the protesters. That option becomes less viable every year, as protests grow
in scale and frequency and as China slides down the left side of the J curve.
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INDIA VERSUS CHINA, ECONOMIC VERSUS
POLITICAL OPENNESS

India and China offer intriguing mirror images. Modern India has long
been open politically and, until recently, closed economically. Modern
China has opened economically, but remains politically closed. The com-
parison reveals that, while politics and economics can never be fully separated,
political openness is a better guarantor of long-term stability than economic
openness. Political openness prevents large-scale social and political shocks
by allowing people to release their anger and frustration in legitimized
ways. Economic openness within an authoritarian political system usually
benefits only a small minority before wealth is more widely generated, pro-
ducing social frustrations that have no politically acceptable outlet.

Both China and India suffer from widespread corruption at all levels of
society. But Indians have a recognized right to take to the streets and vent
their fury about it. They also have the opportunity to turn out corrupt
politicians via the voting booth. Even when corrupt officials win reelection,
most Indians don’t feel the powerlessness to bring about social and political
change so common in Chinese protests. Indian demonstrations do some-
times run out of control, particularly when they’re rooted in ethnic or
religious difference. But in China, the threat of violence is much more pre-
sent during demonstrations because Chinese protesters can only hope to
bring about change by frightening local officials into addressing their de-
mands.

Further, Indians have the opportunity to pressure their leaders into ad-
dressing social inequities, public-health crises, environmental damage, and
a thousand other problems by airing information and anger via a relatively
free press. The people of China don’t have that option. The state tries to im-
pose its will on the Chinese people through control over the most basic as-
pects of their lives. There are a growing number of nongovernmental
organizations contributing to China’s development. But only with official
approval can their work continue.

China desperately needs some release valve for public anger because, as
in India, the distribution of China’s new wealth has been so uneven. The
relative prosperity of China’s booming gold coast has only begun to trickle
west, and hundreds of millions of Chinese don’t enjoy any of the benefits of
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China’s economic opening. In Arab countries dominated by a single politi-
cal party or a monolithic elite, the rise of religious fundamentalism flows
naturally from the problem that only in the mosque can grievances be pub-
licly aired. Only the mosque offers institutional support for public protest
and a vehicle for public frustration for those excluded from a share in the
nation’s wealth. In India, dozens of political parties collectively represent
the interests of virtually all Indians, of whatever station. China offers its
people neither a spiritual nor a political public space in which to demand
change from the central government. So, while China’s elite may have em-
braced the economic laws of supply and demand, the Chinese Communist
Party continues to believe that demand for political change can be sup-
pressed or ignored.

There’s another law that authoritarian left-side-of-the-J-curve states ig-
nore. For every action, there is an equal and opposite reaction. For every
state attempt to quash calls for reform, there is renewed demand for resis-
tance. That’s why there were 87,000 demonstrations in China in 2005—and
why that number will probably continue to rise for the foreseeable future.

POLICY

The Chinese Communist Party is trying to beat the ] curve.

In essence, economic reform represents the party’s attempt to engineer a
move from the left to the right side of the ] curve without a fall into political
instability. (See figure on page 261.) The opening of the Chinese economy
has lifted the entire J curve so that every point on the curve is more stable
than it was before reform produced broad national effects. But despite the
party’s best efforts, China cannot move from left to right without instabil-
ity. And China is currently sliding down the left side of the curve.

The Communist elite has long sought to develop a “rational” and “scien-
tific” means of political decision-making. It argues that democracy is a
source of inefficiency and instability, and that engineers, not politicians,
should govern the state. The party now recognizes that it must move be-
yond an emphasis on growth at all costs to policies that both promote con-
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ALTITIAVLS

OPENNESS

China’s Attempt to Beat the J Curve: Chinese leaders are attempting a move from the left to
the right side of the J curve without a fall into the depths of instability.

tinued economic expansion and cushion the blow for those who might take
to the town square and push China down the curve toward political chaos.
Today, Chinese leaders speak less of “rapid growth” and more of “harmo-
nious, coordinated, and sustainable development.”

The party also recognizes that limited experiments in village self-
government and a new pluralism within the party have created pressure for
a more substantial decentralization of decision-making. China’s Commu-
nist elite will only undertake reforms that may fuel demand for change if
these reforms can be rationally engineered in a way that allows the central
government to maintain political control of the country. This is work for
political scientists, they argue, not for politicians.

