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An Interview with Francis Fukuyama
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By Michael Woolslayer, Lucas Beard, 

BOE�.JDIBFM�(PMEmFO

FZIVKQ[�.]S]aIUI�LWM[�VW\�XIa�U]KP�I\\MV\QWV�\W�\PM�ÅMTL�
of  international relations these days. In recent years, “the 
incentives have all been to do very empirical, but neces-

sarily, very micro-level studies. This whole trend towards doing 
randomized experiments has accelerated that small-bore focus.” 
His current interests lie very far from “a lot of  the cutting-edge 
research, that’s methodologically cutting-edge,” because such 
research “addresses pretty small issues.” The “micro-studies are 
very good, they are very important, but it’s hard to say these are 
the top three that you absolutely need to read.” In part, this is due 
\W�\PM�[QOVQÅKIV\�QVKZMI[M�QV�I^IQTIJTM�[W]ZKM[�WN �LI\I�\PI\�_MZM�
ITUW[\�]V\PQVSIJTM� \PQZ\a�aMIZ[�IOW��_PMV�PM� RWQVML� \PM�ÅMTL�

AM\�.]S]aIUI�IT[W�QLMV\QÅM[�I�LMMXMZ�[W]ZKM"�\PM�MU]TI\QWV�WN �
economics. Political science has “regressed though in the sense 
that it’s been colonized by economics and by economic models. 
So the economists are all emulating physicists, and the political 
scientists are all emulating economists.” Political scientists end 
]X�UQ[[QVO�UIVa�WN �\PM�UWZM�QV\MZM[\QVO�IVL�N]VLIUMV\IT�Y]M[-
tions of  politics that cannot be explained by simple econom-
ic models. “You need much more contextual information, you 
need much deeper knowledge of  history, you need languages, 
understating of  culture really to understand political outcomes.” 
Not to say theory is not important, but “in politics, you just can-
not come up with the kinds of  elegant theoretical models that 
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“I am really glad I had 
that kind of  schizo-
phrenic training, be-
cause I think the back-
ground in political 
theory introduced me 
\W�ZMITTa�JQO�Y]M[\QWV[�º

you can in economics.” Not that those models have proven ef-
fective, as the recent crisis has shown. “Those models don’t work 
very well. Economists themselves don’t really understand how 
the macroeconomy works.” In emulating economics’ methods 
and concerns, “we’ve really lost something in political science in 
that respect.” 

Fukuyama has long been engaged with large issues, since his train-
ing in the Humanities as a Classics major at Cornell. “I wanted 
to learn Greek so I could read Plato and Aristotle in the original 
]VLMZ�\PM� QVÆ]MVKM�WN �)TIV�*TWWU��_PW�_I[�I�XWTQ\QKIT� \PMW-
rist and a very charismatic teacher that I had met my freshman 
year.” He spent his undergraduate years studying philosophy, 
and not taking any political science, aside from political theory. 
As the post-modernist wave hit the United States in the mid-
1970s, Fukuyama spent a year doing comparative literature. “I 
_MV\�\W�8IZQ[�IVL�[\]LQML�_Q\P�2IKY]M[�,MZZQLI�IVL�:WTIVL�*IZ-
te, and all these French luminaries. I ended up really hating it.” 
He switched into a political 
science graduate program, 
focusing on “very kind of  
nitty-gritty, policy-oriented 
political science,” in a sense 
“overcompensating in the 
other direction.” This cir-
cuitous route to the study 
of  political science proved 
valuable. “I am really glad 
I had that kind of  schizo-
phrenic training, because 
I think the background in 
political theory introduced 
UM�\W�ZMITTa�JQO�Y]M[\QWV[�º�

;]KP� \ZIQVQVO�IT[W� MUJMLLML�I�PMIT\Pa� ZM[XMK\� NWZ�Y]ITQ\I\Q^M�
methods. “A lot of  times if  you want to look for causality, the way 
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to do it is not to try to run a regression between two big datasets, 
it’s actually going and talking to decision-makers and trying to 
trace the processes by which decisions are made.” Fukuyama is 
aware of  the limitations of  these methods, but thinks in for some 
of  the bigger issues they are the only real option. “It won’t have 
a lot of  external validity,” but that is ok, because “when you get 
to some of  these big issues, there isn’t a single, elegant theory 
that’s going to have a lot of  external validity, all you can do is try 
\W�]VLMZ[\IVL�[XMKQÅK�KI[M[�º

Inspiration from early mentors like Samuel Huntington rein-
NWZKML� \PQ[� QVKTQVI\QWV� \W_IZL� JQO� Y]M[\QWV[� IVL� XZWRMK\[��0Q[�
current undertaking on political order is an attempt to rewrite 
and update Huntington’s own Political Order and Change in 
Societies. The End of  History grew from the “European Hege-



“When you get to some 
of  these big issues, there 
isn’t a single, elegant 
theory that’s going to 
have a lot of  external 
validity, all you can do 
is try to understand spe-
KQÅK�KI[M[�º
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lian tradition” that Fukuyama had been immersed in as an un-
dergraduate and early graduate student. As he said:
That’s probably where the Humanities background actually 
UISM[�I�LQٺMZMVKM��JMKI][M�1�\PQVS�QV�XPQTW[WXPa�WZ�QV�XWTQ\QKIT�
\PMWZa�aW]¼ZM�][ML�\W�I[SQVO�JQO�Y]M[\QWV[��<PMZM¼[�VW�XWQV\�QV�
saying, “Does a co-payment increase the uptake in bed-nets?” 
<PI\¼[�VW\�I�XPQTW[WXPQKIT�Y]M[\QWV��*]\�\PM�Y]M[\QWV[�¹?PI\¼[�
the best sort of  government?” or “How do governments change 
or decay or grow?” That is the sort of  thing that you ask if  
you’re a political theorist.

Though stemming from 
similar philosophical im-
pulses, the process of  
tackling these massive 
projects has changed over 
the years. In the past, like 
the writing of  The End 
of  History, Fukuyama 
withdrew for a year, “did 
a lot of  reading, wrote 
the book, then put it out 
there.” Now it is much 
more “kind of  an itera-
tive process.” He writes 
in sections, and then pres-
ents them for comment 

from colleagues. “It’s more of  a social process, where I’m con-
stantly getting feedback and it builds into something larger.”

Whatever his methods, the products have made him one of  the 
preeminent political science intellectuals of  the modern era. 
Dr. Francis Fukuyama, Olivier Nomellini Senior Fellow at the 
Freeman Spogli Institute for Internationl Studies (FSI), has pro-
duced landmark scholarship for over thirty years, from The End 
of  History to his recent two-volume project on political devel-
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opment, The Origins of  Political Order and the forthcoming 
Political Order and Political Decay. He remains a well-known, 
respected, and sometimes controversial academic, particularly 
in countries that have, correctly or incorrectly, tied his ideas to 
their own experiences with “neoliberal” institutions and reforms. 
This was evident during a recent trip he led to Argentina with 
Stanford University International Policy Studies graduate stu-
LMV\[��_PMZM�WٻKQIT[�NZWU�\PM�5IaWZ�WN �*]MVW[�)QZM[��5I]ZQKQW�
Macri, to the Minister of  Social Development, Alicia Kirchner, 
solicited his opinion on the country’s policies.

In spite of, or perhaps because of, the impact of  his scholarship, 
.]S]aIUI�PI[�JMMV�NZMY]MV\Ta�UQ[]VLMZ[\WWL��¹?Q\P�ZMOIZL�\W�
The End of  History, the most common misunderstanding was 
just my use of  the term ‘history,’ obviously,” he said. “It’s inter-
esting, because the one group of  people who had no problem 
with the concept were actually people of  a Marxist tradition, 
because the Marxists have the same concept of  History with a 
capital H, and then the end of  History, which would be com-
munism.” When Fukuyama suggested that the end of  History 
would not be communism, but some form of  liberal democracy, 
the Marxists understood perfectly; “they might not agree, but it 
was within their conceptual framework.” Most Americans, on 
the other hand, “don’t have that conceptual framework, didn’t 
grow up in that particular philosophical tradition” and so did 
not grasp his meaning when he referred to History. Many also 
misinterpreted The End of  History to be referring to a partic-
ularly American variety of  democracy and market economics. 
“Actually,” Fukuyama said, “I’ve always thought the European 
Union represents the true end of  history, because in the Euro-
pean Union they’re basically trying to substitute law and a kind 
of  universal norms for power politics in a way that the United 
States is not really willing to.” 

In fact, Dr. Fukuyama is vocal about what he views as the de-
cline in American institutions. “It’s not a good situation where 
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you have a highly politicized political class and public, combined 
with a check-and-balance system that has evolved into something 
that I call a ‘vetocracy.’” The system was originally designed with 
[QOVQÅKIV\�QUXMLQUMV\[�\W�Y]QKS�OW^MZVUMV\�LMKQ[QWV�UISQVO��
¹<PI\¼[�ÅVM�QN �aW]Z�UIQV�WJRMK\Q^M�Q[�\W�I^WQL�\aZIVVa��WZ�QN �aW]�
don’t need very much government, which was the case in nine-
teenth century America.” Yet these same mechanisms are con-
tributing to the current gridlock. Though not unprecedented in 
American history, the U.S. is now failing to accomplish “one 
of  the most fundamental functions of  a government, to pass 
[][\IQVIJTM��Å[KITTa�ZM[XWV[QJTM�J]LOM\[��VW\� R][\�WV�I�aMIZ�Ja�
year basis, but actually to do it with some predictability.” The 
“capture of  American government by well organized interest 
groups” has meant that “legislation is poorly written” and “we 
can’t reform our tax code.” The recent Supreme Court decision 
WV� KIUXIQOV� ÅVIVKM��5K+]\KPMWV� �̂� .MLMZIT� -TMK\QWV�+WU-
mission, No. 12-536, has “removed all the obstacles that stood 
in the way of  the rich and powerful being able to use the system 
for their own purposes.”

<PM� QVKZMI[QVO� \ZMVL� \W_IZL�OZMI\MZ� QVKWUM� QVMY]ITQ\a� QV� \PM�
U.S. is partly to blame for the polarization in Washington. Yet 
UIVa�WN �\PW[M�_PW�[]ٺMZ�\PM�MٺMK\[�WN �\PM�¹OZW_QVO�[SM_�QV�QV-
come distribution” have been driven by a burgeoning populism 
to vote for a Republican party that advocates the very policies 
that accelerate the trend. “It’s just one of  these contradictory, 
not understanding your self-interest outcomes kinds of  out-
comes that periodically happen in democracies.” Populism itself  
can be a positive force, if  harnessed for useful purposes, like the 
popular movement that drove the New Deal in the 1930s. “The 
capture of  government institutions by elites in a democracy will 
only [not] happen if  the people being harmed by that use their 
power at the ballot box to correct the situation.”

Fukuyama is not a doomsayer on the U.S., but a realist: “it’s 
not a crisis in the sense that the system is going to break down 
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“It’s not a crisis in the 
sense that the system 
is going to break down 
and come to a grinding 
halt, but it does mean 
\PI\�\PM�Y]ITQ\a�WN �OW^-
ernment in the United 
States is not good.”

IVL�KWUM�\W�I�OZQVLQVO�PIT\��J]\�Q\�LWM[�UMIV�\PI\�\PM�Y]ITQ\a�
WN �OW^MZVUMV\�QV�\PM�=VQ\ML�;\I\M[�Q[�VW\�OWWL�º�<PM�ZIUQÅKI-
\QWV[�WN �\PM�[\]T\QÅKI\QWV�WN �QV[\Q\]\QWV[�XTIa�W]\�QV\MZVI\QWVITTa��
as well. Along with colleagues Larry Diamon, Gerhardt Casper, 
and Stephen Krasner at Stanford’s Center on Democracy, De-
velopment, and the Rule of  Law (CDDRL), Fukuyama has seen 
a decline in the appeal of  the U.S. model around the world, a 
far cry from the case even twenty years ago. “When you have a 
Washington that is so partisanly divided that we can’t pass a bud-
get and the whole government shuts down, nobody says, ‘Yeah, 
we want to be like that. We want to shut down the government 

because we can’t agree 
on the budget.’”

-^MV� _Q\P� �\KQMVٻ[]
agreement to pursue 
a policy, there is no 
guarantee that it is im-
XTMUMV\ML� MٺMK\Q^M-
ly. “People agree on 
many policies, but they 
can’t make them work.” 
Fukuyama cites the fail-
ures in nation-building 
IN\MZ� \PM� 1ZIY� ?IZ� IVL�
the botched Obamacare 
rollout as recent exam-

XTM[��0M�[]XXWZ\ML�\PM�QVQ\QIT�QV^I[QWV�WN �1ZIY�IVL�\PQVS[�¹\PI\�
universal health insurance is a good thing, and we ought to have 
it.” Yet, in both cases, “they managed to screw this up in a way 
that it threatens the actual survival of  the underlying policy. 
These are pure implementation issues.” 

The decline of  the bureaucracy in the United States is partly to 
blame. “Right now, out civil service is extremely demoralized, 
IVL�1�_W]TL�[Ia�Q\[�Y]ITQ\a�PI[�JMMV�LMKTQVQVO�[\MILQTa�W^MZ�\PM�
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last thirty-forty years.” To help tackle this decline, Fukuyama 
joined the board of  directors of  the Volker Alliance, an organi-
zation started in 2013 by former Chairman of  the Federal Re-
[MZ^M�8I]T�>WTKSMZ�\W�ILLZM[[�MٺMK\Q^M�QUXTMUMV\I\QWV�WN �X]J-
lic policies and rebuild public trust in government. He laments 
\PM� NIK\� \PI\� NM_�WN � \PM�UW[\�Y]ITQÅML�XMWXTM�X]Z[]M�_WZS� QV�
the government bureaucracy. “It’s not surprising, because the 
government makes it really hard to work for them.” The most 
public service-oriented have been gravitating toward NGOs and 
international organizations rather than the civil service. “That’s 
really bad, because you need strong, smart, young, motivated 
people running the government. A lot of  what I think I want 
\W�NWK][�WV�I\�\PQ[�[\IOM�WN �Ua�TQNM�Q[�\W�\Za�\W�ÅO]ZM�W]\�PW_�\W�
UISM�\PQ[�[\]ٺ�_WZS�JM\\MZ�º



7UDYHOV� LQ� 6HDUFK� RI�$UJHQWLQD·V�
Democracy

By Lucas Beard
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These are perilous times for Argentina’s democracy. The 
LIVOMZ� IVL� KWV[MY]MVKM[� WN � LMUWKZIKa¼[� XW\MV\QIT�
failure will surprise no one in a country with such a 

patchwork history of  elected governments interrupted by mil-
Q\IZa� KW]X[��?PQTM� )ZOMV\QVI� PI[�UIQV\IQVML� MTMK\ML� WٻKQIT[�
for the last 31 years, the true measure of  democracy: choice, 
appears to be evaporating. The balance of  power between the 
executive, legislative, and judicial branches has swung stark-
ly in favor of  presidential power. Corruption, clientalism, and 
populist economic policies abound in the country. Most Ar-

This spring, I traveled to Argentina as a member of  Stanford Univer-
sity’s International Policy Studies trip led by Dr. Francis Fukuyama 
to analyze Argentina’s political situation by meeting with the country’s 
decision makers, government employees, civil society, and academic com-
munity. In every meeting we attended, we kept hearing the same messag-
es. Our study trip exposed an unsettling deterioration in the democratic 
processes in the country paired with a feeling among the population of  
resignation. Despite these observations, the general elections in 2015 
may provide an opportunity for change in the near future. Here are some 
ÅZ[\�PIVL�QUXZM[[QWV[�WN �\PQ[�[\]La�\ZQX�\W�*]MVW[�)QZM[�

Travels in Search of Argentina’s 

Democracy

By Lucas Beard
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gentinians simply shrug their shoulders at these deteriorating 
democratic norms; seeming to validate the belief  that this is 
just a regular downturn in the cycle of  Argentinian governance.

Wide-eyed with disbelief, members of  our study trip wandered 
through the collectivos outside of  Buenos Aires. The government 
funds these collectivos, or socialist work camps, as social devel-
opment projects intended to relieve poverty and encourage 
economic growth. Despite the injection of  government devel-
opment funds, the work camp was a sad place incorporating 
several sparse buildings into a wide forest near Argentina’s larg-
est airport. It felt like a Soviet work camp, complete with a Dear 
4MILMZ� QKWVWOZIXPa� �XZWÅTM[� WN � -^Q\I� 8MZWV� VM`\� \W� \PW[M� WN �
current President Cristina Fernandez de Kirchner) and propa-
ganda videos detailing the social utility of  the facility. 

The collectivo produced small amounts of  paving bricks and lum-
ber; however, there was no larger demand for these manufac-
tured products. The languid workers made it abundantly clear 
that the focus of  the project was more on clientalistic voter ap-
peasement than a form of  social development or skills training. 
Despite the rhetoric of  empowerment, the collective seemed to 
be a thinly veiled handout to voters and local politicians.

Part of  a larger recurring theme of  populist politics in Argenti-
na, the current Kirchner administration has promoted unpro-

The Peronist is Dead, Long Live the 
Peronists

Social Development
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ductive, un-targeted subsidies at the expense of  true economic 
development.  Echoing the populist couple-based leadership of  
the Peron family in the 1960s, the 2000s was a decade of  the 
Kirchners. First, Nestor, riding the soy-based commodities pric-
ing boom, helped bring the country out of  serious economic 
turmoil, and after Nestor passed away, his wife has taken up 
his cause. This populist husband-to-wife succession echoes the 
pattern of  succession in 1974 when the presidency passed from 
Juan Peron to his third wife, Isabel Peron. 

In meeting with members of  the local governments, civil society, 
and small business owners, I felt a jaded sentiment regarding the 
economy. These people had seen this movie before; they knew 
how it was going to end; but they couldn’t help but keep watch-
QVO�]V\QT�Q\�ÅVQ[PML��)�XZWNW]VL�IVL�XMZ^I[Q^M�[MV[M�WN �LuRo�^]�
meant somewhat counterintuitively, that there was no dread or 
calamity, but instead resignation. 

A collectivo street sponsored by the 
Ministry of  Social Development
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From an economic perspective, Cristina Fernandez de Kirch-
ner appears to be a low-tax, and spend populist. As Argentina 
has discovered before, spending money that you don’t have can 

lead to overdrawn bank 
accounts and irate cred-
Q\WZ[��<PM�[QOV[�WN �ÅVIV-
cial distress due to poor 
Å[KIT�XWTQKa�PI^M�JMMV�XQT-
ing up. In 2010, the pres-
ident controversially, and 
XW\MV\QITTa� QTTMOITTa�� ÅZML�
the head of  the Central 

Bank for not tapping into the country’s sparse foreign exchange 
reserves. Kirchner understandably wants to provide services for 
her constituents from both a value-based perspective and a per-
sonal elections position, but doing so has created a ticking clock 
WN �K]ZZMV\�IKKW]V\�QUJITIVKM[��-`IKMZJI\QVO�\PQ[�K]ZZMV\�Å[KIT�
mismanagement is the debt overhang from the last time Argen-
tina defaulted in the early 2000s. Currently, this debt situation 
PI[�aM\� \W�JM�ZM[WT^ML�IVL�I� TIZOM�Y]IV\Q\a�WN �UWVMa� Q[�JMQVO�
litigated in New York as a result of  debt holdouts. Only time 
will tell how long creditors can be held at arms reach and how 
far into the red Argentina can fall before yet another sovereign 
default or a change of  government is in the cards. 

We began our trip with a discussion of  Argentina’s judiciary 
with Ricardo Gil Lavedra while sitting on the steps of  the Uni-
versity of  Buenos Aires’ Law School. Mr. Lavedra led the Trial 
of  the Juntas in the 1980s, when the new democratic govern-

Argentina’s balance 
of  power has shift-
ed to clearly favor 
the executive branch

Imbalance of  Powers
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ment examined the war crimes of  the previous military junta. 
He cautioned us about current dangers facing the Argentinian 
government. Reclining on the university stairs, I watched jog-
gers in brightly colored spandex pass by on well-marked ex-
ercise trails. With brilliant weather and smiling pedestrians, I 
KW]TLV¼\�Y]Q\M�KWUXZMPMVL�_PI\�:QKIZLW�/QT�4I^MLZI�_I[�\MTT-
ing us. The story we heard was so dissimilar and disconnected 
NZWU�\PM�ÅZ[\�_WZTL�QLaTTQK�[KMVMZa�\PI\�Q\�LQLV¼\�M^MV�NMMT�ZMIT��
And that’s exactly the danger in Argentina. Due to Argentina’s 
abundant natural bounty and educated population, it’s easy for 
visitors to think that revolutions, human rights abuses, and ne-
glected democracies happen somewhere else, certainly not here, 

Ricardo Gil Lavedra discussing the state of
Argentina’s judicial system
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not in Buenos Aries with its broad tree-lined streets and fancy 
ZM[\I]ZIV\[��5Z��4I^MLZI�_I[�\PM�ÅZ[\�WN �[M^MZIT�PQOP�TM^MT�QV-
LQ^QL]IT[�\W�LM[KZQJM�\PM�[XMKQÅK�_Ia[�\PI\�8ZM[QLMV\�3QZKPVMZ�
has attempted to derail the country’s democratic processes by 
exempting the executive branch from the normal checks and 
balances of  government. 

In a concerning trend reminiscent of  other populist regimes 
with strong personality-driven leaders, Argentina’s balance of  
powers has shifted to clearly favor the executive branch. Like 
most modern constitutional democracies, Argentina has three 
distinct and purportedly independent branches of  government: 
executive, legislative, and judicial. 

The branch has become increasingly powerful and unilaterally 
acting. A primary mechanism for this expansion has historical-
ly been the Necessity and Urgency Decrees (“DNU”) issued 
by the President of  Argentina. A part of  the constitution since 
1994, these decrees were used to skirt democratic processes and 
“fast-track” legislation to bypass Congress. President Cristina 
Fernandez de Kirchner has used DNUs to acheive goals, such 
as ousting the president of  the Central Bank head and sup-
port the development of  the deal that nationalized Repsol’s re-
source extraction operations in Argentina. Both of  these deci-
sions drew considerable ire from the international community.

During our last day of  meetings, we concluded our trip with 
a visit to Argentina’s Supreme Court and a meeting with the 
President of  the Court, Dr. Ricardo Lorenzetti. He told us yet 
another eye-opening tale of  presidential overreach. In a sus-
tained battle for judicial independence, Dr. Lorenzetti conced-
ed that the Supreme Court has lost its battle for the indepen-
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dence of  the lower courts. These lower courts are now strongly 
QVÆ]MVKML�Ja�TWKIT�XWTQ\QKIT�UW^MUMV\[�[\ZM\KPQVO�NZWU�*]MVW[�
Aries and are no longer considered a dependable form of  jus-
\QKM��?Q\P� LMÅIV\�� \QZML� MaM[�� \PM�+PQMN � 2][\QKM� []OOM[\ML� \PI\�
with no control over the lower courts, and an uncertain future 
for the Supreme Court, the entirety of  Argentina’s judicial inde-
pendence was at stake.

Given the volatile combination of  populist politics and eco-
nomics, the signs do not augur well for Argentina’s democratic 
future. The economy is barely limping along due to a combi-
VI\QWV�WN �[\]JJWZVVM[[��JIZMTa�MٺMK\Q^M�KIXQ\IT�KWV\ZWT[��IVL�I�
desire of  the international community to prevent another mas-
[Q^M�[W^MZMQOV�LMNI]T\��<PM�XWTQ\QKIT�[Q\]I\QWV�[]ٺMZ[�NZWU�KZIKS�
downs on media, deteriorating independence in the judiciary, 
IVL�I�LM\MZUQVML�MٺWZ\� NZWU�\PM�M`MK]\Q^M�JZIVKP� \W� []J^MZ\�
the legislature through presidential decrees. However, despite 
these apparent threats to democracy, it is not too late to save 
Argentina’s democracy and there are possible glimmers of  light 
on the horizon. In October 2015, Argentina will have a general 
election that will include the selection of  a new president. With 
Cristina Fernandez de Kirchner constitutionally ineligible for a 
third consecutive term, next year looks to include a higly contest-
ML�ÅMTL�WN �KIVLQLI\M[��<PM�MTMK\QWV�IVL�XWTQ\QKIT�LQ[KW]Z[M�PI[�
[XQTTML�W]\�WV\W� \PM� [\ZMM\[�_Q\P�]JQY]Q\W][�OZIٻ\Q� IL^WKI\QVO�
or denigrating one candidate or another. While there are sever-
al pro-Kirchner politicians eligible for election, there are also a 
few candidates that are seeking to change Argentina’s path and 
reverse some of  the decisions of  the last decade.

Rekindling Democracy: An Opportunity 
in 2015
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One bright spot has been the potential candidacy of  the may-
or of  Buenos Aires, Mauricio Macri. A prominent businessman 
and member of  the opposition party, Macri is one individual 
seemingly keen on changing the political course set by Kirch-
VMZ��?PMV�_M�^Q[Q\ML�\PM�UIaWZ�QV�PQ[�WٻKM[��PM�_MV\�\W�TMVO\P[�
describing how divergent his policies would be from the cur-
ZMV\� ILUQVQ[\ZI\QWV��)� KWVKZM\M�UMI[]ZM� WN � PQ[� MٺWZ\[� \W� QU-
prove democratic processes has been the creation of  the Open 
Government Initiative in the City of  Buenos Aires. This project, 
based on the principles of  open governance and transparency, 
collects and releases city management information to the public 
while building user-friendly platforms to access and understand 
this data. The Open Government Initiative has created annual 
‘hackathons’ to promote creative uses for public data, and they 
have collaborated with other Argentinian cities to build trans-
parency and accountability. In a country that has only recent-
Ta�ZMTMI[ML�IKK]ZI\M�QVÆI\QWV�V]UJMZ[��\PM�\ZIV[XIZMVKa�WN �\PM�
Open Government Initiative is a welcome step in the right di-
rection. 

The mayor of  Buenos Aires, Mauricio
 Macri, approaches his desk after a speech
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Likewise, the president of  the Supreme Court, Dr. Ricardo Lo-
ZMVbM\\Q��LM[KZQJML�PQ[�MٺWZ\[�\W�ÅOP\�IVL�XZW\MK\�\PM�\ZILQ\QWVIT�
democratic checks and balances between the legislature, execu-
tive, and judiciary. While Lorenzetti admits this is a losing bat-
tle at the moment, he also alluded to potential positive changes 
from the upcoming general election in 2015. 

When Argentinians go to the polls next year, I’ll be eagerly await-
ing to hear the results. The country has been in this position 
before, and we’ll see what its constituents make of  the country’s 
current trajectory.



Veils and Cleats
A Zanzibar Soccer Story

By Megan Shutzer



Veils and Cleats: A Zanzibar Soccer 
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ZIVbQJIZ��I�[MUQ�I]\WVWUW][�[\I\M�Wٺ�\PM�KWI[\�WN �<IV-
bIVQI�� Q[� I� K]T\]ZIT� UMT\QVO� XW\�� QVÆ]MVKML� Ja� Q\[� PQ[-
torical ties to the Arab world as well as the African 

continent. Though Islam has long been prevalent on the Is-
land, over time religion has crept into Zanzibari politics and 
woven itself  into social norms of  day-to-day life, particularly 
with regard to gender. For example, there is a widely held be-
lief  in Zanzibar that it is immoral for women to play soccer.

Megan Shutzer is a recent graduate from 
Stanford University's International Policy Studies program. 



The women of  the New Generation Queens do not share the 
belief  that playing football as a Muslim woman is immoral. 
They are leading a new wave of  Muslimah football on the island, 
transforming long-held ideas about women, Islam, and sports. 
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These women face criticism from their community for wear-
ing shorts, competing against men, and playing in front 
of  male spectators. Though many of  the players were ini-
tially forbidden to participate by their families, and oth-
ers have been pressured by their husbands to give up the 
sport once married, the New Generation Queens have slow-
ly shifted perceptions about women’s soccer on the island. 
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Their love of  sport outweighs the hardships of  participat-
QVO�� IVL� \PMa� IZM� ÅMZKMTa� KWUUQ\\ML� \W� [PIZQVO� \PMQZ� XI[-
sion with others. The players aim to show their commu-
nity that they can be strongly committed to both sport 
IVL� ZMTQOQWV�� <PM[M� ÅTU� [\QTT[� LMXQK\� \PI\� ^MZa� [aVMZOa��



Culled from a documentary currently in production—a col-
TIJWZI\QWV� JM\_MMV� ÅTUUISMZ[�� 3I\QM� <aOMTQ[SQ� IVL� 5M-
gan Shutzer, and players on the team—the selected stills 
capture the spirit of  these strong women at the forefront 
WN � I� UW^MUMV\� NWZ� I� UWZM� MY]Q\IJTM� IVL� QVKT][Q^M� _WZTL���
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?PQTM�I\�ÅZ[\�OTIVKM�_WUMV¼[� [WKKMZ�IXXMIZ[� \W�JM�IV�]V][]-
al policy issue, there are policy implications for school pro-
grams and ministry of  sports funding. In the past six months 
alone, three new women’s teams have formed, and under the 
leadership of  Nasra Mohammed, assistant coach to Tanza-

nia’s national women’s football team, the sport is being intro-
duced to girls in thirty schools across Zanzibar. On an island 
where many women are relegated to cooking, cleaning and 
KPQTLKIZM� ZWTM[�� [XWZ\[� WٺMZ� JW\P� XPa[QKIT� IVL� [WKQW�K]T\]ZIT�
JMVMÅ\[�\PI\�QVKZMI[M�KWVÅLMVKM�IVL�KIV�MVKW]ZIOM�_WUMV�\W�
imagine themselves as actors with agency over their own lives. 
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The Weakness Fallacy

Stanford International Policy Review
Vol. 1 | Issue 1 | Spring 2014

#Z�.JDIBFM�"��(PMEmFO

5QKPIMT� )��/WTLÅMV� Q[� IV�5�)�� KIVLQLI\M� QV� 1V\MZVI\QWVIT� 8WTQKa� ;\]LQM[� I\� ;\IVNWZL�
University

Throughout the recent period of  unrest in Ukraine, 
commentators have jumped at the opportunity to blast 
the Obama administration for its “weak” response to 

Russian aggression. Charles Krauthammer called President 
Obama’s policy “toothless.” Sarah Palin observed that where-
as Vladimir Putin is seen as someone who “wrestles bears,” 
Obama is seen as someone wears “mom jeans.”  Even more 
measured critics, like Leslie Gelb, have argued that U.S. policy 
is missing “credible force,” which would not only send a stron-
ger message to Moscow, but to Pyongyang and Beijing as well. 
So are the naysayers right? Are the bad guys taking advantage 
of  U.S. weakness? Will America’s allies start looking for new 
friends, fearing that Washington is no longer a credible partner?

In short: No. 

Putin didn’t decide to annex Crimea because Obama is too 
weak to use force. Between the intervention in Libya, the 
surge in Afghanistan, and drone strikes in Pakistan and Ye-
men, only a very selective memory could lead one to con-
clude that Obama lacks the spine to use his military. No, 
Moscow didn’t capitalize on U.S. weakness. It capitalized on 
an asymmetry of  interest. 
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Crimea is strategically and culturally important for Russia. 
For the U.S., not so much. Even with the United States’ vast-
ly superior military, it would be costly to defend Crimea from 
Russian aggression. So when it looked like Putin might lose 

PQ[�QVÆ]MVKM�QV�3QM �̂�PM�
took a risk in annexing 
Crimea not because the 
Obama administration 
is too weak to use force, 
but because he cor-
rectly bet that the U.S. 
wouldn’t be willing to 
QVK]Z�[QOVQÅKIV\�KW[\[�\W�

militarily defend a peninsula of  little interest. As former Secre-
tary of  Defense Robert Gates recently said about the situation 
in Crimea, “there is no real military option.” 

But without a stronger response, won’t allies in Asia start to 
Y]M[\QWV�=�;��KZMLQJQTQ\a'�

Countries like Japan or the Philippines might see it this way. 
If  the U.S. isn’t willing to use force to prevent Russian irreden-
tism, why should they expect the U.S. to defend them against 
Chinese irredentism? Then again, Ukraine isn’t a treaty ally 
of  the United States. Washington may prefer that other coun-
tries respect its territorial sovereignty, but the U.S. isn’t bound 
to defend Ukraine against external aggression. If  the Obama 
administration had been “toothless” in response to a Russian 
invasion of  a NATO member, treaty allies in Asia would have 
much more cause for concern. 

Russia didn’t capital-
ize on U.S. weakness. 
It capitalized on an 
asymmetry of  interest. 



SIPR Spring 2014  |  34

To the contrary, the Obama administration’s refusal to use or 
\PZMI\MV�NWZKM�W^MZ�+ZQUMI�UIa�[QUXTa�ZMÆMK\�Q\[�KWUUQ\UMV\�
to the Asian pivot. In the context of  China’s rise, the Obama 
administration’s response to the annexation of  Crimea could 
JM�[MMV�I[�IV�MٺWZ\�\W�KWV[MZ^M�ZM[W]ZKM[�NWZ�)[QI�8IKQÅK��
where American economic and strategic interests are greater. 
In this way, both friends and foes in Asia might actually see the 
U.S. as more credible. 

So does the U.S. need to demonstrate its resolve in Europe to 
reassure allies in Asia? Does it need to use force against Rus-
sia to deter China or North Korea? No. With deft diplomacy, 
Washington can simply remind decision-makers in Asia that, in 
contrast Crimea, the U.S. has vital interests in the region and is 
willing to defend them militarily. In fact, with many U.S. allies 
in Asia spending just 1-2 percent of  GDP on defense, perhaps 
they should be seeking to reassure Washington.  



North Korean Defectors in China: Ille-

gal Economic Migrants or Refugees?

Stanford International Policy Review
Vol. 1 | Issue 1 | Spring 2014

By Yu Bin Kim

A]�*QV�3QU�Q[�IV�5�)��KIVLQLI\M�I\�;\IVNWZL�=VQ^MZ[Q\a�IٻTQI\ML�_Q\P�\PM�+MV\MZ�NWZ�-I[\�
Asian Studies.

Throughout the 2012 South Korean presidential elec-
tion campaign, Park Geun-hye emphasized not only 
the denuclearization of  the Korean Peninsula, but 

IT[W� \PM� XZWJTMU�WN �6WZ\P�3WZMIV� ZMN]OMM[� QV�+PQVI��)�ÅZ[\�
step to dealing with this issue would be pushing Beijing to con-
sider North Koreans who cross the border into China as ref-
ugees, not  as economic migrants. This distinction, based on 
the 1951 Refugee Convention, is important because it would 
UISM� Q\� QTTMOIT� NWZ� +PQVI� \W� ZMXI\ZQI\M� \PW[M� ÆMMQVO� PIZ[P�
conditions in North Korea. To encourage Chinese com-
pliance, Seoul should emphasize its willingness to accept 
North Korean refugees as South Korean citizens on-arrival. 

In the early 1990s, the following two events exacerbated an 
already stagnant North Korean economy: the fall of  the Sovi-
M\�=VQWV�IVL�ÆWWL�LQ[I[\MZ[���?Q\P�\PM�_Q\PLZI_IT�WN �;W^QM\�
ÅVIVKQIT�I[[Q[\IVKM��\PM�JI[QK�[MZ^QKM[�XZW^QLML�Ja�\PM�6WZ\P�

The Refugee Problem
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Korean government to its citizens rapidly collapsed.  Moreover, 
L]M�\W�QVMٻKQMV\�IVL�ÆWWL�LIUIOML�IOZQK]T\]ZIT�XZWL]K\QWV��
V]UMZW][�6WZ\P�3WZMIV�KQ\QbMV[�[]ٺMZML�[M^MZMTa�NZWU�JW\P�
hunger and malnutrition.  Since then, often forced by these 
harsh living conditions and a dearth of  economic opportuni-
ties, North Koreans have begun to cross the border into China 
in search of  not only food, but refuge.  Currently, it is estimated 
that there are approximately 30,000 to 50,000 North Korean 
refugees in China.1  As long as North Korea remains either 
diplomatically or economically isolated, the number of  North 
Korean citizens crossing the border into China is expected to 
increase.  Unfortunately, the problem is that the Chinese gov-
ernment does not provide any form of  internationally man-
dated protection, including the most minimal form known as 
“temporary protection,” for these vulnerable North Koreans.  
Meanwhile, international pressure to urge China on this matter 
has been lacking.2  For South Korea and the rest of  the inter-
national community, the immediate challenge will be to form a 
cohesive argument in order to facilitate China’s recognition of  
its indirect role in human rights violations.

Through the 1951 Refugee Convention and its 1967 Protocol, 
\PM�QV\MZVI\QWVIT�KWUU]VQ\a�KWVÅZUML�\PM�]VQ^MZ[IT�LMÅVQ\QWV�
of  a refugee.  According to the United Nations High Commis-
sioner for Refugees (UNHCR), a refugee is someone who:

<PM�,MÅVQ\QWV�IVL�:QOP\[�WN �I�:MN]OMM

…owing to a well-founded fear of  being persecuted 
for reasons of  race, religion, nationality, membership 
of  a particular social group or political opinion, is 
outside the country of  his nationality, and is unable 
to, or owing to such fear, is unwilling to avail himself  
of  the protection of  that country.3
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Therefore, all of  the 145 signatory countries are obligated to 
XZW\MK\�\PW[M�_PW�[I\Q[Na�\PQ[�LMÅVQ\QWV���)\�\PQ[�XWQV\��Q\�Q[�QU-
portant to note that both South Korea and China are signatory 
countries, also known as “contracting states,” to the 1951 Refu-
gee Convention and its 1967 Protocol.

While protecting refugees, signatory states must adhere to the 
non-refoulement principle.  Simply put, this non-refoulement prin-
ciple prohibits all signatories from repatriating those who meet 
\PM�ZMN]OMM�LMÅVQ\QWV��M[XMKQITTa�IOIQV[\�\PMQZ�_QTT���?Q\PW]\�I�
doubt, it is the most important mechanism for refugee protec-
tion. The non-refoulement principle is stated explicitly in Arti-
cle 33 of  the Convention: 

In order to preserve state sovereignty, however, “contracting 
states” reserve the right to reject the principle of  non-re-
foulement under certain circumstances.  For instance, if  either 
incoming or residing refugees pose a grave security threat, 
signatory countries may repatriate them.  In the same manner, 
signatories can deny the right of  non-refoulement to refugees 
who “had been convicted of  a ‘particularly serious crime’ in 
their country of  origin.”  Many ordinary North Korean cit-
izens who cross the border into China belong to either the 
“wavering” or the “hostile” songbun class under the country’s 
rigid caste system.5  The Pyongyang leadership’s perception of  
loyalty determines each individual’s respective songbun status.  

No Contracting State shall expel or return (‘re-
fouler’) a refugee in any manner whatsoever to 
the frontiers of  territories where his life or free-
dom would be threatened on account of  his race, 
religion, nationality, membership of  a particular 
social group or political opinion.4



SIPR Spring 2014  |  38

(Here, being loyal means providing unconditional support for 
and holding political views that are acceptable to the regime.)  
Unlike the small minority forming the “core” class, which is at 
the top of  the hierarchy, those in the “wavering” and “hostile” 
classes often face severe economic and political discrimination.6  
Since North Korea deliberately utilizes this songbun system as 
a tool for not only controlling but surveilling its own society, 
people in the “wavering” and “hostile” classes must be seen as 
holding “membership of  a particular social group or political 
opinion.” This makes them refugees, not illegal economic mi-
grants.

The concept of  refugees sur place complements the 1951 Refu-
gee Convention and its 1967 Protocol in an important way.  
<PM�=60+:�LMÅVM[�refugees sur place as people who become 
refugees “at a later date.”  In other words, if  the possibility of  
persecution upon repatriation causes genuine and valid fear 
regardless of  their initial status upon leaving their country, 
\PM[M�XMWXTM�UMM\�\PM�LMÅVQ\QWV�WN �ZMN]OMM[�[]Z�XTIKM���1VLMML��
it is important to note that both refugees sur place and refugees 
IZM�KWV[QLMZML�\PM�[IUM�Ja�QV\MZVI\QWVIT�TI_���+WV[MY]MV\Ta��I[�
conventional refugees, these refugees sur place are also safeguard-
ed by the principle of  non-refoulement.  In regards to North 
Korean refugees in China, the High Commissioner for Ref-
ugees, Antonio Guterres, emphasized the importance of  this 
particular concept to the Chinese government back in 2006.7

The Chinese government argues that North Korean citizens 
who cross the border into China are illegal economic migrants, 
not refugees.8��1V�NIK\��\PM�5QVQ[\Za�WN �.WZMQOV�)ٺIQZ[��57.)��

)�,MÅVQ\QWV�7XMV�\W�1V\MZXZM\I\QWV'
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emphasizes the initial motive of  these North Koreans for cross-
ing the border.  According to the MOFA, they cross the border 
not in fear of  persecution, but in search of  food and economic 
WXXWZ\]VQ\QM[#�\P][��QV�\PQ[�[MV[M��\PMa�LW�VW\�[I\Q[Na�\PM�LMÅVQ-
tion of  a refugee.  Moreover, the Chinese government argues 
\PI\�\PM�KWV[\IV\�QVÆ]`�WN �6WZ\P�3WZMIV[�KWV[\Q\]\M[�I�OZI^M�
security threat to the country because it erodes social stability.  
On this basis, especially in the name of  state sovereignty, Chi-
na claims that it has the right to repatriate North Koreans as 
I�KW]V\MZUMI[]ZM���4I[\Ta��\PM�+PQVM[M�OW^MZVUMV\�NZMY]MV\Ta�
mentions the importance of  staying committed to a bilateral 
agreement, also known as the “Mutual Cooperation Proto-
col for the Work of  Maintaining National Security and Social 
Order and the Border Areas,” that it signed with North Korea 

back in 1986.  Under 
this agreement, both 
China and North Korea 
IZM�ZMY]QZML�\W�XZM^MV\�
illegal border crossings.9  
It is important to note 
that the North Korean 
government consid-
ers every illegal border 

crossing a treason punishable by death, which gives China 
another reason to repatriate North Korean citizens on the 
basis of  the following statement: they “had been convicted of  
a ‘particularly serious crime’ in their country of  origin.”  Sim-
ply put, China views its repatriation of  North Korean “illegal 
economic migrants” as its legal obligation under its agreement 
with North Korea.  At the same time, by forcibly repatriating 
North Korean refugees China aims to maintain amicable re-
TI\QWV[�_Q\P�8aWVOaIVO�IVL�M`XIVL�_PI\M^MZ�QVÆ]MVKM�Q\�PI[�

By forcibly repatriating  
refugees, China aims to 
maintain and expand its 
QVÆ]MVKM�QV�8aWVOaIVO��
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over North Korea.10

The South Korean government does not accept China’s posi-
tion regarding North Korean refugees.  Rather, the Seoul views 
China’s behavior as a violation of  the refugees sur place concept 
accredited by the international community and the UNHCR.  
=VTQSM�+PQVI��;W]\P�3WZMI�ÅZUTa�JMTQM^M[�\PI\�6WZ\P�3WZMIV[�
who cross the border into China must be considered refugees, 
not illegal economic migrants. While the Chinese have been 
reluctant to accept Seoul’s viewpoint, there are ways of  bolster-
ing South Korea’s position. 

China’s argument with regard to the initial motive of  North 
Koreans crossing the border can be countered in two ways.  
First, China is violating the concept of  refugees sur place, which 
plays a key role complementing the 1951 Refugee Convention 
and its 1967 Protocol.  According to this particular concept, 
many, if  not all North Korean citizens in China become ref-
ugees “at a later date” due to their fear of  persecution upon 
repatriation.  If  their fear is credible, it overrides their initial in-
tentions for leaving their country.  As mentioned before, illegal 
border crossing is considered treason in North Korea.  Accord-
ingly, it can be punishable by not only forced labor, but also 
death.  Indeed, these measures are extreme and neglect hu-
man rights.  By violating the refugees sur place concept, China is 
also violating the principle of  non-refoulement, especially as a 
signatory country to the Convention and its Protocol.  Second, 
North Korea is the world’s most isolated country with marginal 
MKWVWUQK�OZW_\P���?Q\PW]\�I�LW]J\��Q\�Q[�M`\ZMUMTa�LQٻK]T\�NWZ�
ordinary North Korean people to even make a minimal living 

Taking Action



SIPR Spring 2014  |  41

within their country.  Arguably, these North Koreans are perse-
cuted economically due to their fear of  starvation.  Given the 
North Korean government’s inability to provide even basic, 
necessary services and its exclusive control over the public dis-
tribution system (PDS), which operates on the basis of  the song-
bun system, those in the “wavering” and “hostile” classes often 
fall victims to the lack of  access to food and material supplies, 
especially in times of  economic hardship.11  In this context, 
their continuous economic deprivation must be considered tan-
tamount to political persecution.  Through this interpretation,  
North Koreans should be legally considered refugees even 
upon their initial entry to China.  Finally, China’s commitment 
to its bilateral agreement with North Korea can be challenged 
by its earlier commitment to the Convention and its Protocol.