But politics is more than a science or a product of rational decision-
making. It is a process by which interests are weighed and values accommo-
dated, an art that cannot be perfected. In the end, the Chinese people will
not leave politics to the state. They will demand that the state adapt and
evolve to meet their needs.
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The international community has every incentive to hope China can re-
form its politics and move toward a more open, representative political sys-
tem without descending into widespread violence and chaos. A Chinese
civil war would have catastrophic effects on the global economy and on se-
curity in Asia. As in all left-side-of-the-curve states, the best hope for polit-
ical change comes from within the country, from the nation’s citizens.
Policymakers in other nations have a role to play. But the Chinese people
will change China.

How can outside actors enable reform in China? The worst choice the
United States and others could make in trying to bring China through in-
stability toward the right side of the J curve is the choice Washington has
made in its relations with North Korea and Cuba. Isolating the Communist
leadership will only encourage China’s leaders to tighten their grip on
power and to suppress the energy for change already forming inside the
country.

As noted in Chapter Three, hoping to speed the breakup of the Soviet
Union, Boris Yeltsin famously called on Russia’s regions to “take all the sov-
ereignty [they could] swallow.” Beijing should similarly be encouraged to
absorb all the elements necessary for continued economic growth that it
can digest. China should be invited to make the necessary sacrifices of sov-
ereignty to join all the multilateral international institutions it dares. In-
deed, China should be allowed—perhaps even encouraged—to compete
for the purchase of Western assets at fair market prices. The party should
also be encouraged to build the most prosperous, globally connected mid-
dle class it can. These are the forces that will open China: prosperity, citi-
zens’ access to information, and membership in multilateral institutions
with the leverage to enforce rules on China’s economic, legal, and political
systems. These forces are already at work.

There are those within the Chinese Communist Party who believe
China’s security can only be guaranteed by maximizing the strength of the
People’s Liberation Army. They insist Western influence be sharply limited.
They suggest Beijing should adopt a hard line in its foreign policy and meet
every ten protesters with a thousand soldiers. Others believe China must
join the international community as fully as possible, that reform is the key
to modernization, that modernization is the key to greatness, that greater
openness is inevitable, and that economic growth, which depends on eco-
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nomic openness, is paramount. U.S. and other policymakers can help move
China to the right side of the J curve by doing everything possible to ensure
that the latter group wins the argument and that the Chinese people have
every tool possible to build a new China whose stability is grounded in po-
litical openness.






CHAPTER SEVEN

Conclusion

All conservatism is based upon the idea that if you leave
things alone you leave them as they are. But you do not.
If you leave a thing alone you leave it to a torrent of
change.

—G. K. CHESTERTON

All states are in constant movement on the J curve. Some states fluctu-
ate within a relatively narrow range. Others, particularly those closest
to the bottom on either side of the curve, experience wider swings. Left
alone, a left-side state will slide toward instability because authoritarianism
must be continuously reconsolidated. Kim Jong-Il, Robert Mugabe,
Alexander Lukashenko, the clerics who rule Iran, the military junta that
dominates Burma, the autocrats of Central Asia, the Saudi royals, the
Kremlin elite, the Chinese Communist Party leadership, and all the people
who enable their autocratic rule spend enormous time and energy reinforc-
ing regime stability and resisting the natural pull of greater political, eco-
nomic, and social openness.

As the energies of globalization open up the least politically and eco-
nomically developed areas of the world, as the citizens of closed states learn
more about life beyond their borders and discover they don’t have to live as
they do, tyrants must expend more and more effort to isolate their societies.
These states can now fall more swiftly and suddenly into instability than at
any time in history. That’s why right-side states must be more concerned
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than ever by the internal developments within left-side states. Social unrest
in China, the Saudi education system, a security vacuum in Afghanistan,
ethnic tensions in Nigeria’s oil-rich Niger Delta, and market volatility in Ar-
gentina each have a more immediate impact on geopolitics and economics
than ever before.

The countries on the right side of the J curve have a collective political,
economic, and security interest in working together to help move left-side
states through instability to the right side of the curve. But they must recog-
nize that the most powerful agents for constructive, sustainable change in
any society are the people who live within it. Strategies that empower
groups within closed states to challenge the authoritarian status quo can
create strong momentum for democratic change.

In policy terms, that means right-side states have an opportunity to craft
an approach toward North Korea that enables the North Korean people to
learn more about the outside world and to communicate directly with one
another. It means helping people like dissident Khin Maung Win build his
Democratic Voice of Burma television station, which broadcasts program-
ming from Norway into Burma. Just as the West offered Cold War—era sup-
port for Czechoslovakia’s Charter 77, right-side states can now aid and abet
Belarus’s dissident group Charter 97. Multilateral institutions that repre-
sent the interests of right-side states—and of global stability—can certainly
insist that elections everywhere in the world are conducted freely and fairly.
But it is the gradual infiltration of used cell phones, VCRs, videos, and text-
messaging equipment from China and South Korea into North Korea that
will, over time, help undermine authoritarian rule in Pyongyang. Further
isolation of Kim’s regime, on the other hand, will only simplify the work of
his security police and propaganda machine.

Beyond empowering responsible local opposition movements and dis-
sident groups, the establishment of even limited trade ties between left- and
right-side states enables more direct communication between peoples
within and across national boundaries. It allows them to share ideas and in-
formation, and puts money in the pockets of private citizens. It gives people
in both states a stake in the stability of their country’s relations with other
states.

By inviting states like China, Russia, Saudi Arabia, and Iran to join the
World Trade Organization and to adhere to its rules, right-side states help
reinforce the growth of middle classes and create rising expectations for
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further opening of the political cultures within those states. WTO member-
ship alone cannot open a closed society. Cuba and Burma, after all, have
been members for more than a decade. But as part of a comprehensive ef-
fort to bind these states to international norms of political and economic
behavior and to provide their citizens the opportunity to build wealth be-
yond their government’s reach, it’s a solid first step.

Yet, globalization, for all the reasons listed above, can also be tremen-
dously destabilizing. Not all states on the left side of the J curve are
equipped to survive the potential chaos of the transition from left to right.
There is pressure for change within every closed society, a pressure that
exists naturally. But, in the short term, demands for far-reaching political
change should be fully supported only in those states that have a fighting
chance of surviving the passage through the depths of the curve. If a coun-
try that is unprepared for such instability falls, or is pushed, into the dip
in the curve, there are two possible outcomes. Both are geopolitically dan-
gerous.

First, when a state suddenly becomes unstable, its citizens may demand
arestoration of stability at the expense of all meaningful reform. When the
Soviet Union collapsed, the government of the new Russian Federation
took steps to establish Russia on the right side of the curve. Boris Yeltsin’s
government subjected Russian society to economic “shock therapy.” At the
same time, opposition parties and the national media, which had up to that
point been completely under state domination, were freed to do and say
virtually anything. The combination of spiraling inflation, social insecurity,
Chechen separatist attacks, unchecked crony capitalism, and heightened
public awareness of all these problems created a frightening sense of chaos
across the country. The widespread sense that society was in freefall
prompted many Russians to support moves to hit the brakes on Russia’s re-
form-driven politics. In other words, the deep social anxiety provoked by so
much reform all at once created demand for an imposed order, for closed
politics. That’s an important reason why Russia has retreated over the last
half-decade to the left side of the curve.

A natural desire for security in an unstable environment has helped pro-
duce electoral success for groups like Hamas in the Palestinian territories
and Hezbollah in Lebanon, organizations that are less interested in open-
ness to the outside world than in capitalizing on anti-Western sentiment
and in consolidating ideological control of a closed society. To some extent,
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the 2005 election of Mahmoud Ahmadinejad in Iran represents a similar
impulse toward the certainties of anticorruption campaigns and populist
politics over the anxieties produced by social change and ill-conceived at-
tempts at political reform.

The other possible consequence of a premature slide into instability is
even more dangerous—total state failure. Twenty years ago, a country that
played no geopolitical or global economic role could simply fail, with severe
consequences for its people but little negative impact on the rest of the
world. But we now live in a world in which a vacuum of power in
Afghanistan can create the conditions for catastrophic events in New York
and Washington. In a world in which terrorists and the proliferation of
weapons of mass destruction threaten transnational upheaval, the risks cre-
ated by state failure—even in states once considered of marginal geopoliti-
cal importance—can be unacceptably high.