;W]\P�3WZMI�[PW]TL�VW\�KPWW[M�¹Y]QM\�LQXTWUIKaº�NWZ�PIV-
LTQVO�\PQ[�Q[[]M�_Q\P�+PQVI���?PQTM�UW^QVO�I_Ia�NZWU�¹Y]QM\�
diplomacy,” Seoul can 
focus on publicizing to 
the international com-
munity the fact that 
South Korea accepts 
North Korean refu-
gees as citizens upon 
arrival.  Concurrently, 
Seoul should provide 
China with another option: sending detained North Korean 
refugees to South Korea rather than North Korea.  Showing 
;W]\P�3WZMI¼[�_QTTQVOVM[[�IVL�MٺWZ\[�\W�ZM[WT^M�\PM�6WZ\P�3W-
rean refugee issue will not only garner international support, 
but will also encourage other countries to increase internation-
al pressure upon North Korea and China.  However, other 

Seoul should provide 
China with another 
option: sending refu-
gees to South Korea.
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countries accepting North Korean refugees as residents, if  not 
citizens, remains to be seen.  Most importantly, by providing 
China with an alternative destination for North Korean refu-
gees, South Korea’s actions will undermine China’s argument 
\PI\�\PM�KWV[\IV\�QVÆ]`�WN �6WZ\P�3WZMIV[�KWV[\Q\]\M[�I�OZI^M�
security threat to the country.  Finally, in cooperation with the 
international community, Seoul should push China to open its 
border areas with North Korea for inspection by the UNHCR.  
Granting access to the border areas will help the UNHCR and 
other organizations gather valuable information about North 
Korean refugees and their situation.12

���:PWLI�5IZOM[[WV��-UUI�+PIVTM\\�)^MZa��IVL�)VLWZZI�*Z]VW��6WZ\P�3WZMIV�:MN]OMM[�QV�+PQVI�IVL�
0]UIV�:QOP\[�1[[]M["�1V\MZVI\QWVIT�:M[XWV[M�IVL�=�;��8WTQKa�7X\QWV[��+:;�:MXWZ\�:4��� !��?I[PQVO\WV��
,+"�4QJZIZa�WN �+WVOZM[[��+WVOZM[[QWVIT�:M[MIZKP�;MZ^QKM��;MX\MUJMZ�����������
����*ZaIV�3Ia��¹)�6WZ\P�3WZMIV�:MN]OMM�,QTMUUI�º�<PM�,QXTWUI\��5IZKP� �������
���=VQ\ML�6I\QWV[�+WV^MV\QWV�:MTI\QVO�\W�\PM�;\I\][�WN �:MN]OMM[��� �2]Ta��!����� !�=6<;����#�=VQ\ML�
6I\QWV[�8ZW\WKWT�:MTI\QVO�\W�\PM�;\I\][�WN �:MN]OMM[�����2IV]IZa��!��������=6<;��!��
4. Ibid.
���:WJMZ\I�+WPMV��¹+PQVI¼[�:MXI\ZQI\QWV�WN �6WZ\P�3WZMIV�:MN]OMM[�º�*ZWWSQVO[��5IZKP���������
���1JQL�
����1JQL�
 ��*ZaIV�3Ia��¹)�6WZ\P�3WZMIV�:MN]OMM�,QTMUUI�º�<PM�,QXTWUI\��5IZKP� �������
!��:WJMZ\I�+WPMV��¹+PQVI¼[�:MXI\ZQI\QWV�WN �6WZ\P�3WZMIV�:MN]OMM[�º�*ZWWSQVO[��5IZKP���������
����3IQ\TQV�*Z][P��¹5QOZIV\�?WZSMZ[�WZ�:MN]OMM['�+PQVI¼[�7JTQOI\QWV[�\W�6WZ\P�3WZMIV�,MNMK\WZ[�º�0]UIV�
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On February 24, 2014, an issue of  TIME magazine 
hit newsstands featuring a picture of  Mexican Pres-
QLMV\�-VZQY]M�8M}I�6QM\W�_Q\P� \PM� KIX\QWV�� 
;I^QVO�

5M`QKW�
� <PQ[� Q[[]M� KQZK]TI\ML� I\� I� LMTQKI\M� \QUM� NWZ�5M`QKW�
as the security situation continues to deteriorate, despite re-
cent progress in targeting and arresting high value individuals 
�0>1[�� []KP� I[� 2WIY]yV�)ZKPQ^ITLW� ¹-T�+PIXWº�/]bUnV�4W-
era, leader of  the Sinaloa Cartel. Notwithstanding these lim-
ited HVI targeting successes,1 the overall narrative in Mexi-
co seems to be one of  increasing lawlessness.  The inability 
of  the government to provide security and governance in the 
NIKM�WN � \PM�UW]V\QVO� \PZMI\[�IVL�^QWTMVKM� NZWU�LZ]O� \ZIٻKS-
ing organizations that operate with impunity has lead some, 
like author John Robb, to classify Mexico as a “hollow state.” 2

8M}I�6QM\W¼[�NIQT]ZM�\W�ILLZM[[�[MK]ZQ\a�KWVKMZV[�PI[�IT[W�OQ^MV�
rise to armed civil self  defense groups known as autodefensas 
QV�\PM�IOZIZQIV�[W]\P_M[\MZV�[\I\M�WN �5QKPWIKnV�3 where kid-
nappings reached record levels in 2013 and murders climbed 
to a 15-year high.4   



SIPR Spring 2014  |  44

This article aims to characterize the recent emergence and 
TMOITQbI\QWV�WN �I]\WLMNMV[I[�QV�5QKPWIKnV�IVL�[]J[MY]MV\Ta�
draw brief  comparisons between government-backed paramil-
itary groups in Colombia known collectively as CONVIVIR5 
that operated in the 1990s, in order to better understand the 
common impetuses behind such movements as well as the rel-
ative utility and peril associated with government sanction of  
such groups. 

7V�2IV]IZa�����������\PM�5M`QKIV�OW^MZVUMV\�MٺMK\Q^MTa�TM-
galized autodefensas operating in the southern state of  Micho-
IKnV�IN\MZ�QVQ\QITTa�WXXW[QVO�\PMQZ�M`Q[\MVKM�IVL�M^MV�UW]V\QVO�
UQTQ\IZa�WٺMV[M[�IOIQV[\�\PMU�R][\�\_W�_MMS[�MIZTQMZ��<PM[M�
armed civil self-defense 
groups, which began to 
NWZU�QV�5QKPWIKnV�I[�MIZ-
ly as February 2013, have 
since been incorporated 
as part of  a Rural Defense 
Corps under the nominal 
control of  the Mexican 
Army.6  The decision to 
place them under feder-
al control stems from the 
increased role the military 
has been charged with 
in combating cartel violence, as state and municipal security 
forces and judges have demonstrated susceptibility to corrup-
\QWV�IVL�M`\WZ\QWV�Ja�LZ]O�\ZIٻKSQVO�WZOIVQbI\QWV[��,<7[����

Rural Defense Corps: A movement born in 
the wake of  deteriorating security

Armed  civil defense 
groups have taken it 
upon themselves to 
KW]V\MZ� \PM� QVÆ]MVKM�
of  the brutal cult-like 
drug cartel known as the    
Caballeros Templarios.
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0W_M^MZ��ITTWKI\QVO�NMLMZIT�NWZKM[�[XMKQÅKITTa�\W�\PM�[\I\M�WN �
5QKPWIKnV�]VLMZ�\PQ[�¹UQTQ\IZQbI\QWV�WN �X]JTQK�[MK]ZQ\aº7 mod-
el had not been a top priority for Mexico City since Operativo 
+WVR]V\W�5QKPWIKnV��\PM�QVQ\QIT�LMXTWaUMV\�WN �NMLMZIT�\ZWWX[�
in the drug war. Until now, the government had focused its 
MٺWZ\[�QV�UWZM�^Q[QJTM�TWKI\QWV[�TQSM�VWZ\PMZV�JWZLMZ�\W_V[�
[]KP�I[�2]IZMb�^QKM�Z]ZIT�[\I\M[�TQSM�5QKPWIKnV��<W�KWUJI\�\PQ[�
perceived neglect from the federal government, armed civil de-
NMV[M�OZW]X[�PI^M�\ISMV�Q\�]XWV�\PMU[MT^M[�\W�ÅTT�\PM�^WQL�IVL�
KW]V\MZ�\PM�QVÆ]MVKM�WN �\PM�JZ]\IT�K]T\�TQSM�LZ]O�KIZ\MT�SVW_V�
as the Caballeros Templarios (Knights Templar), a splinter 
OZW]X�WN �\PM�VW_�LMN]VK\�4I�.IUQTQI�5QKPWIKnVI��5QKPWIKnV�
Family) cartel. 

The plight of  the autodefensas is compelling in light of  the 
widespread destabilizing violence throughout the region—
_PQKP�\PM�OW^MZVUMV\�PI[�JMMV�TIZOMTa�QVMٺMK\Q^M�I\�KWUJI\-
ing since the “war on drugs” began in 2006 under the presi-
LMVKa�WN �5QKPWIKnV�VI\Q^M��.MTQXM�+ITLMZWV��)XXZW`QUI\MTa�
80,000 people have died and another 20,000 have disappeared 
in Mexico since 2006.8 In the agricultural lowlands of  Micho-
IKnV��\PM�[MTN�LMNMV[M�OZW]X[�XZM[MV\�\PMU[MT^M[�I[�OZI[[ZWW\[�
organizations and are comprised of  about 5,000 citizens fed up 
_Q\P�^QWTMVKM�IVL�M`\WZ\QWV���5QKPWIKnV�Q[�\PM�_WZTL¼[�TMILQVO�
producer of  avocados, accounting for over half  of  the world’s 
market. The Templarios have been able to successfully extort 
large payments from farmers of  this fruit, commonly called oro 
verde or “green gold” because it yields the highest returns of  
almost any other cash crop, including marijuana.9 The region 
also boasts sizable lemon and lime farms, is a large steelmaking 
KMV\MZ��IVL�Q[�PWUM�\W�\PM�J][a�[\ZI\MOQK�LMMX_I\MZ�8IKQÅK�XWZ\�
WN �4nbIZW�+nZLMVI[��<PM�XWZ\�Q[�IT[W�I�UIRWZ�XWQV\�WN �M`-



SIPR Spring 2014  |  46

change for raw chemical precursors from Asia used in manu-
facturing methamphetamines like “Crystal Meth” in Mexican 
laboratories for sale in U.S. markets. 

In November 2013, the Mexican Navy had to take over the 
port after it was discovered that the Knights Templar, in de 
facto control of  the facility, were illegally exporting large 
Y]IV\Q\QM[�WN �QTTMOITTa�XZWK]ZML�QZWV�WZM�\W�+PQVI�10 The cartel 
Q[�SVW_V�NWZ�Q\[�LQ^MZ[QÅKI\QWV�QV�MKWVWUQK�IK\Q^Q\QM[¸LZ]O�
\ZIٻKSQVO��XZW[\Q\]\QWV��M`\WZ\QWV��IVL�VW_�[U]OOTQVO�WN �ZI_�
materials.  According to Financial Times, the Knights Tem-
plar smuggled 272,000 tons of  iron ore last year—44 percent 
of  the ore produced in the entire country.11 As recently as 
March 5, 2014, The New York Times reported that “More 
than 400 federal police agents and military personnel raided 
���PWTLQVO�IVL�[]XXTa�aIZL[�QV�5QKPWIKnV��[MQbQVO���!�����
tons of  minerals at the port and 124 pieces of  heavy machin-
ery.”12��<PM�^IT]M�WN �\PM�KWVÅ[KI\ML�UI\MZQIT�_I[�M[\QUI\ML�I\�
$15.4M.13 This development is another embarrassing incident 
for the Mexican government and demonstrates its inability to 
govern and control much of  the territory outside the federal 
district.

<PM�PMIL�WN �\PM�I]\WLMNMV[I[�KW]VKQT��,Z��2W[u�5IV]MT�5QZM-
les, a medical doctor who resided in Modesto, California for 
ten years and regularly volunteered for the Red Cross, says 
\PI\�UW[\�KQ\QbMV[�\WTMZI\ML�\PM�ÅVIVKQIT�M`\WZ\QWV�J]\�\PI\�\PM�
situation changed “when the cartel began breaking into peo-
ple's houses and began raping women.”14 A January 17, 2014, 
XZM[[�[\I\MUMV\�NZWU�\PM�;MTN�,MNMV[M�+W]VKQT�WN �)Y]QTI��5Q-
KPWIKnV�QVLQKI\M[�\PI\�I[�\PM�[\I\M�IVL�U]VQKQXIT�OW^MZVUMV\[�
have failed to rectify security concerns—killings, kidnapping, 
ZIXM��IVL�M`\WZ\QWV¸\PM�XMWXTM�WN �5QKPWIKnV�QV\MVL�\W�\ISM�
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matters into their own hands in order to defend their families 
and livelihood:

Some laud the autodefensas as heroes for their determina-
tion in standing up and taking the law into their own hands in 
\PM�NIKM�WN �PWZZQÅK�KIZ\MT�^QWTMVKM�IVL�OW^MZVUMV\�QVIK\QWV��
after all Mexico does have what some call a “rebellious con-
sciousness” that dates back to the Revolution of  1910.16  On 
the whole, however, this trend is a worrisome indicator that 
\PM�X]JTQK�QV�5QKPWIKnV�PI[�M`XMZQMVKML�I�KWUXTM\M�TW[[�WN �
NIQ\P�QV�OW^MZVUMV\¼[�IJQTQ\a�\W�XZW^QLM�[MK]ZQ\a��7ٻKQITTa�MV-
franchising these groups further deteriorates public faith in the 
ability of  the state to govern its own territory as it suggests the 
state’s own recognition of  this inability. Sergio Sarmiento, a 
columnist with the Mexican newspaper, La Reforma, criticized 
Mexican lawmakers for ceding the state’s monopoly on the use 
WN �NWZKM��
[WUM\PQVO�\PM�[\I\M�VM^MZ�[PW]TL�PI^M�TW[\�
17  
-IZTQMZ�\PQ[�aMIZ��KQ\QVO�I�TW[[�WN �KWVÅLMVKM�QV�\PM�MTMK\ML�OW^-
MZVWZ�WN �5QKPWIKnV¼[�IJQTQ\a�\W�XZW^QLM�[MK]ZQ\a�NWZ�PQ[�XMWXTM��
8M}I�6QM\W�IXXWQV\ML�)TNZMLW�+I[\QTTW�I[�IV�MV^Wa�\W�\ISM�
KPIZOM�WN �5QKPWIKnV¼[�[MK]ZQ\a��1V�I�ZILQW�QV\MZ^QM_��+I[\QTTW�
warned that the autodefensas could eventually abuse their new 

<WLIa��\PM�ZM[QLMV\[�WN �\PM�U]VQKQXIT�[MI\�WN �)Y-
uila, tired of  the extortions, rapes, killings, kid-
nappings and all sorts of  criminal acts commit-
ted by the Knights Templar; given the complete 
abandonment of  the citizenry by the municipal 
and state governments who for 12 years did not 
provide the security needed for our people to 
PI^M�I�XMIKMN]T�IVL�LQOVQÅML�TQNM#�_M�PI^M�LM-
cided to organize our self-defense group in order 
to expel organized crime from our town, and we 
invite the rest of  the people of  the municipality 
to rise up against crime, so they never again feel 
fear or pay protection fees.15
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power: “You can start with a genuine cause, but when you start 
taking control, making decisions and feeling authority . . . you 
run the risk of  getting to that point.”18  However, in their early 
media campaign, the group insists that they have no such aims. 
-[\IVQ[TIW�*MT\ZnV��I�TMUWV�NIZUMZ�\]ZVML�[MTN�LMNMV[M�OZW]X�
leader has said, “We have no interest in weapons. We want 
them to put an end to this organized crime and we’ll go back 
to our work.”19 However, perhaps his later comments provide 
indications that the group is already having second thoughts 
about working within the framework of  the Army-supervised 
Rural Defense Corps: “The fact that we’ve made a deal with 
the government doesn’t mean we are going to be tied down. 
1N �_M�[MM�Q\¼[�JMVMÅKQIT�IVL�IL^IVKM[�\PM�[\Z]OOTM��ITT�ZQOP\��1N �
VW\��_M�TT�PI^M�\W�ÅVL�IVW\PMZ�IT\MZVI\Q^M�º20 The attitude re-
ÆMK\ML�QV�\PM[M�KWUUMV\[�Q[�\ZW]JTQVO�\W�UIVa�[KPWTIZ[�IVL�
P]UIV�ZQOP\[�_I\KPLWO[��I[�W\PMZ�Y]I[Q�UQTQ\IZa�OZW]X[�IK\Q^M�
in the region eventually threatened the very security of  those 
they originally intended to protect—such as those in Colombia, 
Guatemala, and El Salvador.21

Enfranchising the autodefensas in the Rural Defense Corps 
UQOP\�[MMU�I�XMZXTM`QVO�XWTQ\QKIT�UW^M�NWZ�8M}I�6QM\W��M[-
XMKQITTa�OQ^MV�*MT\ZnV¼[�QVÆIUUI\WZa�ZMUIZS[�ZMOIZLQVO�\PM�
group’s unwillingness to cooperate unconditionally with au-
thorities.  However, analyzed in context of  the current admin-
istration, the decision seems consistent with strategy norms of  
8M}I�6QM\W¼[�1V[\Q\]\QWVIT�:M^WT]\QWVIZa�8IZ\a��8:1���<PM�8:1�
dominated Mexico for over seventy years using a variety of  tac-
tics to keep their stronghold over the political landscape from 
1929-2007, including co-opting potential threats.22  Federico 
Estevez, a political scientist at the Autonomous Technological 
Institute of  Mexico has said of  the governmental policy re-
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OIZLQVO�\PM�I]\WLMNMV[I[��
<PQ[�Q[�\PMQZ�_Ia�WN �IKKWUUWLI\QVO�
dissent and taming it. This is the old PRI, the old Mexico. Why 
didn't they go in and disarm them? That's not the way the PRI 
works.”  In addition, the government may recognize the auto-
LMNMV[I[�I[�I�XW\MV\QITTa�KW[\�MٺMK\Q^M�\WWT�QV�LQ[Z]X\QVO�WZ�I\�
least destabilizing the Templarios—a multi-pronged approach, 
of  sorts.  In addition to municipal, state, and federal forces 
along with rival cartels, autodefensas represent one more force 
to be reckoned with for the Knights Templar, complicating 
their ability to operate in the region.

The issue of  public 
relations may also shed 
some light on why the 
government ultimately 
decided to incorporate 
rather than dismantle 
these civil self-defense 
groups. According to 
a Los Angeles Times 
piece by Fausset, Rich-
ard and Cecilia San-
chez, “Government 
WٻKQIT[�IT[W�UIa�PI^M�JMMV�_IZa�WN �KZ][PQVO�\PM�^QOQTIV\M[�
for public relations reasons, given the echoes of  cherished 
rural uprisings dating to the Mexican Revolution.”23 Given the 
legacy of  the Arab Spring and recent and ongoing popular 
protests throughout Latin America, including Venezuela and 
Brazil, Mexico has chosen to co-opt and enfranchise rather 
than to oppose these groups at this time.  However, it is im-
portant to note that as of  yet, Mexican policy has been to cre-
ate an alliance and monitor the groups while abstaining from 

The rise of  autodefen-
sas in  Mexico is in many
ways an example of  the 
global trend toward pri-
vatization in the securi-
ty and military sphere. 
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LQZMK\�ÅVIVKQIT�[]XXWZ\�WZ�\ZIQVQVO¸WVM�WN �UIVa�LQٺMZMVKM[�
between Colombian policy toward paramilitary groups like 
CONVIVIR in the 1990s. The rise of  autodefensas in Mexico 
is in many ways an example of  the global trend toward pri-
vatization in the security and military sphere, a phenomenon 
Dr. Magdalena Defort calls the “privatization of  violence.” 24 It 
can be historically traced back to the age of  privateering and is 
increasingly visible in Latin America in the 20th century.  This 
trend is perhaps most notable in the rise of  paramilitarism in 
Colombia where armed civil self-defense groups (like 

CONVIVIR and AUC25) morphed into violent armed groups 
ZM[XWV[QJTM�NWZ�[QOVQÅKIV\�P]UIV�ZQOP\[�IJ][M[�QV�\PM��!!�[�
and early 2000s. However, we must be cautious in drawing 
broad comparisons between the autodefensas and CONVIVIR 
OZW]X[�IVL�ZM[XMK\N]T�WN �\PM�LQٺMZMVKM[�JM\_MMV�\PM�V]IVKM�QV�
experiences of  violence in Colombia and Mexico. 

While serving as Secretary of  State, Hillary Clinton compared 
the security situations of  the two countries at an event in Wash-
ington hosted by the Council on Foreign Relations in Septem-
JMZ�WN ������Ja�ZMUIZSQVO��
C5M`QKW¼[E�TWWSQVO�UWZM�IVL�UWZM�
TQSM�+WTWUJQI�TWWSML����aMIZ[�IOW��_PMZM�\PM�VIZKW�\ZIٻKSMZ[�
controlled certain parts of  the country…These drug cartels are 
[PW_QVO�UWZM�IVL�UWZM�QVLQKM[�WN �QV[]ZOMVKQM[�
�)KKWZLQVO�
\W�\PM�**+��+TQV\WV¼[�[XMMKP�[QOVQÅM[�\PM�ÅZ[\�M`IUXTM�WN �I�
[MVQWZ�WٻKQIT�[]OOM[\QVO�\PM�¹+WTWUJQIVQbI\QWV�WN �5M`QKW�º�
a controversial but not preposterous theory often debated in 
academic circles.26 However, her speech drew strong criticism 
from the Mexican government as Calderon's national security 

<PM�+WTWUJQIVQbI\QWV�WN �5M`QKW'
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adviser, Alejandro Poire, reiterated Mexico’s sensitivity to the 
QLMI�_PMV�PM�ZM[XWVLML�\W�+TQV\WV¼[�KWUUMV\[�Ja�[IaQVO��
?M�
LW�VW\�[PIZM�\PM[M�ÅVLQVO[��I[�\PMZM�Q[�I�JQO�LQٺMZMVKM�JM\_MMV�
_PI\�+WTWUJQI�NIKML�IVL�_PI\�5M`QKW�Q[�NIKQVO�\WLIa�
27 Even 
President Obama felt compelled, according to the Washington 
Post, to contradict Clinton’s remarks with an interview in the 
Mexican Spanish-language newspaper La Opinion the day 
IN\MZ�[PM�UILM�\PMU"�
AW]�KIV�\�KWUXIZM�_PI\�Q[�PIXXMVQVO�QV�
5M`QKW�_Q\P�_PI\�PIXXMVML�QV�+WTWUJQI�
28  The reluctance 
of  the Mexican government to acknowledge similarities is 
perhaps less rooted in the validity of  the individual comparison 
and is more related to politics.  The collective memory of  the 
Mexican-American War still looms large in the country. Con-
[MY]MV\Ta��5M`QKIV[�IZM�KWV[Q[\MV\Ta�_MIZa�WN �\PM�XW\MV\QIT�NWZ�
U.S. intervention in Mexico as they observe intense U.S. in-
^WT^MUMV\�QV�\PM�+WTWUJQIV�KWVÆQK\�IVL�IZM�\PMZMNWZM�KI]\QW][�
about any comparisons, which, in their minds, could provide 
\PM�=�;��_Q\P�R][\QÅKI\QWV�NWZ�]V_MTKWUML�KWUUQ\UMV\�QV�
Mexico.