The Bush administration has now moved beyond the “axis of evil” focus of
the post-9/11 period toward a new strategy based on the active promotion
of democratization in states Condoleezza Rice has called “outposts of
tyranny.” In part, this shift reflects Washington’s recognition that military
regime change—even credible military pressure—is prohibitively expen-
sive as a major component of U.S. foreign policy. The administration lacks
both the material resources and the political capital to continue to use these
tools in all but the most extreme cases. In essence, the policy is an attempt to
undermine authoritarian states and to push them toward the right side of
the J curve with a less costly mix of political pressure and public diplomacy.

But the strategy is dangerous precisely because the Bush administration
hasn’t fully articulated how states that aren’t ready for the transition can
withstand the buffeting they’ll face in the depths of the curve. Foreign poli-
cymaking is not an abstraction, and a one-size-fits-all approach is doomed
to failure. The twelve states visited in this book demonstrate nothing so
clearly as that each country has developed a political, intellectual, eco-
nomic, and social culture that is unique.

In an authoritarian state, opposition political organizations are sup-
pressed, their activities are outlawed, their leaders are jailed or killed, and
their supporters are intimidated into silence. As a result, opposition within
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these states becomes radicalized; opposition activism becomes, by defini-
tion, antistate activity. To suddenly hold open elections in such a state is
usually to pit the most extreme elements of society directly against one an-
other in a contest in which both sides know the vanquished will lose every-
thing they value. In such a case, moderate parties may not have had the time
or the resources to build a political base in support of responsible reform-
oriented governance and to offer voters an alternative to the bitterly op-
posed extremes.

The damaging effects of pushing for comprehensive change in a society
that isn’t ready for it can last for years. Having scheduled open elections for
early 1991, the Algerian government recognized in late 1990 that an Islamist
party associated with terrorist cells was set to win. The state canceled the
elections and declared a state of emergency that still exists today. Because
the groundwork for stability based on openness was not prepared before
elections were to be held, the Algerian government suspended the nation’s
constitution in order to prevent a collapse into the depths of the J curve. A
number of right-side-of-the-curve states had supported the premature
elections. Faced with a geopolitically destabilizing result, they found them-
selves backed into support for the suspension of civil liberties—the oppo-
site of what they had intended.

As the leaders of states like Saudi Arabia, Kuwait, Egypt, Jordan, and
others experiment with limited local-level democratization, the lessons
of Algeria should not be far from our minds. All those states are home to
substantial numbers of radical Islamists who prefer the restoration of
the Muslim Caliphate to the establishment of liberal parliamentary democ-
racy. The stability of these countries is important for the establishment of
a comprehensive Middle East peace. Kuwait and, especially, Saudi Arabia
are key oil-producing states on which global growth and security continue
to depend. The United States can no longer offer unconditional long-term
support for these authoritarian regimes in the name of geopolitical sta-
bility. But it would be a mistake to believe that comprehensive political re-
form can be force-fed to their peoples. Until South Korea, China, and the
United States have developed a plan to mitigate the worst effects of North
Korean collapse, it would be premature for Washington to push policies
that might quickly destroy Kim Jong-II’s regime. Iran’s political culture
is rich and varied enough that responsible opposition parties could rela-
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tively quickly and smoothly replace the current ruling elite. That is not
the case in North Korea. It is a distinction that makes an enormous dif-
ference.

How can right-side countries help prepare a left-side state for the destabi-
lizing transition? By implementing policies designed to raise the left-side
state’s entire J curve. When a country becomes more stable at every possible
level of openness, that country is better fortified to withstand the stresses of
change. That’s why, for example, the United States government acted wisely
in rising above partisanship to renew most-favored-nation trading status
for China during the 1990s.

The images of tanks crushing unarmed student demonstrators in
Tiananmen Square in 1989 created intense political pressure within the
United States, in particular, for “punishment” of the “butchers of Beijing.”*
But the best way to undermine China’s police state remains a strategy that
helps build a Chinese middle class and binds China’s economic future and
political stability to rules-based international institutions. Helping the Chi-
nese Communist Party create prosperity within China fortifies its citizens
to demand change from their government and increases the probability
that China can survive its transition with as little instability as possible.
Raising China’s J curve means raising (the stability of) the lowest points on
the curve by enriching not only China but the Chinese people.

In practical terms, raising the curve means that, as the Chinese Commu-
nist Party fails to satisfy the Chinese people’s rising expectations for greater
influence over their own lives and the future of their country, the people
have a greater stake in protecting both—by limiting the chaos that ends
single-party rule. Hundreds of millions of Chinese people, thanks to the

* “Butchers of Beijing” became a standard phrase for many who sought to punish the Chi-
nese leadership following the Tiananmen Square crackdown. Representative Don Ritter said
the following on the floor of the U.S. House of Representatives on June 13, 1989: “The butch-
ers of Beijing is an apt way to describe those who head the Communist Party at this time. Not
only is rejection of most favored nation status in order, but the President should call for an
immediate convening of the United Nations to discuss and to denounce and to seek ways to
support those Chinese who believe in peace and freedom, human life and human dignity as
opposed to those butchers of Beijing.”
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economic reforms that have lifted them toward a middle class, now have a
greater stake in protecting China’s future, even as they dismantle China’s
past. Raising the curve also means that a new government will have the re-
sources to maintain a new political order as China goes about the difficult
business of opening and restructuring its society. In other words, economic
reform prepares the ground for stable political reform.

When, on the other hand, a closed regime attempts ambitious economic
and political reforms simultaneously, the resulting shocks to the system can
be too great. Mikhail Gorbachev (and later Boris Yeltsin) learned that les-
son the hard way. When a left-side state tries to reform its politics under
conditions of high unemployment and without the support of an econom-
ically sturdy middle class, the resentments unleashed produce a dangerous
backlash.

There is a direct relationship between instability and demand within so-
ciety for authoritarianism. A people who fear economic insecurity will
defer calls for freedom and representative government in favor of support
for (or at least submission to) a single clear voice promising food, jobs, and
social guarantees. The purpose, therefore, of lifting the entire J curve
through economic reform and the creation of a broad middle class is to re-
duce demand for authoritarianism and to build the necessary public confi-
dence that increases demand for an opening up of society. The Bush
strategy of universal democratization and the elimination of “outposts of
tyranny” targets supply of autocratic rule without addressing the underly-
ing demand for it. The formulation of a comprehensive strategy that ad-
dresses both sides of the problem is vitally important.

DEMAND-SIDE GEOPOLITICAL STRATEGY

To understand how a demand-side approach to the J curve challenge
can work, it is useful to consider the successes and failures of the U.S. ap-
proach to some other complex, long-term foreign-policy undertakings.
The so-called war on drugs has produced two decades of policy failure.
Strategies to win the ongoing global war on terror threaten to follow the
same path. The foreign-policy approach the United States and its allies cre-
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ated to win the Cold War, on the other hand, offers a useful model for the
kind of demand-side strategy that the United States and its allies used to
contain Soviet Communism and to undermine its power from within.

America’s war on drugs has never yielded the hoped-for results because
the clear majority of resources devoted to winning it has been focused on
combating drug supply—at the expense of efforts to lower demand. In fact,
drug abuse in America today is worse than when the drug war officially
began in 1989.' The United States has targeted those who grow the crops,
the cartels that process and transport narcotics, and the dealers who sell the
final product. But the war effort has failed to provide the consumers of il-
licit drugs with sufficient opportunities for treatment and rehabilitation to
substantially reduce demand. The suppliers of drugs have strong financial
incentives to find new places to grow their product, new soldiers to fight
their wars, and new street vendors to peddle their wares. Where there is de-
mand, there will always be supply. By the same token, when the people of a
left-side state demand security, protection, and order, there will always be a
supply of authoritarianism. Only a strategy that targets both supply and de-
mand can succeed.

It is precisely on this supply-side principle that the United States risks
losing the war on terror. There is demand for terrorism in parts of the Mus-
lim world. There are growing numbers of angry young Muslims willing to
surrender their lives in exchange for an outlet for their anger and a sense of
pride and purpose. These men have little stake in the success of their na-
tions. They have little hope of lawfully altering their fates. If this or that Al
Qaeda captain is captured or killed, a young Muslim looking for a war will
find another officer to enlist him. When bin Laden is finally captured or
killed, those who demand a champion to lead the terrorist jihad will create
anew leader.