<PMZM�IZM��QVLMML��[QOVQÅKIV\�LQٺMZMVKM[�QV�\PM�5M`QKIV�IVL�
Colombian experiences; most notably that Mexico is not con-
NZWV\QVO�IV�QLMWTWOQKIT�IZUML�KWVÆQK\�IOIQV[\�I�XWTQ\KW�UQTQ\IZa�
insurgency like the FARC or ELN, but instead myriad and 
_IZZQVO�LZ]O�\ZIٻKSQVO�WZOIVQbI\QWV[��*W\P�KW]V\QM[��PW_M^MZ��
have in common the issue of  what Mexico security expert Juan 
Salgado calls the “incapacity of  the state to ensure security 
and procure justice.”29 Accordingly, perhaps we can extrapo-
TI\M�OMVMZIT�\ZMVL[�QV�WZLMZ�\W�XW[M�[WUM�XMZ\QVMV\�Y]M[\QWV[�
regarding the unfolding Mexican situation. Is it useful, given 
historical precedent, for the government to allow armed “ci-
vilians” to intervene where the state has clearly proven incom-
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petent?  Or, is it perhaps more likely that the “cure will end up 
being worse than the disease” by adding another belligerent 
IVL�N]Z\PMZ�KWUXTQKI\QVO�\PM�M^WT^QVO�KWVÆQK\�QV�5M`QKW¸OW^-
ernment vs. cartels vs. autodefensas—as it did in Colombia? 
;PW]TL�I�VI\QWV��QV�\PM�_WZL[�WN �[KPWTIZ�-Z]JQMT�<QZILW��ÅOP\�
“lawlessness with lawlessness?”30

The rise of  CONVIVIR in Colombia during the 1990s co-
incided with a surge in the power of  cartels and, more sig-
VQÅKIV\Ta��\PMQZ�ITTQM[�_Q\PQV�TMN\Q[\�O]MZZQTTI�UW^MUMV\[��1V�IV�
I\\MUX\�\W�K]ZJ�\PM�^QWTMVKM�IVL�QVÆ]MVKM�WN �TMN\Q[\�ZMJMT[��\PM�
OW^MZVUMV\�WٻKQITTa�ZM^Q^ML�Q\[�XIZIUQTQ\IZa�XZWOZIU�_PMV�QV�
1995 it approved legislation allowing for the creation of  CON-
>1>1:�OZW]X[��1V�\PM�_WZL[�WN �:MX��8IJTW�>QK\WZQI��
6WVM�WN �
us can fail to see that Colombia is losing this war. CONVIVIR 
is the best and cheapest way to defend citizens against guerrilla 
I\\IKS[�
31 His comments are consistent with Defort’s observa-
tions regarding the “privatization of  violence.” Paramilitary 
groups were legal in Colombia from 1965 until 1989 when 
\PM[M�ZQOP\�_QVO�OZW]X[�LM^WT^ML�QV\W�LMI\P�[Y]IL[32 and com-
mitted massive human rights abuses leading to their outlaw by 
the government. Unfortunately, the CONVIVIR experience 
_W]TL�]T\QUI\MTa�XZW^M�VW�LQٺMZMV\���

At peak strength, 529 CONVIVIR cells operated through-
W]\����WN ����+WTWUJQIV�LMXIZ\UMV\[��MY]Q^ITMV\�\W�[\I\M[�WZ�
provinces).33  However, active government support—funding 
and training—for these groups was short lived. Due to military 
complicity, CONVIVIR, like other paramilitary groups, en-
joyed virtual impunity in implementing heavy-handed tactics 
to root out leftist guerillas. This general attitude of  impunity 
with regard to paramilitaries is illustrated in a 1999 study by 
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\PM�7ٻKM�WN �\PM�)L^Q[WZ�NWZ�8MIKM�\PI\�[\I\M[��¹JM\_MMV��!!��
and 1997 the Colombian armed forces attacked guerrillas 
3,873 times and the paramilitaries six times.”34 In 1997, due 
to mounting complaints that CONVIVIR committed human 
rights violations in concert with illegal paramilitary groups, 
the Constitutional Court of  Colombia declared unconstitu-
tional the supply of  CONVIVIR and prohibited the use of  
their personnel as intelligence collectors.35  In the face of  this 
legislation, which essentially disbanded government-supported 
civil defense groups due to the fact that they used government 
resources to exploit and harm those they were charged with 
protecting, hundreds of  members seceded and joined the ille-
gal and more violent AUC paramilitary group. They brought 
_Q\P�\PMU�\PM�\ZIQVQVO�IVL�MY]QXUMV\�OQ^MV�\W�\PMU�Ja�\PM�
Colombian government. On September 10, 2011, AUC was 
designated a Foreign Terrorist Organization by the U.S. State 
Department due to the torture and mass killings undertaken by 
the group.36 The decision was welcomed by Colombian Interior 
Minister, Amando Estrada, who remarked that the “US deci-
[QWV�Q[�IKK]ZI\M�IVL�Q\�_W]TL�PI^M�I�XW[Q\Q^M�MٺMK\�WV�+WTWU-
bia's situation and peace process in the future.”37

By 1999, CONVIVIR was completely outlawed; however, by 
this time the number of  “paramilitaries,” or vigilante self-de-
fense groups, in Colombia had increased tenfold.38 According 
to a 2010 United Nations estimate, approximately 80% of  all 
casualties during Colombia's civil war were at the hands of  
paramilitary forces compared to 12% by leftist guerrillas, and 
8% by government forces.39 Similarly in 2005 Amnesty Interna-
tional reported, “The vast majority of  non-combat political-
ly-motivated killings, ‘disappearances,’ and cases of  torture 
have been carried out by army-backed paramilitaries.”40 Jour-
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nalist Juanita Darling captures the dilemma of  sanctioning 
armed civilian groups, “rather than being the decisive factor in 
[\WXXQVO�\PM�ÅOP\QVO��I[�\PMa�_MZM�UMIV\�\W�JM��\PM�+76>1-
VIR have further blurred the line between combatants and 
civilians in Colombia's 36-year civil war.”41 The government 
PIL�]V_Q\\QVOTa�\ZIQVML�IVL�MY]QXXML�QVLQ^QL]IT[�_PWU�\PMa�
would later battle.

The common denominator of  the government authoriz-
ing armed civil defense groups to act where government has 
failed—in both Mexico and Colombia—is troubling for ana-
lysts concerned with security trends and human rights in Latin 

America. Alejandro 
Hope, a security expert 
at the Mexican Institute 
for Competitiveness told 
the New York Times 
before the decision to 
legalize autodefensas, 
“The Mexican gov-
ernment has landed 
itself  in a ‘catch-22.’ 
If  soldiers continue to 
disarm the self-defense 
groups, the government 
will be accused of  being 

complicit with the Knights Templar, but if  it stops it will be 
accused of  protecting paramilitary groups.”42 Hence, Mexican 
WٻKQIT[�MTMK\ML�\W�JZQVO�\PM�I]\WLMNMV[I[�¹QV\W�\PM�NWTLº�I[�\PM�
lesser of  the two evils, recognizing their own inability to stamp 

Filling the void of  good governance

8M}I�6QM\W�PI[�PQ[�_WZS�
cut out for him in en-
suring security and 
“Saving Mexico.” Add-
ing another antagonis-
tic armed force to the 
MY]I\QWV� _W]TL� KMZ-
tainly be catastrophic.

Filling the Void of  Good Governance
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���;IU]MT�4WOIV��IV�M`XMZ\�WV�\ZIV[VI\QWVIT�KZQUM�I\�\PM�QV^M[\UMV\�IVL�ZQ[S�I[[M[[UMV\�ÅZU��;W]\PMZV�8]T[M��
PI[�JMTQ\\TML�\PM�QUXIK\�WN �[]KP�0>1�\IZOM\QVO�[]KKM[[M[�Ja�WٺMZQVO�\PM�NWTTW_QVO�QV�\PM�6M_�AWZS�<QUM[��¹1N �
\PM�+�-�7��WN �5K,WVITL¼[�_I[�IZZM[\ML�\WLIa��aW]�KW]TL�[\QTT�J]a�I�PIUJ]ZOMZ�QV�<WSaW�\WUWZZW_�º
<PWUX[WV��/QVOMZ�IVL�:IVLIT�+��)KPQJWTL��¹-T�+PIXW¼[�)ZZM[\�=VTQSMTa�\W�*ZMIS�5M`QKIV�+IZ\MT�º�<PM�
6M_�AWZS�<QUM[�����.MJ��������P\\X"��___�Va\QUM[�KWU������������_WZTL�IUMZQKI[�IZZM[\�]VTQSM-
ly-to-break-cartel.html
�����)KKWZLQVO�\W�:WJJ[��¹)�PWTTW_�[\I\M�Q[�LQٺMZMV\�NZWU�I�NIQTML�[\I\M�QV�\PI\�Q\�KWV\QV]M[�\W�M`Q[\�WV�\PM�QV\MZ-
VI\QWVIT�[\IOM���1\�PI[�ITT�\PM�[\IVLIZL�MLQÅKM[�WN �OW^MZVIVKM�IT\PW]OP�UW[\�IZM�PMI^QTa�KWZZ]X\ML�IVL�QV�\PZITT�
\W�OTWJIT�KWZXWZI\M�UWVQML�MTQ\M[���1\�KWV\QV]M[�\W�LMTQ^MZ�XWTQ\QKIT�OWWL[��ITJMQ\�\W�I�^I[\Ta�LQUQVQ[PML�OZW]X��
][]ITTa�IZW]VL�\PM�KIXQ\IT��IVL�UIQV\IQV[�I�UQTQ\IZa���.]Z\PMZ��QV�[MK\QWV[�WN �\PM�KW]V\Za��\PMZM�Q[�IV�IXXMIZIVKM�
WN �VWZUIT�TQNM�º�
:WJJ[��2WPV��¹0WTTW_�;\I\M[�^[��.IQTML�;\I\M[�º�?MJ�TWO�XW[\��/TWJIT�/]MZQTTI[�����5IZ�����!��?MJ����
Mar. 2014.
P\\X"��OTWJITO]MZZQTTI[�\aXMXIL�KWU�OTWJITO]MZZQTTI[����!����PWTTW_�[\I\M[�^[�NIQTML�[\I\M[�P\UT

W]\�KIZ\MT�^QWTMVKM�IVL�M`\WZ\QWV�QV�5QKPWIKnV��=VNWZ\]VI\MTa��]V\QT�
institutions like the police and judiciary are strengthened throughout 
Latin America and rule of  law is embraced as an unalienable cultural 
^IT]M��\PM�ITIZUQVO�\ZMVL�WN �KQ^QTQIV[�IZUQVO�\PMU[MT^M[�\W�ÅTT�OW^MZV-
mental voids will likely continue. As such, Mexico should continue to 
XZQWZQ\QbM�J]QTLQVO�KZMLQJTM��MٺMK\Q^M��IVL�VWV�KWZZ]X\�OW^MZVUMV\IT�
organizations. In the meantime, hopefully Mexicans can look past 
their abhorrence for the “Colombianization” argument, in this case, 
in order to recognize some best practices and lessons learned from the 
+WTWUJQIV�M`XMZQMVKM�_Q\P�Y]I[Q�UQTQ\IZa�NWZKM[���

Although the government has legalized autodefensas, they have not 
KWUUQ\\ML�\W�\ZIQV�WZ�MY]QX�\PMU�I[�+WTWUJQI�LQL�_Q\P�\PM�+76>1-
>1:�OZW]X[��0WXMN]TTa�5M`QKW�KIV�ÅVL�I�JITIVKM�JM\_MMV�UIQV\IQV-
ing oversight and monitoring of  the autodefensas without being com-
pelled to train or arm them. The decision to do so would likely aid 
in enabling further compromise for the security of  citizens in the re-
OQWV¸I[�[]KP�[]XXWZ\�NWZ�+76>1>:�OZW]X[�LQL�QV�+WTWUJQI��8M}I�
Nieto has his work cut out for him in ensuring security and “Saving 
5M`QKW�º�)LLQVO�IVW\PMZ�IV\IOWVQ[\QK�IZUML�NWZKM�\W�\PM�MY]I\QWV�
would certainly be catastrophic. 



SIPR Spring 2014  |  56

����:WJJ[��2WPV��¹0WTTW_�;\I\M[�^[��.IQTML�;\I\M[�º�?MJ�TWO�XW[\��/TWJIT�/]MZQTTI[�����5IZ�����!��?MJ����
Mar. 2014.
P\\X"��OTWJITO]MZZQTTI[�\aXMXIL�KWU�OTWJITO]MZZQTTI[����!����PWTTW_�[\I\M[�^[�NIQTML�[\I\M[�P\UT
����/ZIPIU��,I^M��¹+PQVM[M�QZWV�\ZILM�N]MT[�XWZ\�KTI[P�_Q\P�5M`QKIV�LZ]O�KIZ\MT�º�:M]\MZ[���2IV��������?MJ�
10 Mar 2014.
P\\X"��___�ZM]\MZ[�KWU�IZ\QKTM������������][�UM`QKW�LZ]O[�XWZ\�QL=;*:-)���-/��������
���+76>1>1:�Q[�IV�IKZWVaU�LMZQ^ML�NZWU�;MZ^QKQW[�M[XMKQITM[�LM�^QOQTIVKQI�a�[MO]ZQLIL�XZQ^ILI�WZ�¹;XMKQIT�
>QOQTIVKM�IVL�8ZQ^I\M�;MK]ZQ\a�;MZ^QKM[�º�1\�Q[�TQ\MZITTa�\ZIV[TI\ML�\W�-VOTQ[P�I[�¹KWM`Q[\�º
����3ZI]bM��-VZQY]M��¹5M`QKW¼[�>QOQTIV\M[�WV�\PM�5IZKP�º�6M_�AWZS�<QUM[���.MJ�������
P\\X"��___�Va\QUM[�KWU������������WXQVQWV�SZI]bM�UM`QKW[�^QOQTIV\M[�WV�\PM�UIZKP�P\UT'IK\QWV%-
KTQKS�UWL]TM%;MIZKP�ZMOQWV%[MIZKP:M[]T\[����^MZ[QWV%�]ZT%P\\X�)�.�.Y]MZa�Va\QUM[�
KWU�.[MIZKP�.[Q\M[MIZKP�.�.IK\QWV�,KTQKS��KWV\MV\+WTTMK\QWV�,7XQVQWV��ZM-
OQWV�,<WX*IZ��UWL]TM�,;MIZKP;]JUQ\��XO\aXM�,IZ\QKTM���.^QOQTIV\M[�UM`QKW
���,MNWZ\��5IOLITMVI��¹8ZQ^I\QbI\QWV�WN �>QWTMVKM"�4MOIT�IVL�1TTMOIT�)ZUML�)K\WZ[�QV�\PM�5M`QKIV�+MV\MZ�WN �
/ZI^Q\a�QV�\PM�6M_�?IZ[�º�;UITT�?IZ[�2W]ZVIT�����2]Ta������
P\\X"��[UITT_IZ[RW]ZVIT�KWU�RZVT�IZ\�XZQ^I\QbI\QWV�WN�^QWTMVKM�TMOIT�IVL�QTTMOIT�IZUML�IK\WZ[�QV�\PM�UM`Q-
can-center-of-gravity-i
 ��)OZMLIVW�:Q^MZI��0MK\WZ��¹*MPQVL�I�VM_�IZUML�KWVÆQK\�QV�5M`QKW�º�;WKQITQ[\�?WZSMZ�WZO�����2IV��������
P\\X"��[WKQITQ[\_WZSMZ�WZO������������I�VM_�IZUML�KWVÆQK\�QV�5M`QKW
!���)TJMZ\�0WW\[MV��2IV���¹5QKPWIKnV"�»*TWWL�)^WKILW[�¼º��*WZLMZTIVL�*MI\����,MK��������P\\X"��___�
JWZLMZTIVLJMI\�KWU���������UQKPWIKIV�JTWWL�I^IKILW[�P\UT
����/ZIPIU��,I^M��¹+PQVM[M�QZWV�\ZILM�N]MT[�XWZ\�KTI[P�_Q\P�5M`QKIV�LZ]O�KIZ\MT�º�:M]\MZ[����2IV��������
P\\X"��___�ZM]\MZ[�KWU�IZ\QKTM������������][�UM`QKW�LZ]O[�XWZ\�QL=;*:-)���-/��������
�����?MJJMZ��2]LM��¹5M`QKW�KZIKS[�LW_V�WV�QZWV�WZM�[U]OOTQVO�\W�+PQVI�º�.QVIVKQIT�<QUM[����5IZ�������
P\\X"��___�N\�KWU�KU[�[�����!N!I���I�KM���M��!���������NMIJ�LM�P\UT�I`bb�^^J*B5Y:
����>QTTMOI[��8I]TQVI��¹5M`QKW�<IZOM\[�/IVO�<PI\�1VÅT\ZI\ML�\PM�5QVQVO�1VL][\Za�º�<PM�6M_�AWZS�<QUM[��
��5IZ��������P\\X"��___�Va\QUM[�KWU������������_WZTL�IUMZQKI[�UM`QKW�\IZOM\[�OIVO�\PI\�QVÅT\ZI\-
ML�\PM�UQVQVO�QVL][\Za�P\UT'GZ%�
����?MJJMZ��2]LM��¹5M`QKW�KZIKS[�LW_V�WV�QZWV�WZM�[U]OOTQVO�\W�+PQVI�º�.QVIVKQIT�<QUM[����5IZ�������
P\\X"��___�N\�KWU�QV\T�KU[�[�����!N!I���I�KM���M��!���������NMIJ�LM�P\UT�I`bb�^^J*B5Y:
����)OZMLIVW�:Q^MZI��0MK\WZ��¹*MPQVL�I�VM_�IZUML�KWVÆQK\�QV�5M`QKW�º�;WKQITQ[\�?WZSMZ�WZO�����2IV��������
P\\X"��[WKQITQ[\_WZSMZ�WZO������������I�VM_�IZUML�KWVÆQK\�QV�5M`QKW
����¹.QZ[\�;\I\MUMV\�NZWU�\PM�;MTN�,MNMV[M�/ZW]X�WN �)Y]QTI��5QKPWIKnV��<ZIV[TI\ML�Ja�;KW\\�+IUXJMTT��=X-
[QLM�,W_V�?WZTL�*TWO�����2IV�������
P\\X"��]X[QLMLW_V_WZTL�WZO�UIQV�UM`QKW�IZKPQ^M[��!������UM`QKW�ÅZ[\�[\I\MUMV\�NZWU�\PM�[MTN�LMNMV[M�
group-of-aquila-michoacan
����?I\\��8M\MZ��¹;MTN�,MNMV[M�/ZW]X[��;W^MZMQOV\a��IVL�+ZW[[�*WZLMZ�+WTTIJWZI\QWV�_Q\P�5M`QKW��1V\MZ^QM_�
_Q\P�2WPV�)KSMZUIV��º�6WZ\P�)UMZQKIV�+WVOZM[[�WV�4I\QV�)UMZQKI�����5IZ�������
P\\X"��VIKTI�WZO�JTWO�����������[MTN�LMNMV[M�OZW]X[�[W^MZMQOV\a�IVL�KZW[[�JWZLMZ�KWTTIJWZI\QWV�UM`QKW�QV-
\MZ^QM_�RWPV��KWUUMV\��� 
�����.I][[M\��:KQPIZL�IVL�+MKQTQI�;IVKPMb��¹>QOQTIV\M[�XW[M�X]JTQK�ZMTI\QWV[�XZWJTMU[�NWZ�5M`QKW�º�4W[�)VOMTM[�
<QUM[�����2IV�������
P\\X"��___�TI\QUM[�KWU�_WZTL�TI�NO�5M`QKW�UQKPWIKIV�������������!�� ��[\WZa�Q`bb�]`>2=�!_
� ��8IZ\TW_��2W[P]I��¹)�5M`QKIV�UQTQ\QI��JI\\TQVO�5QKPWIKnV�LZ]O�KIZ\MT��PI[�)UMZQKIV�ZWW\[�º�<PM�?I[PQVO-
\WV�8W[\��� �2IV��������
P\\X"��___�_I[PQVO\WVXW[\�KWU�_WZTL�\PMGIUMZQKI[�I�UM`QKIV�UQTQ\QI�JI\\TQVO�UQKPWIKIV�LZ]O�KIZ-
\MT�PI[�IUMZQKIV�ZWW\[���������� ���N!� !���N!����M��!�L��J!!��KM�K��JG[\WZa�P\UT
��!��.TIVVMZa��6I\PIVQMT�8IZQ[P��¹)�5WV\P�7N �>QOQTIV\M[�)VL�>QWTMVKM�1V�5QKPWIKnV�º�.WZJM[�KWU����
2IV��������P\\X"��___�NWZJM[�KWU�[Q\M[�VI\PIVQMTXIZQ[PÆIVVMZa������������UM`QKW�UMLQI�ZW]VL-
]X�I�UWV\P�WN�^QOQTIV\M[�IVL�^QWTMVKM�QV�UQKPWIKIV�
����)T\PI][��,]LTMa��¹0W_�5M`QKW�[�_M[\�_I[�_WV"�1\�\WWS�I�^QTTIOM��IVL�XTMV\a�WN �)3���[�º�/TWJITXW[\�
com, 20 Feb. 2014. 
P\\X"��___�OTWJITXW[\�KWU�LQ[XI\KP�VM_[�ZMOQWV[�IUMZQKI[�5M`QKW������!�UQKPWIKIV�^QOQTIV\M�UQTQ-
tias-apatzingan-templar
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����,IZTQVO��2]IVQ\I��¹)ZUML�+Q^QTQIV�/ZW]X[�)LL�.]MT�\W�7VOWQVO�+WTWUJQIV�.QZMÅOP\[�º�4W[�)VOMTM[�
<QUM[��� �;MX\���!!��
P\\X"��IZ\QKTM[�TI\QUM[�KWU��!!��[MX�� �VM_[�UV�����!
�����5IOITWVQ��*MI\ZQb��>W\QVO�NWZ�)]\WKZIKa"�0MOMUWVQK�8IZ\a�;]Z^Q^IT�IVL�1\[�,MUQ[M�QV�5M`QKWP\\X"��
___�OWWOTM�KWU�[MIZKP'\JW%X�\JU%JS[�Y%QVI]\PWZ"��*MI\ZQb�5IOITWVQ�����+IUJZQLOM"�+IU-
JZQLOM�=VQ^MZ[Q\a�8ZM[[��������
�����.I][[M\��:QKPIZL�IVL�+MKQTQI�;IVKPMb��¹>QOQTIV\M[�XW[M�X]JTQK�ZMTI\QWV[�XZWJTMU[�NWZ�5M`QKW�º�4W[�)VOMTM[�
<QUM[�����2IV�������
P\\X"��___�TI\QUM[�KWU�_WZTL�TI�NO�5M`QKW�UQKPWIKIV�������������!�� ��[\WZa�Q`bb�]`>2=�!_
�����,MNWZ\��5IOLITMVI��¹8ZQ^I\QbI\QWV�WN �>QWTMVKM"�4MOIT�IVL�1TTMOIT�)ZUML�)K\WZ[�QV�\PM�5M`QKIV�+MV\MZ�WN �
/ZI^Q\a�QV�\PM�6M_�?IZ[�º�;UITT�?IZ[�2W]ZVIT�����2]Ta������
P\\X"��[UITT_IZ[RW]ZVIT�KWU�RZVT�IZ\�XZQ^I\QbI\QWV�WN�^QWTMVKM�TMOIT�IVL�QTTMOIT�IZUML�IK\WZ[�QV�\PM�UM`Q-
can-center-of-gravity-i
����)]\WLMNMV[I[�=VQLI[�LM�+WTWUJQI�WZ�¹=VQ\ML�;MTN�,MNMV[M�.WZKM[º
����8M\MZ��<WU��¹5M`QKW�LMVQM[�0QTTIZa�+TQV\WV�[��QV[]ZOMVKa��KWUXIZQ[WV�º�+PZQ[\QIV�;KQMVKM�5WVQ\WZ��!�;MX��
2010.
P\\X"��___�K[UWVQ\WZ�KWU�?WZTL�\MZZWZQ[U�[MK]ZQ\a�������!�!�5M`QKW�LMVQM[�0QTTIZa�+TQV\WV�[�QV[]Z-
gency-comparison
����3WZVJT]\IVL��)VVM�IVL�;KW\\�?QT[WV��¹7JIUI��+TQV\WV�[XTQ\�WV�LZ]O�_IZ�XIZITTMT[�º�?I[PQVO\WV�8W[\�����
Sep. 2010.
P\\X"��___�_I[PQVO\WVXW[\�KWU�_X�LaV�KWV\MV\�IZ\QKTM�������!��!�):�����!�!�����G��P\UT
� ��3WZVJT]\IVL��)VVM�IVL�;KW\\�?QT[WV��¹7JIUI��+TQV\WV�[XTQ\�WV�LZ]O�_IZ�XIZITTMT[�º�?I[PQVO\WV�8W[\�����
Sep. 2010.
P\\X"��___�_I[PQVO\WVXW[\�KWU�_X�LaV�KWV\MV\�IZ\QKTM�������!��!�):�����!�!�����G��P\UT
�!��>QTTIOZIV��4I]ZMV��¹+IV�5M`QKW�[�^QOQTIV\M�UQTQ\QI[�\ZILM�[SQ�UI[S[�NWZ�XWTQKM�JILOM['º�+PZQ[\QIV�;KQMVKM�
5WVQ\WZ�����5IZ�������
P\\X"��___�K[UWVQ\WZ�KWU�?WZTL�)UMZQKI[�����������+IV�5M`QKW�[�^QOQTIV\M�UQTQ\QI[�\ZILM�[SQ�
masks-for-police-badges
����-Z]JQMT�<QZILW�Q[�I�ZM[MIKPMZ�I\�\PM�1JMZW�)UMZQKIV�=VQ^MZ[Q\a�QV�5M`QKW�+Q\a�
)OZMLIVW�:Q^MZI��0MK\WZ��¹*MPQVL�I�VM_�IZUML�KWVÆQK\�QV�5M`QKW�º�;WKQITQ[\�?WZSMZ�WZO�����2IV��������
P\\X"��[WKQITQ[\_WZSMZ�WZO������������I�VM_�IZUML�KWVÆQK\�QV�5M`QKW
����,IZTQVO��2]IVQ\I��¹)ZUML�+Q^QTQIV�/ZW]X[�)LL�.]MT�\W�7VOWQVO�+WTWUJQIV�.QZMÅOP\[�º�4W[�)VOMTM[�
<QUM[��� �;MX\���!!��
P\\X"��IZ\QKTM[�TI\QUM[�KWU��!!��[MX�� �VM_[�UV�����!
����<I\M��?QVQNZML��+W]V\QVO�\PM�,MIL"�<PM�+]T\]ZM�IVL�8WTQ\QK[�WN �0]UIV�:QOP\[�)K\Q^Q[U�QV�+WTWUJQI��
�*MZSMTMa"�=VQ^MZ[Q\a�WN �+ITQNWZVQI�8ZM[[���������KPIX\MZ�WVM"�+WTWUJQI"�5IXXQVO�\PM�-\MZVIT�+ZQ[Q[��������
P\\X"��___�]KXZM[[�ML]�KWV\MV\�KPIX\MZ[�������KP���XLN �
����¹+W]Z\�KITT[�NWZ�+76>1>1:�QV^M[\QOI\QWV[�IN\MZ�XIZIUQTQ\IZa�TMILMZ�^MZLQK\�º�<WLIaKWTWUJQI�KWU��JTWO�
XW[\�����7K\�������
P\\X"��\WLIaKWTWUJQI�KWU���������KW]Z\�KITT[�NWZ�KWV^Q^QZ�QV^M[\QOI\QWV[�IN\MZ�XIZIUQTQ\IZa�TMILMZ�^MZLQK\�
����+ZaIV��8PQTTQX��¹<PZMM�>IZQI\QWV[�WV�I�<PMUM�NZWU�=ZQJM"�<PM�?IZ�WV�0]UIV�:QOP\[�QV�+WTWUJQI�º�
+W]V\MZX]VKP�WZO��������7K\��������
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As the end of  Cold War drew near in the mid-1980s, 
nearly a century of  titanic struggle over which ideology 
PIL�[MMUML�\W�JM�I�[QOVQÅKIV\�UWLMT�NWZ�OZW]XQVO�)[QIV�

societies – fascism, communism or liberal democracy – appar-
ently came to a close.1�?PQTM�KW]V\ZQM[�VW�TWVOMZ�LMÅVML�\PMQZ�
national identities and interests based on the ideological division 
of  the Cold War, Samuel Huntington predicted that in the post-
Cold War era, a more fundamental factor involving history, lan-
guage, culture, and religion – a “civilizational identity” – would 
rise as the natural successor to the ideology of  the Cold War. 
The fault lines between civilizations would thus be the “great 
LQ^Q[QWV[�IUWVO�UIVSQVL�IVL�LWUQVI\QVO�[W]ZKM[�WN �KWVÆQK\�º2

Indeed, Huntington’s civilization paradigm rang truest in a glob-
al sense after the 9/11 Islamic terrorist attack on American soil. 

-UQTa�;b]�P]I�+PMV�Q[�I�5�)��KIVLQLI\M�I\�;\IVNWZL�=VQ^MZ[Q\a�IٻTQI\ML�_Q\P�\PM�+MV\MZ�NWZ�
-I[\�)[QIV�;\]LQM[
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Applying Huntington’s paradigm to the Asia region, however, 
ZMY]QZM[�]VLMZ[\IVLQVO� \PZMM�LQ[\QVK\�KPIZIK\MZQ[\QK[� QV�)[QI� \W�
better depict, if  not predict, the prospect of  peace and stabili-
ty in the region 
– the growing 
regional solidar-
ity, the enhance-
ment of  nation-
al interests, and 
internally-trans-
formed civili-
zations in Asia. 
The regional unity has turned Asia into a relatively peaceful 
and stable region; nevertheless, in the event of  potential frays, 
\PM� KWVÆQK\[� _W]TL� JM� KI][ML� Ja� MQ\PMZ� ·� NZMY]MV\� aM\�UQVWZ�
turbulences would occur between countries in their respective 
pursuit of  national interests or intractable, deeply rooted clash-
M[� _W]TL� IZQ[M� NZWU� I� VM_Ta�LMÅVML� KQ^QTQbI\QWVIT� LQٺMZMVKM��

This article holds a position in line with Huntington’s argu-
UMV\� \PI\� XZM[MV\[� \PM� KQ^QTQbI\QWVIT� LQٺMZMVKM� I[� I� XZQUIZa�
role in shaping the regional order in Asia. While the region-
al solidarity has promoted peace and stability, the division of  
KQ^QTQbI\QWV[� QV� UWLMZV� )[QI� ·� ITJMQ\� _Q\P� I� LMÅVQ\QWV� LQٺMZ-
ent from what Huntington once implied – has created most of  
\PM� KPZWVQK�� ]VUIVIOMIJTM� KWVÆQK\[�� _Q\P� [WUM� WN � \PMU� ZM-
maining unsolved for centuries and continuing to arouse tur-
bulence. This clash of  civilization has become decisive in de-
termining the long-term peace and stability in the region.

The division of  civiliza-
tions in modern Asia  has 
created most of  the chron-
QK�� ]VUIVIOMIJTM� KWVÆQK\[�



First, contrary to what Huntington suggested as the nature of  
\PM�_WZTL�JMQVO�QUJ]ML�_Q\P�QVKM[[IV\�JTWWLa�KWVÆQK\[�IUWVO�
civilizations, post-Cold War Asia, irrespective of  its various civ-
ilizations – including Confucianism, Japanese, Hinduism and 
Malay-Islam – has been a comparatively peaceful area in the 
world. The stability in Asia was realized through regional soli-
darity, a product initially facilitated by the U.S.’s comprehensive 
engagement in the region since the outset of  the Cold War and 
aggrandized by growing economic interdependence. By shield-
ing Asian countries from communist expansionism, allowing a 
common dependency on U.S. markets, and exporting Ameri-
can culture to its Allies, the U.S. indirectly promoted similari-
ties and close ties between Asian states.3 Increasing economic 
interdependency in the area has further strengthened the bur-
geoning unity. For instance, according to the ASEAN trading 
statistics published in December 2013, the top two trading part-
ners of  ASEAN are within Asia – with China being the largest 
trading country accounting for 12.9% of  total trade volume, 
followed by Japan with a 10.6% share.4 This economic inter-
LMXMVLMVKM�IVL�ZMOQWVIT�[WTQLIZQ\a�PI[�MٺMK\Q^MTa�XZM^MV\ML�ZM-
gional provocations from elevating into all-out confrontations. 

=VTQSM�0]V\QVO\WV¼[�KWV\MV\QWV�\PI\�LQٺMZMV\�KQ^QTQbI\QWV[�_W]TL�
shape the interactions among countries in Asia, this has never 
JMMV� \PM� [WTM� NIK\WZ��+WVÆQK\QVO�VI\QWVIT� QV\MZM[\[� QV� ÅMTL[� WN �
MKWVWUa�� [MK]ZQ\a� IVL�XWTQ\QK[�PI^M� [QU]T\IVMW][Ta� QVÆ]MVKML�
\PM�ZMOQWVIT�XWTQ\QK[��.ZMY]MV\�LQ[Z]X\QWV[�IZQ[QVO�NZWU�KW]V\ZQM[¼�
pursuit of  national interests, but could potentially be shelved 
or solved in the short run by a country’s change of  its policy 
XZQWZQ\a��Ja�Y]QL�XZW�Y]W�JQTI\MZIT�VMOW\QI\QWV[��WZ�\PZW]OP�\PM�
use of  international dispute settlement mechanisms. For exam-
ple, in 2012, Japan together with the United States and the Eu-

Three Characteristics of  Modern Asia
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ZWXMIV�=VQWV�ÅTML�I� RWQV\� KTIQU� \W� \PM�?WZTL�<ZILM�7ZOIVQ-
zation against China’s export restrictions on rare earth metals 
that are crucial for the production of  many high-tech devices.5 

=VTQSM� \PW[M� [Y]IJJTM[� \PI\�UW[\Ta� KIUM� NZWU� \PM� KWVÆQK\QVO�
national interests between nations, most of  the chronic, intrac-
\IJTM�\]ZJ]TMVKM[�IXXMIZML�JM\_MMV�KW]V\ZQM[�_Q\P�LQٺMZMV\�KQ^-
QTQbI\QWV[��_PQKP�KWV[XQK]W][Ta�LMÅVML�\PM�ZMOQWVIT�WZLMZ��<PM�
civilizations in contemporary Asia, however, were not the same 
as what Huntington assumed it to be. Rather, the modern Asian 
KQ^QTQbI\QWV[�PI^M�JMMV�\PZW]OP�Y]ITQ\I\Q^M�KPIVOM[��_Q\P�\ZILQ-
tional cultures integrated with “Western civilization” to vary-
ing degrees in order to achieve the goal of  economic well-being 
and/or political freedom.1 The clash of  civilization thus comes in 
\_W�NWZU[��7VM��ITQOVML�_Q\P�_PI\�0]V\QVO\WV�LMÅVML��QV^WT^M[�
\PM�WZQOQVIT�LQٺMZMVKM�JM\_MMV� \ZILQ\QWVIT� KQ^QTQbI\QWV[�� IVL� Q[�
further augmented by modern nationalism; and two, the divi-
sion of  the newly transformed value systems induces the other. 

With the demise of  the ideological model of  the Cold War, na-
\QWV�[\I\M[�PI^M�\ZQML�\W�LMÅVM�\PMQZ�QLMV\Q\a�IVL�QV\MZM[\[�QV�KQ^-
ilization terms. In the face of  the increasing impact of  Western 
liberal democracy, the task for most nations in Asia was not to 
“demarcate civilizations but to mix and meld them” to serve their 
ÅZ[\�IVL�NWZMUW[\�VI\QWVIT�OWIT�WN �MKWVWUQK�_MTT�JMQVO�IVL�WZ�
political freedom.6 The existing civilizations in Asia – Confucian-
ism, Japanese, Hinduism, and Malay-Islam – were thus grafted 
onto Western civilization; countries attempted to reconcile this 
foreign civilization with their traditional culture and values. For 

SIPR Spring 2014  |  61

Integrating with the West: The Mutative 
Asian Civilizations



example, whereas the economy prospered in the West during 
the Cold War, the Maoist ideological campaigns in China failed, 
including the ending of  Great Leap Forward and Cultural Rev-
olution in mid-1970s. The strong desire of  the Chinese leader-
ship and people to get rid of  poverty and starvation led to the 
Deng Xiaoping’s economic reform in 1978 under the “reform 
and opening-up” policy. Other demonstrations of  the successful 
adoption of  market economies in the Cold War could be seen 

in the economic rise of  Japan, 
South Korea, Taiwan, and 
the Southeast Asian NICs.7  

The Westernization in Asia 
can be divided into econom-
ic modernization and political 
democratization. The mod-
ernization is characterized 
by the pursuit of  material 

well being of  a nation through the practice of  a consumer cul-
\]ZM#�LMUWKZI\QbI\QWV�Q[�I�Y]M[\�NWZ�XWTQ\QKIT�NZMMLWU��1V�XZIK-
tice, most Asian countries have largely embraced the market 
economy in the pursuit of  economic welfare while the adop-
tion of  political freedom varies greatly between countries.8 For 
instance, China has chosen an approach of  combining with 
Marxist-Leninism and capitalism, the so-called “China path,” 
in its economic reforms under the banner of  “socialism with 
Chinese characteristics.” Whilst the economic reforms in Chi-
na have been accelerating toward a full market economy, an 
opening of  the political system to more public participation still 
remained limited. In the case of  Japan, after the World War 
II, American two-phased occupation program in Japan – from 
the occupation goal of  “reforming” to “rebuilding” – has trans-

SIPR Spring 2014  |  62

Countries attempted 
to reconcile foreign 
civilization with their 
traditional culture 
and values



formed Japan into a liberal democracy. Quite the contrary 
to the stalemate of  political reform in China, Japan’s politi-
cal democracy was clearly indicated in its 1946 Constitution.9 

The division of  civilizations in Asia generates two major sourc-
M[� WN � ]VOW^MZVIJTM� NZQK\QWV["� WVM� QV^WT^QVO� \PM� LQٺMZMVKM� JM-
tween historical memories of  the traditional civilizations 
enhanced by modern nationalism; the other touching the vir-
\]IT�LQٺMZMVKM�WN �\PM�UWLMZV�U]\I\Q^M�KQ^QTQbI\QWV[��_PQKP�NMI-
tured the varied degree of  Westernization among countries.

)[�0]V\QVO\WV� []OOM[\ML�� KQ^QTQbI\QWV[� IZM� LQٺMZMV\QI\ML� NZWU�
each other by elements such as language, history, customs, in-
stitutions and religion. Among all the elements, he claimed that 
religion is “a central, perhaps the central, force that motivates 
and mobilizes people.”10 While religion has its leverage in world 
IٺIQZ[��I[�UIVQNM[\ML�Ja�\PM�WVOWQVO�ZQ^ITZa�JM\_MMV�\PM�1[TIUQK�
and Western world after 9/11, I argue that historical memo-
ries have played a dominant role in deciding interactions be-
tween countries in Asia. In modern times, the historical com-
ponent of  traditional civilizations has been oftentimes meshed 
with nationalism that comes from distinctive national history 
of  each country – a byproduct of  the consolidation of  the na-
tion-state concept in post-Cold War Asia – making clashes be-
tween two countries with separate civilizations harder to handle. 

The civilizational history coupled with contemporary na-
tionalism prompted states in the region to ostensibly safe-
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guard their sovereignty and territorial integrity, leading to a 
continuous occurrence of  territorial disputes in Asia. Exam-
ples of  this phenomenon include the Japan-China-Taiwan 
disputes over the Senkaku/Diaoyu Islands, the Japan-Ko-
rea disputes over Dokdo/Takeshima Island, and disputes 
over the Spratley and Paracel Islands among Asian states.11 

Take the recent deterioration of  Sino-Japan relations as an ex-
ample. Two countries have been locked in dispute over Senkaku/
Diaoyu Islands in the East China Sea. What makes the dispute 
intractable is not merely the complexity of  the territorial claims, 
J]\�IT[W�\PM�PQ[\WZQKIT�UMUWZQM[�WN �KWVÆQK\�IVL�VI\QWVITQ[\�[MV-
timent between the two countries. In a sense of  civilizational 

history of  China, its hi-
erarchy and historic “Si-
no-centric” world order 
might make it uncom-
fortable with the terms 
WN �JITIVKM�IVL�MY]ITQ\a�
– the sharing of  pow-
er with others – in East 

Asia. Chinese and Japanese nationalism makes these territorial 
LQ[X]\M[�M^MV�UWZM�LQٻK]T\�\W�VI^QOI\M��<PM�VI\QWVITQ[U��I�¹XWQ-
[WVML�_MTTº�WN �ÅN\a�aMIZ[�WN �IVQUW[Q\a�\PI\�JMOIV�_Q\P�\PM�;Q-
no-Japanese war of  1895 and ended with the defeat of  Imperial 
Japan in 1945, has politicized the dispute into more than a con-
troversy over territory between the two nations. For the Chinese, 
the island dispute is emblematic of  “Imperial Japan’s assault on 
the decaying corpse of  the Chinese dynasty,”12 which was again 
XZW^MV�Ja�+PQVM[M�XZMUQMZ�4Q�3MYQIVO��QV�ILLZM[[QVO�\PM�WXMV-
ing session of  parliament in March 2014, warning Japan of  its 
determination of  “safeguarding the victory of  World War II”.13   
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<W�IVITabM�\PM�LQٺMZMVKM�JM\_MMV�UWLMZV�KQ^QTQbI\QWV[�QV�)[QI��
two variables should be taken into consideration: the original 
LQٺMZMVKM� WN � QVLQOMVW][� KQ^QTQbI\QWV[� IVL� \PM� ^IZQML� LMOZMM�
of  Westernization between countries – a process of  economic 
modernization and the adoption of  Western values. Cross-anal-
a[Q[� WN � \PM� \_W� ^IZQIJTM[� KIV� aQMTL� \PZMM� ]VQY]M� KWUJQVI-
\QWV[� JM\_MMV� KW]V\ZQM[� _Q\P� VM_Ta� LMÅVML� KQ^QTQbI\QWV["� \PM�
near-conformity (near congruity in both original civilization 
and their degree of  Westernization), the complete anomaly (to-
tal incongruity in both inherited civilization and their degree 
WN �?M[\MZVQbI\QWV�#�IVL�\PM�[MUQ�IVWUITa��LQٺMZMVKM�QV�MQ\PMZ�
indigenous civilizations or their degrees of  Westernization). 
*I[ML�WV�\PQ[�I[[WZ\UMV\��MIKP�KI\MOWZa�KIV�LMÅVM�\PM�VI\]ZM�
WN � QV\MZIK\QWV[�JM\_MMV� KW]V\ZQM[� I[� MQ\PMZ�XMIKM�WZ� KWVÆQK\[��

In addition to clashes between Asian countries, one must not 
ignore the longstanding American presence in the region. With 
\PM�=�;��¹ZMJITIVKQVOº�XWTQKa�\W_IZL�)[QI��N]\]ZM�KWVÆQK\[�JM-
tween civilizations will not be limited to Asian countries them-
selves. Instead, the regional order in the future will also be 
forged by the interplay between the U.S., Western civilizations, 
and Asian civilizations. Among all the Asian nations, undoubt-
edly, the most likely clashes involve the U.S. and China. To date, 
LM[XQ\M�\PM�KWV[\IV\�Y]IZZMT[�W^MZ�\PM�Q[[]M[�WN �TWX�[QLML�\ZILM[��
military buildup, and political reforms, there exists a fundamen-
tally strategic distrust between the two countries. One of  the 
basic sources of  strategic distrust between the U.S. and China, 
I[� ?IVO� 2Q[Q� []OOM[\ML�� Q[� ZMTI\ML� \W� \PM� N]VLIUMV\IT� LQٺMZ-
ence – the “civilizational disparity” – that are constructed by 
varied political traditions, value systems and strategic cultures.14 
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For the U.S., regardless of  Deng Xiaoping’s reform since 1978, 
China’s authoritarian politics, continued violation of  human 
rights and non-transparency make its government untrust-
worthy. For example, the transparency issue has something to 
do with its inherent strategic cultures. According to Kurt M. 
Campbell, the former U.S. Assistant Secretary of  State for East 
)[QIV�IVL�8IKQÅK�)ٺIQZ[��IVL�:QKPIZL�?MQ\b��I�;MVQWZ�.MTTW_�
and Director of  the Center 
for Political-Military Anal-
ysis at Hudson Institute of  
the United States, China 
believes that concealing its 
strength can achieve strate-
gic deterrence. In contrast, 
the United States tends to manifest its deterrence by demon-
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strating its capabilities; to the U.S., Chinese opacity would 
lead to other countries’ miscalculation and mishaps.15 

Civilizational factors could be a major source of  unmanageable 
disputes in Asia that greatly shape the regional order. Globaliza-
\QWV�PI[�WٺMZML�)[QIV�KW]V\ZQM[�UWZM�WXXWZ\]VQ\QM[�\W�JM�M`XW[ML�
in dominant Western value systems, the potentiality of  clashes of  
KQ^QTQbI\QWV[�QVKZMI[M[��1V\MZVITTa��KWVÆQK\[�JM\_MMV�)[QIV�KQ^QTQ-
bI\QWV[�_QTT�OZW_�L]M�\W�\PM�IKKMTMZI\QWV�WN �LQٺMZMVKM�QV�\PM�LM-
gree of  liberal democracy adoption among Asian countries in the 
process of  Westernization. Externally, the growth of  civilization 
KWV[KQW][VM[[�_QTT�JM�IKKMV\]I\ML�Ja�\PM�?M[\MZV�MٺWZ\[�\W�QVN][M�
its values of  democracy and liberalism into the region, causing 
what Huntington called a “return-to the-roots” phenomenon.

While the civilizational divisions will continue to incur major dis-
ruptions in Asia, the closely economic and technological integration 
– a product of  growing economic interdependence between coun-
tries in Asia – will serve as a lubricant for easing tensions, persisting 
in maintaining a relatively peaceful and stable region in the world.