The U.S. government has developed a strategy for both the war on drugs
and the war on terror that is based on two assumptions. First, the Bush ad-
ministration believes rightly that, without public support, a democracy
cannot win a costly war. Second, it believes wrongly that the devotion of
overwhelming resources to achieving high-profile victories over the suppli-
ers of drugs or terrorism is an effective way to build and maintain that sup-
port. Because the wars on drugs and terror sometimes seem abstract, those
who wage them try to show tangible, consistent progress: high-profile ar-
rests, infrastructure destroyed, “bad guys” slain. The patient, methodical
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work of reducing demand for drugs and terrorism doesn’t make the men
who wage the war any more popular with their electorates. But it is precisely
that effort, combined with the continuation of an aggressive strategy to
bring to justice the purveyors of drugs and terrorism, that will bring change
from within the troubled societies that produce them. By extension, work-
ing to undermine demand for isolation and authoritarianism can help ease
left-side states toward the right side of the J curve.

Cold War—inspired strategies can help right-side states accomplish ex-
actly that. Western governments chose the right combination of weapons to
win the Cold War. They used every means at their disposal—military, diplo-
matic, cultural, economic, and social—to help open Communist-bloc
states and to undermine both the Soviet supply of Communism and the de-
mand for it from within Soviet satellites, the USSR itself, and the develop-
ing world.

Following the end of the Second World War, the United States actively
promoted open governance in Europe. As America’s wisest Cold War strate-
gists recognized, the Soviet system had within it “the seeds of its own
decay”* Indeed, the ] curve illustrates that all states on the left side contain
the elements that will one day combine to create change. Through the Mar-
shall Plan, America helped spark a broad and sustained economic recovery
across much of Europe and fed the postwar U.S. economic expansion in the
process. Through deft diplomacy, the Western powers persuaded the So-
viet-bloc nations to sign the 1975 Helsinki Accords, which committed all
parties to respect human rights within their countries and provided a gen-
eration of Soviet and East European dissidents a platform from which to
speak directly to their own peoples.

As General Wesley Clark has written, “Western labor unions, encour-
aged by their governments, aided the emergence of a democratic trade-
union movement, especially in Poland. Western organizations provided
training for a generation of human-rights workers. Western broadcast
media pumped in culture and political thought, raising popular expecta-
tions and undercutting Communist state propaganda. And Western busi-
nesses and financial institutions entered the scene, too, ensnaring
command economies in Western market pricing and credit practices.”? In

* George Kennan wrote that often-repeated phrase in his famous Foreign Affairs article “The
Sources of Soviet Conduct” in July 1947.
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essence, the United States used every means at its disposal to open these
closed societies, to replace demand for Soviet Communism with demand
for political reform. The former Warsaw Pact countries did not become
democracies because America imposed democracy from the outside. In
fact, the United States never invaded a country under Moscow’s control.
The former Warsaw Pact states embraced democracy because they wanted
democracy.

The West contained the advance of Communism successfully enough
and long enough for reformist forces inside the Soviet Union and Commu-
nist-bloc countries to unravel the fortress mentality of their closed soci-
eties. If such an achievement were possible in the effort to open other
authoritarian states from within, the results would bring more global sta-
bility than a dozen successful military regime changes, each of which might
be prohibitively expensive in terms of money and lives, and each of which
might produce terrible unforeseen consequences.

Winning the global war on terror is imperative for the right-side states
that are under attack. But the dismantling of terror cells with transnational
reach also serves the larger goal of bringing left-side states to the right side
of the J curve. The Bush administration has not entirely ignored the de-
mand side of the global conflict with terrorists. It has announced substan-
tial increases in conditional foreign aid; a Millennium Challenge Account
has been established that ties U.S. development assistance to economic and
political reform progress with “clear, concrete and objective” criteria; the
U.S.-funded Alhurra satellite television network has begun beaming its sig-
nal in Arabic to a Middle Eastern audience; free-trade agreements have
given a number of developing states access to U.S. markets. All these initia-
tives help to open closed societies.

Winning the war on terror has everything to do with the challenges
posed by the ] curve. The greatest immediate threat to global stability can be
found at the intersection of terrorism and the proliferation of weapons of
mass destruction (WMD). Terrorism and WMD proliferation account for
much of the risk associated with the depths of the J curve, because failed
states (and areas of states not under government control) can provide the
ground where terrorists and WMDs come together. Indeed, ridding a state
of well-organized terrorist cells is one important means of lifting a state’s
entire J curve. And the instability produced by terrorism increases demand
for (or at least acceptance of) authoritarian rule. A number of the regimes
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that rule left-side states—from China to Mauritania, Russia to Saudi Ara-
bia, Egypt to Uzbekistan—have used the war on terror as cover for the fur-
ther consolidation of domestic political power. Right-side states should not
support this practice.