The Prospect of  Peace and Stability in 
Asia



\MZZQ\WZQIT�QV\MOZQ\a�IVL�[W^MZMQOV\a��VWV�IOOZM[[QWV��VWV�QV\MZNMZMVKM�QV�MIKP�W\PMZ¼[�QV\MZVIT�IٺIQZ[��MY]ITQ\a�IVL�
U]\]IT�JMVMÅ\��IVL�XMIKMN]T�KW�M`Q[\MVKM��;MM�+PMV�AQ�ZMXWZ\�WV�NWZMQOV�ZMTI\QWV[�� \P�+8+�+WVOZM[[���!���#�
0]�2QV\IW�XWTQ\QKIT�ZMXWZ\�\W�\PM�� \P�+8+�+WVOZM[[��������
���?IVO�2Q[Q��¹+PQVI¼[�;MIZKP�NWZ�I�/ZIVL�;\ZI\MOa¸)�:Q[QVO�/ZMI\�8W_MZ�.QVL[�1\[�?Ia�º�.WZMQOV�)ٺIQZ[��
>WT�!��6W����5IZ�)XZ��������X���!�
���1JQL���X�����
���+PMV�AQ�ZMXWZ\�WV�NWZMQOV�ZMTI\QWV[�� \P�+8+�+WVOZM[[���!���#�4QV�*QIW��4QV�8QIW��ZMXWZ\�\W�\PM�!\P�+8+�
+WVOZM[[���!�!�#�0]�2QV\IW�XWTQ\QKIT�ZMXWZ\�\W�\PM�� \P�+8+�+WVOZM[[��������
 ��2WPV�?��/IZ^MZ��<PM�.WZMQOV�:MTI\QWV[�WN �\PM�8MWXTM¼[�:MX]JTQK�WN �+PQVI��-VOTM_WWL�+TQ�8"��62]ٺZMV\QKM�
0ITT���!!����XX��� ��!�
!��0]�2QV\IW�XWTQ\QKIT�ZMXWZ\�\W�\PM�� \P�+8+�+WVOZM[[�������#�)TQKM�5QTTMZ��¹+PQVI�IVL�\PM�QV\MZVI\QWVIT�
[a[\MU"��!�!��!��º��LQ[K][[QWV�[MK\QWV����+PQVI�QV�?WZTL�8WTQ\QK[��;\IVNWZL�=VQ^MZ[Q\a��;\IVNWZL��+)��7K\W-
JMZ����������
����2WPV�?��/IZ^MZ��<PM�.WZMQOV�:MTI\QWV[�WN �\PM�8MWXTM¼[�:MX]JTQK�WN �+PQVI��-VOTM_WWL�+TQ�8"��62]ٺZMV\QKM�
0ITT���!!����X���!�
����,MVO�@QIWXQVO¼[�\PMWZa�WN �¹JTIKS�KI\�_PQ\M�KI\�º�)TQKM�5QTTMZ��¹+PQVI�IVL�\PM�QV\MZVI\QWVIT�[a[\MU��!��º�
�KTI[[�TMK\]ZM��+PQVI�QV�?WZTL�8WTQ\QK[��;\IVNWZL�=VQ^MZ[Q\a��;\IVNWZL��+)��7K\WJMZ����������
����4QV�*QIW��4QV�8QIW��ZMXWZ\�\W�\PM�!\P�+8+�+WVOZM[[���!�!�#�0]�AIWJIVO�ZMXWZ\�\W�\PM���\P�+8+�+WV-
OZM[[���! ���
����2WPV�1SMVJMZZa��¹<PM�:Q[M�WN �+PQVI�IVL�\PM�.]\]ZM�WN �\PM�?M[\�º�.WZMQOV�)ٺIQZ[��>WT� ��6W����2IV�.MJ�
��� ���X�����
����4aUIV�5QTTMZ��¹+PQVI�IV�-UMZOQVO�;]XMZXW_MZ'º�;\IVNWZL�2W]ZVIT�WN �1V\MZVI\QWVIT�:MTI\QWV[��?QV\MZ�
�������P\\X"��___�[\IVNWZL�ML]�OZW]X�[RQZ�������GUQTTMZ�P\UT��IKKM[[ML�7K\WJMZ�����������
����)TQKM�5QTTMZ��¹+PQVI�IVL�\PM�QV\MZVI\QWVIT�[a[\MU"��!���XZM[MV\º��KTI[[�TMK\]ZM��+PQVI�QV�?WZTL�8WTQ\QK[��
;\IVNWZL�=VQ^MZ[Q\a��;\IVNWZL��+)��7K\WJMZ�����������
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 �NMJ�K���!J���M��J��M������NMIJ�LM�P\UT�.[Q\MMLQ\QWV�,QV\T�[Q\MMLQ\QWV%QV\T�GQGZMNMZMZ%�I`-
bb�Q,3<@;+ ��IKKM[[ML�7K\WJMZ�� ��������
����?IVO�2Q[Q��¹+PQVI¼[�;MIZKP�NWZ�I�/ZIVL�;\ZI\MOa¸)�:Q[QVO�/ZMI\�8W_MZ�.QVL[�1\[�?Ia�º�.WZMQOV�)N-
NIQZ[��>WT�!��6W����5IZ�)XZ��������X�����
����1JQL���XX������#�)TQKM�5QTTMZ��¹+PQVI�IVL�\PM�QV\MZVI\QWVIT�[a[\MU"��!���XZM[MV\º��KTI[[�TMK\]ZM��+PQVI�QV�
?WZTL�8WTQ\QK[��;\IVNWZL�=VQ^MZ[Q\a��;\IVNWZL��+)��7K\WJMZ�����������
����1JQL���XX�������

SIPR Spring 2014  |  68

���4QV�*QIW��4QV�8QIW��ZMXWZ\�\W�\PM�!\P�+8+�+WVOZM[[���!�!�#�?IVO�2Q[Q��¹+PQVI¼[�;MIZKP�NWZ�I�/ZIVL�
;\ZI\MOa¸)�:Q[QVO�/ZMI\�8W_MZ�.QVL[�1\[�?Ia�º�.WZMQOV�)ٺIQZ[��>WT�!��6W����5IZ�)XZ��������X��� �
���:WJMZ\�;]\\MZ��.WZMQOV�:MTI\QWV[�WN �\PM�8:+"�<PM�4MOIKQM[�IVL�+WV[\ZIQV\[�WN �+PQVI¼[�1V\MZVI\QWVIT�8WTQ\QK[�
[QVKM��!�!��4IVPIU��5IZaTIVL"�:W_UIV�IVL�4Q\\TMÅMTL���������XX��������
���)TQKM�5QTTMZ��¹+PQVI�IVL�\PM�QV\MZVI\QWVIT�[a[\MU"��!�!��!��º��KTI[[�TMK\]ZM��+PQVI�QV�?WZTL�8WTQ\QK[��
;\IVNWZL�=VQ^MZ[Q\a��;\IVNWZL��+)��7K\WJMZ���������#�?IVO�2Q[Q��¹+PQVI¼[�;MIZKP�NWZ�I�/ZIVL�;\ZI\MOa¸)�
:Q[QVO�/ZMI\�8W_MZ�.QVL[�1\[�?Ia�º�.WZMQOV�)ٺIQZ[��>WT�!��6W����5IZ�)XZ��������X�����
���)[�+PMV�AQ�QVLQKI\ML�QV�\PM�ZMXWZ\��¹Å^M�XZQVKQXTM[�WN �XMIKMN]T�KW�M`Q[\MVKMº�KWV[Q[\ML�WN �U]\]IT�ZM[XMK\�NWZ�



Catching Up and Forging Ahead: 

An Evaluation of Chinese Foreign 

Policy Since 1949 and Its Future 

Prospect 

Stanford International Policy Review
Vol. 1 | Issue 1 | Spring 2014

By Emily Szu-hua Chen

“The foreign policy of  our Party and Government is con-
sistent,” stated Lin Biao in a report to the 9th Nation-
al Congress of  the Communist Party of  China (CPC) 

in 1969.1�7^MZ� \QUM��+PQVM[M� OW^MZVUMV\�WٻKQIT[� ITWVO�_Q\P�
some observers of  Chinese foreign relations have emphasized 
the continuity in Chinese foreign policies.” In an attempt to 
study patterns within China’s actual behaviors, however, oth-
er observers discover that China’s foreign policy decisions have 
JMMV� PMI^QTa� LZQ^MV� Ja� U]T\QXTM� ¹QV\MZM[\[º� ZI\PMZ� \PIV� Å`ML�
¹XZQVKQXTM[�º�_PQKP�+PQVM[M�WٻKQIT[�PI^M� TWVO�KTIQUML�I[� \PM�
basis of  its policy consistency.2 This reliance on “interests” raises 
Y]M[\QWV[�IJW]\�\PM�QLMI�WN �\PM�KWV\QV]Q\a�QV�+PQVM[M�LQXTWUIKa��

-UQTa�;b]�P]I�+PMV�Q[�I�5�)��KIVLQLI\M�I\�;\IVNWZL�=VQ^MZ[Q\a�IٻTQI\ML�_Q\P�\PM�+MV\MZ�NWZ�
-I[\�)[QIV�;\]LQM[
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<PM�UWW\ML�Å`ML�XZQVKQXTM[�IXXMIZ�^IO]MTa�LMÅVML�QV�+PQVI¼[�
WٻKQIT�LWK]UMV\[��?Q\P�TQUQ\ML�KTIZQÅKI\QWV[��I�XZQVKQXTM�ITTW_[�
for diverse interpretations, thus inevitably confusing China ob-
servers. Yet the puzzle does not necessarily mean that beneath 
China’s seemingly changing behaviors there lies no coherent na-
tional strategy. Counter-intuitively, I argue that Chinese foreign 
policy since 1949 has shared a great degree of  uniformity. For the 
past sixty years, Chinese principles together with practices can be 
understood as an array of  practical changes of  approach with-
in a principles-based framework that consistently aims to serve 

China’s long-stand-
ing national purposes. 

Generally, Chinese 
foreign policy deci-
sions have long been 
LM[QOVML� \W� N]TÅTT� IVL�
safeguard, its enduring 
national goals of  “sov-

MZMQOV\a�� [MK]ZQ\a�IVL�LM^MTWXUMV\º�KW]XTML�_Q\P�IV�WٻKQITTa�
QLMV\QÅML� [QVOTM� Q[[]M� WN � ¹ZM]VQÅKI\QWV� WN � <IQ_IVº� I[� I� KWZM�
interest.3 Chen Yi’s report to the 8th CPC National Congress 
in September 1956 proposed the “Five Principles of  Peaceful 
Co-existence,” “socialist construction” and “accomplishment 
of  our task of  liberating Taiwan” as main national aims, and 
as late as Hu Jintao’s 18th CPC National Congress report in 
November 2012, which professedly noted China’s “resolve 
to uphold China’s sovereignty, security and development in-
\MZM[\[º� IVL� [XMKQÅML� \W� ¹IL^IVKM� +PQVI¼[� ZM]VQÅKI\QWV�º4 

In fact, such terms as “sovereignty, security and development” 
were not formally applied in early days as national goals or in-
terests, even when China’s international strategies were appar-

Chinese foreign pol-
icy since 1949 has 
shared a great 
degree of  uniformity



ently motivated by such concerns. In particular, during Mao Ze-
dong’s leadership, such national goals were once framed under 
the banner of  “proletarian internationalism” in a bid to repre-
sent the interests of  all “international proletariats” rather than 
+PQVI¼[� W_V� \W� �KMٻ[] QLMWTWOQKIT� X]ZXW[M[�5 It was not until 
Deng Xiaoping rose to power in 1977 that China’s national pri-
orities were clearly exhibited. In December 2010, Dai Binguo, 
then the state councilor for external relations, further pointed 
out “the stability of  the CPC leadership,” “sovereign security, 
\MZZQ\WZQIT�QV\MOZQ\a��IVL�VI\QWVIT�]VQÅKI\QWV�º�IVL�¹[][\IQVIJTM�
economic and social development” as China’s “core interests.”6 

To best protect its national aims, China has developed a prin-
ciples-based continuum, ranging between two leading prin-
ciples, “Marxist-Leninism” and “interest-oriented (western)” 
principles that have dominated Chinese foreign policy across 
\QUM��<PM� OW^MZVUMV\¼[� XW[Q\QWV� WV� \PQ[� KWV\QV]]U� I\� LQٺMZ-
ent times complies with realistic needs in each historical period. 

.WZ� \PM� 5IZ`Q[\�4MVQVQ[\� \PW]OP\� �WZ� [WUM\QUM[� [QOVQÅML� Ja�
China as one of  its variations, “socialism”), its principal po-
sition as a “guiding thought” could be dated back to the 
founding of  the People’s Republic of  China, and continued 
to be a “theoretical basis guiding the Party’s thinking.”7 Un-
like the principle of  Marxist-Leninism, which ostensibly has 
UIVQNM[\ML� Q\[MTN � QV� WٻKQIT� LWK]UMV\[�� \PM� ¹QV\MZM[\�WZQMV\-
MLº� XZQVKQXTM� ZMY]QZM[� I� JM\_MMV�\PM�TQVM[� IVITa[Q[� WN � WٻKQIT�
texts. Such principle in Chinese foreign relations is ground-
ed on a western concept of  “sovereignty,” and has been em-

One for All: A “Principles-based” 
Framework and “Reality-based” Practice 
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bodied in its “Five Principles of  Peaceful Co-existence.”

That being said, some have argued that the virtue-centered 
¹<ZILQ\QWVIT� �+WVN]KQIVQ[U�� <PW]OP\º� M`MZ\[� OZMI\� QVÆ]MVKM�
on contemporary Chinese foreign policy due to China’s moral 
values.8�<PM�X]Z[]Q\�WN �¹MY]IT� ZQOP\[�� MY]IT�WXXWZ\]VQ\QM[�IVL�
fair rules for all” in the society, for example, is not a virtue from 
I�PQMZIZKPQKIT�+WVN]KQIVQ[\�_WZTL��J]\�UWZM�WN �\PM�¹KW�MY]ITº�
nature of  relationships in western worldviews and the revolu-
\QWVIZa�LM\MZUQVI\QWV�WN �LQ[[WT^QVO�¹[WKQIT�KTI[[M[º�I\�\PM�ÅVIT�
stage of  progress in Marxist-Leninism.9 Along the same line, 
Deng Xiaoping’s administration articulating its national goal of  
“building socialism with Chinese characteristics” in September 
1982 cannot be confused as the combination of  Marxist-Lenin-
ist Thought with Confucianism, but as the integration of  social-
Q[U�IVL�?M[\MZV�[KQMV\QÅK�IXXZWIKP�\PI\�KWVNWZU[�\W�ZMITQ\a�10   

But how have a “principles-based” framework been implement-
ML�QV�\PM�NIKM�WN �WVOWQVO�ZMITQ\a�KPIVOM['�-ٺWZ\[�UILM�QV�\PM�
KWUXIZQ[WV[�WN �+PQVI¼[�WٻKQIT�LWK]UMV\[�\PZW]OPW]\�\PM�XI[\�
60 years have demonstrated the patterns of  practice of  China’s 
foreign relations — a thread of  evenly and unevenly mixtures of  
two principles —the Marxist-Leninist and the “interest-orient-
ed” principles — with two prominent traits. First, throughout the 
past years, one of  the two principles might overshadow, balance, 
or concede to the other, but neither has been abandoned. This 
\MVLMVKa�_I[�[XMKQÅKITTa�M`PQJQ\ML�IN\MZ�\PM�;QVW�;W^QM\�JWZLMZ�
clash over Chenbao Island in 1969, which prompted Mao Zedong 
to approach the U.S., forming “Great Power Triangle” with the 
United States and Union of  Soviet Socialist Republics (USSR) 
to meet national security and strategic purposes, and consolidat-
ed in 1971 when China gained entry to the United Nations. Sec-
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ond, “interest-oriented” principle has steadily reigned in Chi-
nese foreign policy decisions, except for an abrupt reversal to the 
extremism of  Marxist-Leninism from 1966 to 1969 due to the 
revolutionary excess of  the Cultural Revolution. (See Graph 1) 

The underplaying of  Marxist-Leninist Thought was not only a 
decision based on realistic needs catering to Western-led liberal-
ism, but also owing to the divided interpretations between Mao 
Zedong and Deng Xiaoping on its policy priority, with Mao’s in-
[Q[\MVKM�\PI\�¹[WKQIT�ZM^WT]\QWV�ÅZ[\��MKWVWUQK�XZWOZM[[�_QTT�NWT-
low” while Deng believed the other way around.11 The decline 
of  Marxist-Leninist thought and the rise of  “interest-oriented” 
XZQVKQXTM[� KIV� JM� NW]VL� QV� LQٺMZMV\� IXXTQKI\QWV[� WN � \PM� ¹.Q^M�
Principles of  Peaceful Co-existence” across time. While the prin-
KQXTM�_I[�KWVÅVML�\W�¹\PM�KW]V\ZQM[�PI^QVO�LQٺMZMV\�[WKQIT�[a[-
tems,” which then referred to capitalist countries, in Lin Biao’s 
CPC report in April 1969, it has later been applied to “all coun-
tries” from Hu Yaobang’s CPC report in September 1982 to the 
present, which can be seen as an attempt to downplay the ide-
WTWOa�WN �¹KTI[[�KWVÆQK\[º�JM\_MMV�KIXQ\ITQ[\�IVL�[WKQITQ[\�[\I\M[�12 
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China’s unprecedented economic growth and active diplomacy 
on the global stage today has aroused the suspicions of  status 
Y]W�XW_MZ[�Ja� \PM�XW\MV\QIT� NWZ�+PQVI� \W�W^MZ\PZW_�\PM�XZM[-
ent international system from rising “not from within but out-
side the established post-World War II international order.”13 To 
measure China’s inclination to create a new international system 
QVLMXMVLMV\�WN �\PM�M[\IJTQ[PML�WVM��I�KMV\ZIT�Y]M[\QWV�[PW]TL�JM�
well addressed: what makes a rising state a system-transforming 
power rather than one that accepts the existing international 
system? Three particular aspects should be taken into account to 
assess the potential of  a “system-challenger”: a nation’s “super-
power” status, its interactions with the existing system, and the 
compatibility of  its grand strategy with the present world order.

To become an international system-challenger, a country needs 
\W�Y]ITQNa�I[�I�¹[]XMZXW_MZ�º�\PI\�Q[��_PM\PMZ�I�KW]V\Za¼[�XW_MZ�
Q[�[]ٻKQMV\�\W�M`MZ\�Q\[�TM^MZIOM�IUWVO�W\PMZ[�WV�\PM�OTWJM��<PM�
LMÅVQ\QWV�WN �¹[]XMZXW_MZº�PI[�JMMV�LQ^MZ[MTa�QV\MZXZM\ML�IVL�
loosely used in public discourse to refer to any actor with dom-
QVI\QVO�_MQOP\�QV�Q\[�KMZ\IQV�ÅMTL��0MZM��I�VI\QWV¼[�VMML��QV�IL-
dition to its national capabilities, shall be centered on its “great 
mobility of  power.”   This feature of  “global reach” to challenge 
IV�M[\IJTQ[PML�[a[\MU�Q[�LMÅVML�Ja�?QTTQIU�.W`�QV��!���I[�¹I�
KW]V\Za¼[� KIXIKQ\a� \W�XZWRMK\�LWUQVI\QVO�XW_MZ�IVL� QVÆ]MVKM�
anywhere in the world…and so may plausibly attain the status 
of  global hegemon.”14 Still, an attempt to evaluate a nation’s po-
tential that places a country’s “willingness” on the same weight 
as “capability” is contested. For one thing, a nation’s intention 
to be a superpower could sometimes be an assumable fact when 
a country starts to foster its capability, even if  it proclaims no 
willingness to do so. A country’s intention in this case can be 

:Q[QVO�+PQVI��)�,M[\QVML�;a[\MU�+PITTMVOMZ'
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regarded as an intrinsic element in its plan of  national capa-
bility building. Besides, a nation can sometimes have no choice 
but to project its power overseas to secure its interests abroad.15      

In recent years, there has been a debate over whether China’s 
KIXIJQTQ\a� Q[� �\KQMVٻ[] \W� JM� I� []XMZXW_MZ� \PI\� KIV� KWUXM\M�
with the U.S. In an overall assessment of  China’s capabilities, 
including dimensions such as military, economy, politics and cul-
ture, some have argued that “China is not yet a superpower, 
nor is it likely to emerge as one soon,” and positioned China 
as regional power at most.16 Others have concluded an inevita-
bility of  China’s dominance by virtue of  the country’s striking 
economic performance. Arvind Subramanian has developed 

an index of  dominance 
consisting of  a country’s 
GDP, its trade, and the 
extent to which it is a 
net creditor to the rest 
of  the world to analyze 
its superpower potenti-
ality.17 Using this index, 
China, in the next twen-

ty years, would be likely to account for nearly 20 percent of  
global GDP, generate 15 percent of  world trade and serve 
as a substantial net creditor to the world, which would in-
dicate the “imminence” of  China’s ascendancy and a 
“near-unipolar world dominated by China” in the future.18 

Even if  a country has the capability to become a superpower, still, 
it does not necessarily opt for overturning the established system. 
A nation can integrate into the present order if  the existing in-
teraction between itself  and the system is highly interactive. To 
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know whether there is a favorable interaction taking place can 
be observed from the nature of  the international orders per se 
and the degree of  a nation’s dissatisfaction with the old order.19 

As G. John Ikenberry suggested, today’s Western order is “easy 
to join and hard to overturn,” in a sense that the liberal sys-
tem, which are rooted in democracy and capitalism, features 
in non-discriminated rules and norms, expansive participations 
and shared leadership, giving a notable capacity to accommo-
date most countries and avoid unipolar domination. Also, the 
new interdependence between nations driven by communica-
tions technology as well as the “balance of  terror” of  nuclear 
weapons have consolidated the existence of  the established order. 

China has been increasingly working within the Western system, 
\PZQ^QVO�IVL�JMVMÅ\ML� NZWU�U]T\QTI\MZIT� QV[\Q\]\QWV[�� QVKT]LQVO�
J]\�VW\�TQUQ\ML�\W�[]KP�ÅMTL[�I[�XWTQ\QK[�IVL�MKWVWUQM[��+PQVI¼[�
status as a permanent member of  the UN Security Council grants 
\PM�^M\W�XW_MZ�WN �¹OZMI\�XW_MZ�M`KMX\QWVITQ[Uº�QV�\PM�ÅMTL�WN �
global security; being part of  the World Trade Organization 
(WTO) has accelerated its economic development and econom-
ic interdependence, as seen in latest statistics that China’s econo-
Ua�KWV\QV]ML�\W�OZW_��� �XMZKMV\�QV�\PM�\PQZL�Y]IZ\MZ�WN ������20 

Lastly, whether an established system is conducive to a state’s pur-
suit of  national interests is decisive in shaping a country’s choice 
between accommodating itself  into the order and overthrowing 
it. China continues to create a “favorable” international situation 
of  peace and stability as a “strategic opportunity” for China’s 
domestic tasks, among which economic construction and lift-
ing its people’s standards of  living maintain as its centerpiece.21 

SIPR Spring 2014  |  76



China’s future grand strategy, as indicated by Wang Jisi, will con-
tain four ongoing changes in China’s strategic thinking. First, an 
inclusive understanding of  security, which combining “economic 
and nontraditional concerns with traditional military and politi-
cal interests” leaves China no choice but to cooperate with both 
IT\TQM[�IVL�IL^MZ[IZQM[��1V�\PM�_Ia�WN �I\\MVLQVO�OTWJIT�IٺIQZ[��+PQ-
na has gradually shifted its mindset from “country-centrism” to 
more “issue-oriented” multilateralism in a sense to enhance Chi-
na’s stature and constrain American power.22 Third, the ongoing 
MٺWZ\[�WN �MKWVWUQK�LM^MTWX-
ment have grown toward the 
\WXQK[�WN �MKWVWUQK�MٻKQMVKa�
and its integration of  society, 
_PQKP� ZMY]QZM� VW\� WVTa� IV�
incremental domestic con-
sumption and a steady open-
ing of  its capital markets. 

China’s special emphasis on “cultural soft power” in recent years 
is another key point. Such common values as “good governance 
and transparency in the global arena” has been sought after to 
improve its international image.23 (See Table 1 on following page)

The evolution of  Chinese foreign policy and the three indica-
tors above suggest that China will remain and engage with the 
K]ZZMV\� [a[\MU�� _PQTM� MVRWaQVO� \PM� [\IJTM� JMVMÅ\[� KWVL]KQ^M�
to national building, resolving transnational issues and gain-
ing more time to reposition itself  in the world of  near future.

SIPR Spring 2014  |  77

China will remain 
and engage with 
the current system



SIPR Spring 2014  |  78

���4QV�*QIW��4QV�8QIW��ZMXWZ\�\W�\PM�!\P�+8+�+WVOZM[[���!�!�#�?IVO�2Q[Q��¹+PQVI¼[�;MIZKP�NWZ�I�/ZIVL�
;\ZI\MOa¸)�:Q[QVO�/ZMI\�8W_MZ�.QVL[�1\[�?Ia�º�.WZMQOV�)ٺIQZ[��>WT�!��6W����5IZ�)XZ��������X��� �
���:WJMZ\�;]\\MZ��.WZMQOV�:MTI\QWV[�WN �\PM�8:+"�<PM�4MOIKQM[�IVL�+WV[\ZIQV\[�WN �+PQVI¼[�1V\MZVI\QWVIT�8WTQ\QK[�
[QVKM��!�!��4IVPIU��5IZaTIVL"�:W_UIV�IVL�4Q\\TMÅMTL���������XX��������
���)TQKM�5QTTMZ��¹+PQVI�IVL�\PM�QV\MZVI\QWVIT�[a[\MU"��!�!��!��º��KTI[[�TMK\]ZM��+PQVI�QV�?WZTL�8WTQ\QK[��
;\IVNWZL�=VQ^MZ[Q\a��;\IVNWZL��+)��7K\WJMZ���������#�?IVO�2Q[Q��¹+PQVI¼[�;MIZKP�NWZ�I�/ZIVL�;\ZI\MOa¸)�
:Q[QVO�/ZMI\�8W_MZ�.QVL[�1\[�?Ia�º�.WZMQOV�)ٺIQZ[��>WT�!��6W����5IZ�)XZ��������X�����
���)[�+PMV�AQ�QVLQKI\ML�QV�\PM�ZMXWZ\��¹Å^M�XZQVKQXTM[�WN �XMIKMN]T�KW�M`Q[\MVKMº�KWV[Q[\ML�WN �U]\]IT�ZM[XMK\�NWZ�



\MZZQ\WZQIT�QV\MOZQ\a�IVL�[W^MZMQOV\a��VWV�IOOZM[[QWV��VWV�QV\MZNMZMVKM�QV�MIKP�W\PMZ¼[�QV\MZVIT�IٺIQZ[��MY]ITQ\a�IVL�
U]\]IT�JMVMÅ\��IVL�XMIKMN]T�KW�M`Q[\MVKM��;MM�+PMV�AQ�ZMXWZ\�WV�NWZMQOV�ZMTI\QWV[�� \P�+8+�+WVOZM[[���!���#�
0]�2QV\IW�XWTQ\QKIT�ZMXWZ\�\W�\PM�� \P�+8+�+WVOZM[[��������
���?IVO�2Q[Q��¹+PQVI¼[�;MIZKP�NWZ�I�/ZIVL�;\ZI\MOa¸)�:Q[QVO�/ZMI\�8W_MZ�.QVL[�1\[�?Ia�º�.WZMQOV�)ٺIQZ[��
>WT�!��6W����5IZ�)XZ��������X���!�
���1JQL���X�����
���+PMV�AQ�ZMXWZ\�WV�NWZMQOV�ZMTI\QWV[�� \P�+8+�+WVOZM[[���!���#�4QV�*QIW��4QV�8QIW��ZMXWZ\�\W�\PM�!\P�+8+�
+WVOZM[[���!�!�#�0]�2QV\IW�XWTQ\QKIT�ZMXWZ\�\W�\PM�� \P�+8+�+WVOZM[[��������
 ��2WPV�?��/IZ^MZ��<PM�.WZMQOV�:MTI\QWV[�WN �\PM�8MWXTM¼[�:MX]JTQK�WN �+PQVI��-VOTM_WWL�+TQ�8"��62]ٺZMV\QKM�
0ITT���!!����XX��� ��!�
!��0]�2QV\IW�XWTQ\QKIT�ZMXWZ\�\W�\PM�� \P�+8+�+WVOZM[[�������#�)TQKM�5QTTMZ��¹+PQVI�IVL�\PM�QV\MZVI\QWVIT�
[a[\MU"��!�!��!��º��LQ[K][[QWV�[MK\QWV����+PQVI�QV�?WZTL�8WTQ\QK[��;\IVNWZL�=VQ^MZ[Q\a��;\IVNWZL��+)��7K\W-
JMZ����������
����2WPV�?��/IZ^MZ��<PM�.WZMQOV�:MTI\QWV[�WN �\PM�8MWXTM¼[�:MX]JTQK�WN �+PQVI��-VOTM_WWL�+TQ�8"��62]ٺZMV\QKM�
0ITT���!!����X���!�
����,MVO�@QIWXQVO¼[�\PMWZa�WN �¹JTIKS�KI\�_PQ\M�KI\�º�)TQKM�5QTTMZ��¹+PQVI�IVL�\PM�QV\MZVI\QWVIT�[a[\MU��!��º�
�KTI[[�TMK\]ZM��+PQVI�QV�?WZTL�8WTQ\QK[��;\IVNWZL�=VQ^MZ[Q\a��;\IVNWZL��+)��7K\WJMZ����������
����4QV�*QIW��4QV�8QIW��ZMXWZ\�\W�\PM�!\P�+8+�+WVOZM[[���!�!�#�0]�AIWJIVO�ZMXWZ\�\W�\PM���\P�+8+�+WV-
OZM[[���! ���
����2WPV�1SMVJMZZa��¹<PM�:Q[M�WN �+PQVI�IVL�\PM�.]\]ZM�WN �\PM�?M[\�º�.WZMQOV�)ٺIQZ[��>WT� ��6W����2IV�.MJ�
��� ���X�����
����4aUIV�5QTTMZ��¹+PQVI�IV�-UMZOQVO�;]XMZXW_MZ'º�;\IVNWZL�2W]ZVIT�WN �1V\MZVI\QWVIT�:MTI\QWV[��?QV\MZ�
�������P\\X"��___�[\IVNWZL�ML]�OZW]X�[RQZ�������GUQTTMZ�P\UT��IKKM[[ML�7K\WJMZ�����������
����)TQKM�5QTTMZ��¹+PQVI�IVL�\PM�QV\MZVI\QWVIT�[a[\MU"��!���XZM[MV\º��KTI[[�TMK\]ZM��+PQVI�QV�?WZTL�8WTQ\QK[��
;\IVNWZL�=VQ^MZ[Q\a��;\IVNWZL��+)��7K\WJMZ�����������
����1JQL�#�4aUIV�5QTTMZ��¹+PQVI�IV�-UMZOQVO�;]XMZXW_MZ'º�;\IVNWZL�2W]ZVIT�WN �1V\MZVI\QWVIT�:MTI\QWV[�
�?QV\MZ��������P\\X"��___�[\IVNWZL�ML]�OZW]X�[RQZ�������GUQTTMZ�P\UT��IKKM[[ML�7K\WJMZ�����������
����)Z^QVL�;]JZIUIVQIV��¹<PM�1VM^Q\IJTM�;]XMZXW_MZ¸?Pa�+PQVI¼[�,WUQVIVKM�Q[�)�;]ZM�<PQVO�º�.WZMQOV�
��IQZ[��>WT�!��6Wٺ(��;MX\�7K\��������XX��� ��!�
� ��1JQL���XX��!����
�!��2WPV�1SMVJMZZa��¹<PM�:Q[M�WN �+PQVI�IVL�\PM�.]\]ZM�WN �\PM�?M[\�º�.WZMQOV�)ٺIQZ[��>WT�� ��6W����2IV�.MJ�
��� ���X�����
����1JQL���XX���!���#�2IUQT�)VLMZTQVQ�IVL�;QUWV�:IJQVW^Q\KP��¹+PQVI�ZM^MZ[M[�ÅZ[\�PITN �[TW_LW_V�º�<PM�
.QVIVKQIT�<QUM[��7K\WJMZ�� ��������P\\X"��___�N\�KWU�QV\T�KU[�[�L �NMJ�K���!J���M��J��M������NM-
IJ�LM�)]\PWZQ[ML%NIT[M�P\UT'GQGTWKI\QWV%P\\X�)�.�.___�N\�KWU�.KU[�.[�.��.L-
 �NMJ�K���!J���M��J��M������NMIJ�LM�P\UT�.[Q\MMLQ\QWV�,QV\T�[Q\MMLQ\QWV%QV\T�GQGZMNMZMZ%�I`-
bb�Q,3<@;+ ��IKKM[[ML�7K\WJMZ�� ��������
����?IVO�2Q[Q��¹+PQVI¼[�;MIZKP�NWZ�I�/ZIVL�;\ZI\MOa¸)�:Q[QVO�/ZMI\�8W_MZ�.QVL[�1\[�?Ia�º�.WZMQOV�)N-
NIQZ[��>WT�!��6W����5IZ�)XZ��������X�����
����1JQL���XX������#�)TQKM�5QTTMZ��¹+PQVI�IVL�\PM�QV\MZVI\QWVIT�[a[\MU"��!���XZM[MV\º��KTI[[�TMK\]ZM��+PQVI�QV�
?WZTL�8WTQ\QK[��;\IVNWZL�=VQ^MZ[Q\a��;\IVNWZL��+)��7K\WJMZ�����������
����1JQL���XX�������

SIPR Spring 2014  |  79



Red Lines and the Syrian Civil War: 

The Power of a President

Stanford International Policy Review
Vol. 1 | Issue 1 | Spring 2014

By Sam Kurland

Sam Kurland is a B.A. candidate at Stanford University. 

Since March 2011, Syria has been embroiled in a bloody 
civil war between government forces led by Bashar al-As-
sad and a number of  rebel groups including the “Free 

Syrian Army” and more radical elements like “Fatah al-Is-
lam.”1 On August 21, 2013, an unknown assailant shelled an 
opposition-controlled area of  the Ghouta suburb near Da-
mascus with rockets and artillery carrying nerve agents. Near-
ly 1,500 civilians were killed in the attack, including at least 
426 children.2 Less than two weeks following the incident, 
the United States announced that its intelligence communi-
\a� ¹I[[M[[MCLE� _Q\P� PQOP� KWVÅLMVKMº� \PI\� \PM� ;aZQIV� OW^MZV-
ment was responsible for the attack on the Damascus suburbs.3

<PM�;aZQIV�I\\IKS�_I[�NIZ�NZWU�\PM�ÅZ[\�WN �Q\[�SQVL��1V��!����
Italian forces used sulfur mustard sprayed from airplanes to 
massacre civilians in their campaign against the Ethiopian Em-
pire.4�1V��!  ��L]ZQVO�\PM�.QZ[\�8MZ[QIV�/]TN �?IZ��1ZIYQ�NWZKM[�
loyal to Saddam Hussein dropped chemical bombs from planes 
onto residential areas in the town of  Halabja, which had fallen 
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under Kurdish control only two days previously.5 Most infa-
mously, during World War II, Nazi Germany used chemical 
weapons to facilitate their genocide in concentration camps.6 
However, the chemical attack on Ghouta was distinguished 
from previous attacks by an event that occurred more than one 
aMIZ�JMNWZM�\PM�ÅZ[\�[PMTT�NMTT�WV�\PM�,IUI[K][�[]J]ZJ�

In August 2012, President Barack Obama told the White 
House Press Corps that the use of  chemical weapons by the 
Syrian government against its citizens in its civil war would 
KZW[[�I�¹ZML�TQVMº�\PI\�_W]TL�\ZQOOMZ�¹MVWZUW][�KWV[MY]MVK-
es.”7�?PI\�UIVVMZ�WN �¹MVWZUW][�KWV[MY]MVKM[º�LQL�\PM�XZM[-
ident have in mind? How would the United States respond to 
incontrovertible evidence of  chemical attacks by the Syrian 
regime? Would the international community stand by the Unit-
ed States if  it chose to exercise military force?8 As a result of  
\PM�KPMUQKIT�I\\IKS�WV�)]O][\�����������\PM[M�Y]M[\QWV[�UW^ML�
from the realm of  idle speculation and academic conjecture 
into the glare of  the international spotlight. The Syrian civil 
war was no longer merely a regional security concern, for the 
commander in chief  of  the world’s only military superpower 
seemed to have committed his nation’s might against one side 
WN �\PI\�KWVÆQK\��)�VM_�KPIX\MZ�QV�\PM�;aZQIV�KZQ[Q[�PIL�JMO]V�

<PQ[�XIXMZ�[\ZQ^M[�\W�IV[_MZ�\_W�WN �\PM�Y]M[\QWV[�\PI\�IZW[M�
from the chemical attack on Ghouta and President Obama’s 
]T\QUI\]U�NWZ�\PM�;aZQIV�ZMOQUM"�ÅZ[\��LQL�8ZM[QLMV\�7JIUI¼[�
¹ZML�TQVMº�ZMUIZS�ZMÆMK\�IV�QV\MZVI\QWVIT�KWV[MV[][�\PI\�\PM�
use of  chemical weapons by the Syrian government must be 
met with international intervention in the Syrian civil war? 
Second, did the president’s choice of  words result in a more ro-
bust international response to the chemical attack than would 
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W\PMZ_Q[M�PI^M�JMMV�KIZZQML�W]\'�*a�ILLZM[[QVO�\PM[M�Y]M[-
tions, this paper aspires to contribute to active discourse about 
the legitimacy of  international intervention when states use 
KPMUQKIT�_MIXWV[�QV�KQ^QT�KWVÆQK\[�IVL�\W�XZW^QLM�QV[QOP\�QV\W�
the role of  the  President of  the United States in galvanizing 
such intervention.

On August 20, 2012, President Obama appeared before the 
White House Press Corps to make a brief  statement about the 
5MLQKIZM�XZWOZIU�IVL�\W�\ISM�Y]M[\QWV[�IJW]\�W\PMZ�Q[[]M[��
7VTa�\PM�ÅVIT�Y]M[\QWVMZ�QVY]QZML�IJW]\�\PM�;aZQIV�+Q^QT�?IZ��
asking if  the President “envision[ed] using U.S. military, if  sim-
ply for nothing else, the safe keeping of  the chemical weapons” 
in Syria, and if  the President felt that those weapons were in 
safe hands at that time.9

Concurrently, in Syria, opposition forces were beginning to 
gain traction. The United Nations Security Council had re-
cently condemned the Syrian government for human rights 
abuses against protesters, and Saudi Arabia had denounced 
Bashar al-Assad’s government and recalled its ambassador.10 
.WZ�\PM�ÅZ[\�\QUM��Q\�[MMUML�OMV]QVMTa�XW[[QJTM�\PI\�\PM�)[[IL�
regime might be violently overthrown by the rebel forces. This 
possibility aroused serious concerns about what actions these 
forces might take with Syria’s considerable chemical weapons 
stockpiles if  it should gain control over them.

)OIQV[\�\PQ[�JIKSLZWX��8ZM[QLMV\�7JIUI�OI^M�I�[QOVQÅKIV\�
ZM[XWV[M�\W�\PM�Y]M[\QWV�IJW]\�\PM�XW[[QJQTQ\a�WN �=�;��UQTQ\IZa�
involvement in Syria. He said:

Understanding the Red Line
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1V�\PM�ÅVIT�UWUMV\[�WN �I�\_MV\a�UQV]\M�XZM[[�KWVNMZMVKM��\PM�
president made three distinct assertions, which are italicized 
in the above excerpt. First, it is unacceptable for the Syrian 
opposition, terrorists, or other rogue actors to gain control of  
the chemical weapons held by the Syrian regime. Second, the 
UWJQTQbI\QWV�WZ�][M�WN �KPMUQKIT�_MIXWV[�[PW]TL�[QOVQÅKIV\Ta�
alter the way foreign actors make decisions about involvement 
in the Syrian civil war. Third, the movement or use of  chemi-
KIT�_MIXWV[�[PW]TL�\ZQOOMZ�¹MVWZUW][�KWV[MY]MVKM[º�NWZ�\PM�
responsible parties.

-IKP�WN �\PM[M�I[[MZ\QWV[�Q[�I�[QOVQÅKIV\�KTIQU�[]JRMK\�\W�TQ^MTa�
debate and disagreement among nations. To date, there have 
JMMV�VW�QVLMXMVLMV\Ta�^MZQÅML�IKY]Q[Q\QWV[�WZ�][M[�WN �KPMUQKIT�
weapons by Syrian opposition. The president’s consideration 
of  courses of  action for that eventuality, while providing inter-
esting context for his broader remarks, has had few concrete 
KWV[MY]MVKM[��<PQ[�XIXMZ�_QTT�LQ[K][[�\PM�TI\\MZ�\_W�KTIQU[��
which came under intense scrutiny following the Syrian gov-

We cannot have a situation where chemical or 
biological weapons are falling into the hands of  
the wrong people. We have been very clear to 
the Assad regime, but also to other players on 
the ground, that a red line for us is we [sic] start 
seeing a whole bunch of  chemical weapons mov-
ing around or being utilized. That would change 
Ua�KITK]T][���<PI\�_W]TL�KPIVOM�Ua�MY]I\QWV°�
We have communicated in no uncertain terms 
with every player in the region that that’s a red 
line for us and that there would be enormous 
KWV[MY]MVKM[�QN �_M�[\IZ\�[MMQVO�UW^MUMV\�WV�\PM�
chemical weapons front or the use of  chemical 
weapons.  That would change my calculations 
[QOVQÅKIV\Ta��MUXPI[Q[�ILLML��11
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ernment’s chemical attack on Ghouta.

There is good cause to believe that an international norm 
against the use of  chemical weapons does exist. The Geneva 
Gas Protocol of  1925, to which Syria is a party, condemns 
the use of  “asphyxiating, poisonous or other gases, and of  all 
IVITWOW][�TQY]QL[��UI\MZQIT[��WZ�LM^QKM[º�12 Syria is also a party 
to the Geneva Conventions of  1949, which provide general 
protections to parties engaged in both international and civil 
warfare.13 In 1997, members of  the international community 
established the Chemical Weapons Convention (CWC), un-
der which nations agreed not to “develop, produce… use… or 
engage in any military preparations to use chemical weapons” 
in either international or civil warfare.14 To date, 189 out of  
the world’s 204 sovereign states have joined the CWC. Clearly, 
in most cases, international law explicitly condemns the use of  
chemical weapons.

However, the use of  chemical weapons in the Syrian civil war 
falls within a narrow band of  exceptions to each of  these pro-
hibitions. The Geneva Gas Protocol of  1925 is binding only 
on its signatories “between themselves;” that is, it creates no 
WJTQOI\QWV[�QV�KQ^QT�KWVÆQK\[�TQSM�\PM�WVOWQVO�_IZ�QV�;aZQI�JM-
cause while the incumbent government may be a signatory, the 
opposition is not.15�5WZMW^MZ��;aZQI�PI[�VW\�RWQVML�I�[XMKQÅK�
section, Additional Protocol II, of  the Geneva Conventions 
\PI\�_W]TL�IXXTa�\PMQZ�[\ZQK\]ZM[�\W�KQ^QT�KWVÆQK\��.QVITTa��;aZQI�
is one of  only 15 nations that have not joined the CWC, and its 
provisions are therefore not binding on Assad’s government.17 
Syria does have certain obligations related to the use of  chemi-

)V�1V\MZVI\QWVIT�:ML�4QVM'
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cal weapons under the Genocide Convention and the Interna-
tional Covenant on Civil and Political Rights.18 However, Blake 
and Mahmud assert that “if  Syria used chemical weapons to 
unlawfully kill civilians or to perpetrate genocide, those actions 
would be a violation of  Syria’s treaty obligations” under that 
convention, but no more so than if  the Syrian regime had used 
conventional weapons to perform the same acts.19 Failing to 
ÅVL�I�KTMIZ�QV[\IVKM�QV�_PQKP�\PM�;aZQIV�OW^MZVUMV\¼[�][M�WN �
chemical weapons violates explicit international law, we must 
TWWS�JMaWVL�\PM�KWVÅVM[�WN �JTIKS�TM\\MZ�TI_�\W�ÅVL�KWUXMT-
ling evidence that the use of  chemical weapons fundamentally 
changed the international community’s willingness to intervene 
in the Syrian civil war.

If  not in explicit law of  treaties or conventions, perhaps a 
strong prohibition against the use of  chemical weapons exists 
in customary international law. Customary laws are the “inter-
national obligations arising from established state practice… 
established by showing state practice and opinio juris [the be-
lief  that certain actions are or are not undertaken due to some 
obligation].”20 The International Committee of  the Red Cross 
(ICRC), an authority on customary international humanitar-
ian law,21 articulates in its Rule 74 that “the use of  chemical 
weapons is prohibited.”22�<W�[]XXWZ\�Q\[�ÅVLQVO�WN �K][\WUIZa�
law, the ICRC cites the treaties and conventions discussed here, 
military manuals of  numerous countries, and legislation from 
many states, all of  which condemn the use of  chemical weap-
WV[��<PM�WZOIVQbI\QWV�VW\M[�QV�XIZ\QK]TIZ�\PI\�ITT�KWVÅZUML�
chemical weapons attacks since the 1930s have been widely 
LMVW]VKML�Ja�W\PMZ�[\I\M[��5W[\�[QOVQÅKIV\Ta��\PM�1+:+�ÅVL[�
that “no State has claimed that chemical weapons may lawful-
ly be used in either international or non-international armed 
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KWVÆQK\[��7V�\PM�KWV\ZIZa��\PMZM�IZM�V]UMZW][�[\I\MUMV\[�\W�
\PM�MٺMK\�\PI\�KPMUQKIT�_MIXWV[�U][\�VM^MZ�JM�][ML�IVL�U][\�
be eliminated”.23�<PM[M�ÅVLQVO[�UMM\�\PM�ÅZ[\�KZQ\MZQWV�VMKM[-
sary to establish a prohibition under customary international 
law: they demonstrate that the use of  chemical weapons is not 
a state practice of  any nation, and that many nations have ad-
WX\ML�IٻZUI\Q^M�[\I\M�XZIK\QKM[�IOIQV[\�[]KP�IK\QWV[��0W_M^MZ��
they do not so clearly establish opinio juris. Do all nations refrain 
from using chemical weapons out of  a sense of  international 
legal obligation? The fact that 189 states are party to the CWC 
suggests that the vast majority of  nations share such a sense of  
WJTQOI\QWV��J]\�Q[�KMZ\IQVTa�VW\�LQ[XW[Q\Q^M�WN �\PM�Y]M[\QWV�NWZ�
the remaining 15 states—and therefore for the international 
community as a whole.