Some countries are better prepared than others to make the transition
from authoritarian rule to open society. Certainly, the nations of the War-
saw Pact, which shared a history of Enlightenment and constitutionalism
with the states of Western Europe, were better prepared for that transition
than the states of the Arab world are today. But the growing desire for indi-
vidual freedom and for more open societies becomes more obvious in the
Arab world with each passing year. Democracy can only come to an author-
itarian state when its people demand it. Feeding that demand for open soci-
ety should be paramount in both winning the war on terror and in
pursuing the larger struggle to move left-side states to the right side of the
J curve.

THE GATED COMMUNITY

Insecurity creates demand for short-term stability in all states, not just
those on the left side of the J curve. Terrorist attacks inside the United States
and in several European countries have provoked calls for limits on immi-
gration—essentially for the establishment of the United States and EU as
“gated communities,” protected by a security perimeter that keeps outsiders
outside. The September 11 terrorist attacks have led some politicians to
push legislation that keeps out some of the very people who might come to
America, absorb Western values and ideas, and return with them to their
own authoritarian countries.*

The impulse is understandable, if unwise. Anyone who could have
blocked the entry into the United States of the 9/11 hijackers would have
done so without hesitation, even if it meant excluding a thousand students
who might have returned home following graduation from an American

* As Joseph Nye likes to remind audiences and readers, Alexander Yakovlev, one of the archi-
tects of glasnost and perestroika, is one of the many Soviet reformers who once studied in the
United States.
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university to work for political and economic reform. Many Europeans fear
that admitting Muslim Turkey into the EU will make it easier for would-be
terrorists to blend into European society as they move unchecked across EU
borders and plan attacks on European civilians.

But willingness to trade openness for security is based on a false choice.
If the vast majority of would-be immigrants from Muslim countries are de-
nied access to the United States, if the European Union demonstrates to the
Muslim world that Europe is a Christians-only club, demand in the Muslim
world for terrorism and Islamist authoritarianism will surely grow. Left to
their own devices, a few who are excluded from globalization’s benefits will
turn to the only widely practiced methods of leveling the global playing
field available to them: insurgency and terror. The two sides of the divide
will understand each other’s worldviews even less than they do now. The
dip in the J curve that separates left- and right-side states will become even
more treacherous to traverse.

Changes to the global economy produce deep anxiety within all states
that are plugged into it. But ill-considered protectionist economic and se-
curity policies in the United States, Europe, or anywhere else are merely an-
other form of self-imposed isolation. No gated community, even one that
was wealthy when the gates were first installed, can long remain prosperous
and dynamic in a globalized world. There have been a number of disturbing
signs that gated-community political logic has taken hold in the United
States. A growing U.S. trade deficit with China has led some U.S. lawmakers
to press Beijing to substantially revalue its currency—and to threaten a 27.5
percent tariff on Chinese imports should it refuse. A political firestorm
erupted when U.S. media reported in early 2006 that the Committee on
Foreign Investments in the United States had approved a deal to give a state-
owned Arab firm, Dubai Ports World, the rights to operate several U.S.
ports. Political shortsightedness scuttled the deal, and some U.S. lawmakers
demanded changes to the process by which such transactions are investi-
gated. National security should remain the federal government’s primary
responsibility. But the danger is growing that excessive security concerns
will needlessly damage U.S. commercial and foreign-policy interests and
ultimately America’s own stability.

Protectionist legislation can also undermine U.S. efforts to open left-
side states. In 2006, some lawmakers threatened to block a merger between
the French firm Alcatel and the American company Lucent over concerns
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that Alcatel enjoys commercial ties with Iran. Alcatel has upgraded Iran’s
telecom network and provided the country with its first high-speed DSL
Internet connections. Blocking a proposed investment in the United States
by a foreign firm that helps Iran’s people communicate with one another
and with the outside is a very poor way of undermining Iran’s conservative
regime.

As the authoritarian countries of the Communist bloc discovered, all
closed states eventually wither or explode. The walls that isolate them
merely hide their potential instability from the outside world. Only stability
based on an openness that links citizens within and across national bound-
aries can help left-side states meet the primary challenge of the J curve.
Openness enables change. Change is an essential ingredient in growth and
prosperity. Only the free exchange of information, values, ideas, and people
can build a sustainable global stability that enriches all who take part in it.
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