Key international precedent suggests that prohibitions on the 
exercise of  chemical weapons do not, in fact, demonstrate 
opinio juris. In an advisory opinion entitled “Legality of  the 
Threat or Use of  Nuclear Weapons,” the International Court 
of  Justice (ICJ) found that nations may adopt non-use of  weap-
ons of  mass destruction as a state practice for policy purposes 
independent of  any perceived international obligation. Fur-
thermore, the ICJ noted that some states may not have used 
weapons of  mass destruction simply because circumstances 
that would justify their use have not yet arisen.24 Again, tradi-
tional views of  international law fall short of  supporting Presi-
dent Obama’s contention that the use of  chemical weapons in 
\PM�;aZQIV�KWVÆQK\�_W]TL�\ZIV[OZM[[�IV�QUXWZ\IV\�JW]VLIZa�

Do cultural traditions provide a stronger argument for a spe-
cial prohibition against the use of  chemical weapons? The 
use of  chemical weapons in warfare has been documented for 
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thousands of  years. Ancient Greek mythology and history are 
ZQNM�_Q\P�ZMNMZMVKM[�\W�XWQ[WV�IZZW_[��¹/ZMMS�ÅZM�º�IVL�W\PMZ�
chemical weapons. Throughout these works, chemical weap-
ons are presented as dishonorable, treacherous tools of  war,25 a 
tradition that continues throughout famous Western works in-
cluding Hamlet, in which the antagonist is suggested to murder 
the title character’s father with poison.26�)\�ÅZ[\�JT][P��Q\�[MMU[�
ZMI[WVIJTM�\W�I[[MZ\�I�[\ZWVO�K]T\]ZIT�JI[Q[�NWZ�I�ÅZU�XZWPQJQ-
tion on the use of  chemical weapons.

0W_M^MZ��I\\Q\]LM[�\W_IZL�KPMUQKIT�_MIXWV[�^IZa�[QOVQÅKIV\-
ly between cultures. Frances Harbour, a scholar of  Middle 
Eastern security, argues that many nations with strong legal or 
K]T\]ZIT�ZWW\[�QV�1[TIUQK�\ZILQ\QWV�LW�VW\�ÅVL�?M[\MZV�WJRMK-
tions to the use of  chemical weapons particularly compelling. 

She wrote in 1995 that 
while “Western tradition 
has long condemned 
using poisons in warfare 
as peculiarly unsavory,” 
Islamic tradition pro-
vides no similar prohibi-
tion.27 The Qur’an, the 
holiest book of  Islam, 
teaches “if  one aveng-
es himself  after he has 
been wronged, there 
is no way of  blaming 
him.” Islamic states-
men have argued based 

on this tenet that their nations must be permitted to maintain 
chemical weapons stockpiles to preserve their ability to respond 

No strong consensus 
within the international 
community supported 
President Obama’s fo-
cus on chemical weap-
ons as the crux of  dis-
cussion about foreign 
intervention in Syria.
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in kind to the use of  weapons of  mass destruction by their en-
emies.28 Finally, Harbour argues, “the duty to defend the com-
munity has a special moral weight in the Islamic tradition,” 
barring leaders from surrendering any mechanism by which it 
might defend the homeland from future attack.29 Each of  these 
connections with the Islamic tradition illustrate the central 
challenge facing any cultural argument for a global chemical 
weapons prohibition: culture is fundamentally local, and will 
QVM^Q\IJTa�^IZa�[QOVQÅKIV\Ta�JM\_MMV�VI\QWV[�WZ�W\PMZ�XIZ\QM[�QV�
KWVÆQK\��?M�U][\�\PMZMNWZM�LQ[UQ[[�I�]VQ^MZ[ITTa�IXXTQKIJTM�K]T-
tural rationale for President Obama’s ultimatum to the Syrian 
government.

President Obama was asked to discuss the prospect of  mili-
tary intervention in Syria by the United States. In response, 
he established a test based strictly on the movement or use of  
chemical weapons. By doing so, the president strongly implied 
that the United States would not intervene unless his “red line” 
was crossed—and would act swiftly when it was. Neither ex-
plicit nor customary international law forbade Syria from using 
KPMUQKIT�_MIXWV[��IVL�\PI\�_QLMTa�LQٺMZQVO�K]T\]ZIT�VWZU[�
preclude a clear social consensus against the use of  such weap-
ons; no strong consensus within the international community 
supported President Obama’s focus on chemical weapons as 
the crux of  discussion about foreign intervention in Syria.

After the “red line” was crossed during the chemical attack on 
Ghouta, President Obama faced enormous pressure to fol-
low through with military force. One poll in the intervening 
months between the president’s original statement and the 

Actions and “Enourmous Consequences
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Ghouta attack showed that while only 17% of  Americans sup-
ported U.S. military involvement prior to the chemical attack, 
63% would support such involvement if  compelling evidence 
showed that the Syrian government had used chemical weap-
ons.30 At one time, military and diplomatic insiders indicated 
that the U.S. planned to strike with a barrage of  as many as 
one hundred Tomahawk cruise missiles targeted to destroy Syr-
ian government installations throughout the country.31 But in 
a surprising turn of  events, on September 14, 2013, President 
Obama announced that Secretary of  State John Kerry had 
reached an accord with the Russian government—a key ally 
of  the Assad regime—to systematically take Syria’s chemical 
weapons stockpiles under international control for their even-
tual destruction. To date, neither the United States nor any 
other major world power has taken any further action against 
the Syrian government.

0W_�_W]TL�\PQ[�ZM[XWV[M�PI^M�LQٺMZML�QN �8ZM[QLMV\�7JIUI�
had not articulated a “red line” prohibition on chemical weap-
ons? The rhetoric of  the President of  the United States can 
LZIUI\QKITTa�QVÆ]MVKM�)UMZQKIV�X]JTQK�WXQVQWV�33, 34 While the 
ability of  the president to shape international discourse and 
action is less certain, scholars such as Bonnie Dow have argued 
\PI\�_PMV�\PM�XZM[QLMV\�[XMIS[�]VMY]Q^WKITTa�IJW]\�KZQ[Q[��I[�
President Obama did in August 2012, his words have the pow-
er to galvanize support for international action.35 The experi-
ence of  international diplomacy during the second half  of  the 
twentieth century, particularly during the Cold War, convinced 
W\PMZ�WJ[MZ^MZ[�WN �\PM�[QOVQÅKIVKM�WN �TMILMZ[¼�_WZL[�\W�\PM�W]\-
comes of  international disputes.36

However, an executive’s popular rhetoric about a particular 
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course of  action can often narrow, rather than broaden, the 
range of  options available for future conduct. A leader rallies 
support by proclaiming the importance of  a particular choice, 
J]\�QN �PM�Q[�[]KKM[[N]T��PM�UIa�ÅVL�QV�\PM�N]\]ZM�\PI\�[]XXWZ\�NWZ�
IVa�W\PMZ�KPWQKM�PI[�_IVML�[QOVQÅKIV\Ta��)N\MZ�ITT��Ja�OI\PMZQVO�
favor for one option, he has elevated it high above all others in 
the public’s view. As Wheeler wrote of  a leader’s “words and 
deeds” in Saving Strangers, “the former constitute the latter 
by establishing the boundaries of  what is possible.”37 That is, a 
leader’s diction about 
an incident will inevita-
JTa�QVÆ]MVKM�PQ[�WZ�PMZ�
range of  future op-
tions. I will argue that 
\PQ[�TQUQ\QVO�MٺMK\��Ja�
which leaders dictate, 
intentionally or oth-
erwise, the terms and 
conditions of  possible 
action, is the most sig-
VQÅKIV\�KWV[MY]MVKM�WN �
President Obama’s “red 
line.”

Michael Walzer, a noted scholar of  “just war” theory, describes 
the categorical imperatives he believes should govern modern 
warfare. In one chapter, Walzer discusses the conditions under 
_PQKP�QV\MZVI\QWVIT�QV\MZ^MV\QWV�QV�IZUML�KWVÆQK\�Q[�R][\QÅML��
Walzer reasons, based in large part on the writings of  John 
Stuart Mill, that nations must not intervene in one another’s 
IٺIQZ[�QV�WZLMZ�\W�XZWUW\M�WVM�[a[\MU�WN �OW^MZVUMV\�W^MZ�
another, because, he contends, “Self-determination is the right 

An executive’s popular 
rhetoric about a par-
ticular course of  action 
can often narrow, rather 
than broaden, the range 
of  options available for 
future conduct. 
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WN �XMWXTM�\W�JMKWUM�NZMM�Ja�\PMQZ�W_V�MٺWZ\[�º38 Walzer goes 
on to argue that nations should not cross one another’s bor-
ders for the purpose of  making war at all, except in a narrow 
set of  circumstances. One such circumstance is humanitarian 
intervention in cases where human rights abuses make free and 
fair “self-determination” impossible.39 While Walzer argues in 
W\PMZ�KI[M[�\PI\�QV\MZ^MV\QWV�Q[�R][\QÅML�WVTa�_PMV�Q\�¹JITIVK-
es, and does no more than balance” the powers in an armed 
KWVÆQK\�\W�XZWUW\M�[MTN�LM\MZUQVI\QWV�40�PM�MUXTWa[�I�LQٺMZMV\�
[\IVLIZL�QV�KI[M[�WN �P]UIV�ZQOP\[�IJ][M[��+I[\QVO�Wٺ�\PM�VW-
tion of  balance, Walzer argues that “people who initiate mas-
sacres lose their right to participate in the normal… process of  
domestic self-determination. Their military defeat is morally 
necessary.”41 Based on the principle that those who massacre 
others irreparably harm the process of  national self-determi-
nation, Walzer would clearly advocate robust military interven-
tion against Assad’s government. His rationale is particularly 
QV\MZM[\QVO�IVL�QUXWZ\IV\�\W�W]Z�]VLMZ[\IVLQVO�WN �\PM�MٺMK\[�
of  President Obama’s “red line”: Walzer would not view the 
use of  chemical weapons as an inherent evil, but instead would 
consider their use in the Ghouta massacre as one among a lita-
ny of  serious crimes by the Assad regime that collectively form 
a clear case for intervention.

Contemporary observers have also argued that a strong ratio-
nale for military intervention in Syria exists independent of  
the use of  chemical weapons. Some analysts agree with the 
reasoning Walzer proposed many years earlier and argue that 
the mounting evidence of  civilian massacres by the Syrian gov-
MZVUMV\�Q[�[]ٻKQMV\�KI][M�\W�QV\MZ^MVM�\W�XZW\MK\�\PI\�VI\QWV¼[�
people.42 These authors argue that the use of  chemical weap-
ons did little to alter the mandate for international intervention 
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QV�\PM�;aZQIV�KWVÆQK\��KWV\MVLQVO�\PI\�\PM�OW^MZVUMV\¼[�I\ZWKQ-
ties justify intervention independent of  international norms re-
garding chemical weapons. Amir Tahiri wrote just three weeks 
before the Ghouta attack that “concern about the possibility 
of  a larger massacre [using chemical weapons] does not justify 
QVLQٺMZMVKM�\W�\PM�LIQTa�SQTTQVO[�ITZMILa�\ISQVO�XTIKM�º43 Blake 
and Mahmud argue that a strict focus on chemical weapons 
has distracted from the Assad regime’s brutality exercised by 
conventional means, and that the government’s mass killings of  
KQ^QTQIV[�R][\QÅML�QV\MZ^MV\QWV�TWVO�JMNWZM�\PM�/PW]\I�I\\IKS�44 

While these authors agree that some action should be taken 
against the Syrian regime, they disagree fundamentally with 
8ZM[QLMV\�7JIUI�IJW]\�\PM�XZW`QUI\M�R][\QÅKI\QWV�NWZ�\PI\�
action.

Others provide utilitarian arguments for intervention based 
on principles of  military strategy and international security. 
Scholars of  military theory have argued that targeted airstrikes 
IOIQV[\�IQZÅMTL[�KWV\ZWTTML�Ja�\PM�)[[IL�ZMOQUM�KW]TL�LMKZMI[M�
the number of  casualties from the civil war by dramatically 
diminishing the government’s ability to target civilian areas. 
<PM[M�[\ZQSM[�_W]TL�IT[W�JM�M`XMK\ML�\W�XQ\KP�\PM�KWVÆQK\�
toward ground battles in less-populated areas, where rebel 
OZW]X[�IZM�UWZM�MY]ITTa�UI\KPML�_Q\P�ZMOQUM�NWZKM[�45 Still oth-
ers argue that international arms embargoes against Syria—to 
which more than 100 nations are parties—provide a mandate 
\W�QV\MZ^MVM�IVL�QV\MZLQK\�\PM�ÆW_�WN �_MIXWV[�JMQVO�[U]O-
OTML�QV\W�\PM�KW]V\Za�NZWU�1ZIY�IVL�1ZIV�46�)�ÅVIT�IZO]UMV\�
supposes that the unsupervised overthrow of  the Syrian gov-
ernment would leave a “power vacuum” and invite terrorist or 
extremist interests to take control of  the country, jeopardizing 
international security interests.47 A panoply of  legitimate caus-
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es for international intervention in Syria have been proposed, 
MIKP�WN �_PQKP�_W]TL�TQSMTa�TMIL�\W�[XMKQÅK�UQTQ\IZa�IK\QWV[�_Q\P�
TI[\QVO�KWV[MY]MVKM[�QV�\PM�JTWWLa�KQ^QT�_IZ�

However, despite these diverse calls for aggressive intervention, 
the United States has taken no further action since its mission 
to bring Syria’s weapons stockpiles under international control, 
and has not indicated any interest in taking further action in 
the future. Without the support of  the world’s only superpow-
er, no other nation has taken or is likely to take action to end 
the civil war.48 Why have so many apparently legitimate causes 
of  action been passed over in the Syrian crisis? It is likely that 
President Obama’s remarks superseded each of  these causes, 
replacing them with a single test—were chemical weapons 
used?—and a single option for intervention—action to prevent 
further abuse of  those weapons. While President Obama’s 
clear stance against chemical attacks made possible the action 
he sought, which took Syria’s chemical arsenal under interna-
tional control, it also provided a convenient opportunity for the 
international community to declare “mission accomplished” 
and turn its focus away from further intervention in the civil 
war. Having completed their only stated objective, little incen-
tive remained for the United States or its allies to face the risks 
and costs of  military intervention. Intentionally or not, Presi-
dent Obama circumscribed the eventual international response 
Ja�LMÅVQVO�KPMUQKIT�I\\IKS[�I[�\PM�)[[IL�ZMOQUM¼[�UW[\�[MZQW][�
transgression. To use Wheeler’s phrase, the president “estab-
lished the boundaries of  what is possible,”49 shifting attention 
I_Ia�NZWU�W\PMZ�_IZ�KZQUM[�IVL�WV\W�WVM�VIZZW_Ta�LMÅVML�
aspect of  the Syrian crisis. 

President Obama did not, it seems to an outside observer, 
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stand to gain from precluding international intervention based 
on other causes of  action; therefore, it seems unlikely that he 
LMTQJMZI\MTa�KWVNW]VLML�W\PMZ�MٺWZ\[�\W�[\MX�QV\W�\PM�;aZQIV�
KQ^QT�_IZ��0Q[�ZPM\WZQK¼[�TQUQ\QVO�MٺMK\[�_MZM�TQSMTa�IV�]VQV\MVL-
ML¸IVL�XMZPIX[�]V_MTKWUM¸[MKWVL�WZLMZ�KWV[MY]MVKM�WN �
his chosen strategy for discouraging the combatants from using 
chemical weapons. That the President of  the United States 
[\]UJTML�]V_Q\\QVOTa�QV\W�[]KP�I�KWV[MY]MV\QIT�XW[Q\QWV�_Q\P�
one turn of  phrase in a press conference is cause for some con-
cern; other leaders and decision makers would do well to study 
carefully the circumstances that made this mistake so conse-
Y]MV\QIT�

<PM�KWV\M`\�WN �8ZM[QLMV\�7JIUI¼[�ÅZU�[\I\MUMV\�IOIQV[\�\PM�
use of  chemical weapons suggested that he intended to enforce 
that prohibition with military force, if  necessary. However, 
principles of  explicit and customary international law and a 
close analysis of  cultural perspectives suggest that President 
Obama’s “red line” did not enjoy consensus support in the 
international community, and so did not carry a clear mandate 
for the United States and its allies to enforce the prohibition 
with their military might. Contrasting the diversity of  pub-
lished causes for international action in the Syrian civil war 
with the narrowness of  the eventual response (the action that 
brought Syria’s chemical weapons under international control) 
ZM^MIT[�I�XW[[QJTM�KWV[MY]MVKM�WN �8ZM[QLMV\�7JIUI¼[�ZPM\WZQK�
that is consistent with existing scholarship about the power 
WN �XZM[QLMV\QIT�WZI\WZa�\W�QVÆ]MVKM�QV\MZVI\QWVIT�IK\QWV��;XM-
KQÅKITTa��Ja�¹[XMISQVO�]VMY]Q^WKITTaº�IJW]\�\PM�;aZQIV�KZQ[Q[��
President Obama marshaled international actors to support 

Lessons from Ghouta
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PQ[�\MZU[�NWZ�QV\MZ^MV\QWV�QV�\PM�;aZQIV�KWVÆQK\#50 however, by 
doing so, the president “established the boundaries of  what is 
possible” and precluded further intervention based on other 
grievances or interests.51

While these conclusions may foster a better understanding of  
\PM�;aZQIV�KQ^QT�_IZ��\PMa�IZM�WN �TQ\\TM�LQZMK\�[QOVQÅKIVKM�\W�\PI\�
KWVÆQK\��I[�\PM�QLMIT�UWUMV\�NWZ�MٺMK\Q^M�QV\MZVI\QWVIT�QV\MZ-
vention in Syria has long since passed.52 Instead, the lessons we 
OTMIV�NZWU�/PW]\I�IZM�UW[\�[QOVQÅKIV\�I[�_M�TWWS�IPMIL�\W�\PM�
weighty task of  preventing—and when necessary, responding 
to—future abuses of  chemical weapons. Leaders who study 
\PM�KWV[MY]MVKM[�WN �8ZM[QLMV\�7JIUI¼[�¹ZML�TQVMº�_QTT�TMIZV�
that while it ultimately did not discourage the Assad regime 
from using chemical weapons, it did allow the United States to 
form an international coalition in support of  seizing the gov-
ernment’s stockpiles of  those weapons, despite legal barriers 
IVL�K]T\]ZIT�LQٺMZMVKM[��5W[\�QUXWZ\IV\Ta��\PMa�_QTT�TMIZV�\PI\�
\PM�[XMKQÅK�MTMUMV\[�WN �\PM�;aZQIV�KZQ[Q[�\PI\�8ZM[QLMV\�7JIUI�
KPW[M�\W�LQ[K][[�X]JTQKTa�Y]QKSTa�JMKIUM�\PM�[WTM�NWK][�WN �QV-
ternational debate, and that subtleties he did not address from 
\PM�W]\[M\�Y]QKSTa�JMKIUM�TW[\�IUQL�\PM�MKPWM[�WN �PQ[�WZQOQVIT�
proclamation.

President Obama likely did not intend to constrain the inter-
national response to the Syrian civil war; he had little incentive 
to tie his own hands to preclude intervention in furtherance of  
national interest or international norms. However, in his role as 
agenda-setter, President Obama would have done well to exer-
cise greater restraint in his word choice. To draw a “red line” 
Q[�\W�[]OOM[\�I]\WUI\QK��QUUMLQI\M��IVL�LQZM�KWV[MY]MVKM[�NWZ�
transgressors. This may have been the president’s intention—
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his strong rhetoric probably discouraged the use of  chemical 
_MIXWV[�QV�\PM�;aZQI��I\�TMI[\�\MUXWZIZQTa¸J]\�\PM�[XMKQÅK�TIV-
O]IOM�PIL�I�[MKWVL�MٺMK\"�IN\MZ�)]O][\�����������KWV^MZ[I\QWV�
IJW]\�\PM�;aZQIV�KWVÆQK\�_Q\PQV�\PM�=�;��IVL�IJZWIL�KWV[QL-
ered (if  not outright focused on) the meaning of  the “red line.” 
When the Assad regime took a bridge too far in Ghouta, U.S. 
X]JTQK�WXQVQWV�Y]QKSTa�KWV^MZOML�WV�IK\QWV�WN �[WUM�SQVL�53 
However, once an agreement had been reached to take chem-
QKIT�_MIXWV[�Wٺ�\PM�\IJTM�QV�;aZQI��VW�UIVLI\M�_I[�TMN\�NWZ�
further intervention. The president had successfully focused the 
conversation on chemical weapons for more than a year. When 
they were no longer a factor, the Syrian “problem” as many 
had come to see it was resolved.

*]\�\PM�ZMITQ\a�WV�\PM�OZW]VL��WN �KW]Z[M��_I[�^MZa�LQٺMZMV\��
A multitude of  other crimes by the Assad regime might pro-
vide legitimate causes for international action,54 but President 
7JIUI¼[�MٺMK\Q^M�VIZZI\Q^M�IJW]\�\PM�XZMMUQVMVKM�WN �\PM�
danger posed by chemical weapons so dramatically sidelined 
these other transgressions that even now, in the absence of  the 
chemical threat, the conversation about further intervention to 
punish the Assad regime for its other crimes is conspicuously 
UQ[[QVO��<PQ[�Q[�\PM�ZMIT�KWV[MY]MVKM�WN �8ZM[QLMV\�7JIUI¼[�
“red line.”

By studying President Obama’s example, leaders faced with 
[QUQTIZ�KQZK]U[\IVKM[�QV�\PM�N]\]ZM�UQOP\�LM^MTWX�UWZM�MٺMK-
tive strategies for speaking in times of  crisis to advance their 
cause without constraining their opportunities for further ac-
tion, either by using rhetoric with less weighty connotations or 
IK\Q^MTa�M`XZM[[QVO�\PM�VMML�NWZ�ÆM`QJQTQ\a�QV�ZM[XWV[M�\W�KPIVO-
ing circumstances. 
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With policy makers’ strong belief  that export is a ma-
jor element for promoting economic development, 
UIVa� KW]V\ZQM[� PI^M� M[\IJTQ[PML� WٻKQIT� -`XWZ\�

Credit Agencies (ECAs) to support domestic export industries. 
As they provide state backing for large-scale and long-term 
\ZIV[IK\QWV[��-+)[�PI^M�JMKWUM�PQOPTa�QVÆ]MV\QIT�XTIaMZ[�QV�QV-
\MZVI\QWVIT� \ZILM� IVL� ÅVIVKQIT�UIZSM\[� \PM[M� LIa[�� -[XMKQITTa�
L]ZQVO� IVL� IN\MZ� \PM� ZMKMV\� ÅVIVKQIT� KZQ[Q[�� -+)[¼� \ZILQ\QWVIT�
role as a public insurer of  last resort have become more conspic-
uous. However, consensus on the role of  ECAs in promoting 
export growth and their impacts on the overall economy have 
been divided for many years. Proponents say ECAs expand mar-
ket capacities by covering risks that private sector actors cannot 
control and thus contribute to reducing disparity in the global 
economy. Others argue that export credit is a biased trade sub-
sidy, and it causes more severe economic distortion both domes-
tically and globally.

This study provides an empirical evaluation on ECA perfor-
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UIVKM�NWZ�XWTQKaUISMZ[��1\�LQ[XTIa[�\PZMM�Y]M[\QWV[�QV�\PM�WZLMZ�
_PQKP� XWTQKaUISMZ[� [PW]TL� Y]M[\QWV� \PMU[MT^M[� QV� XZIK\QKQVO�
M`XWZ\�KZMLQ\[��.QZ[\Ta��Q\�[\IZ\[�NZWU�I�[QUXTM�Y]M[\QWV��LW�-+)[�
JMVMÅ\�\PM�MKWVWUa'#�\PQ[�[\]La�KWVL]K\[�IV�MUXQZQKIT�IVITa[Q[�
on ECAs’ performance in promoting export growth, job cre-
I\QWV�� QVKWUM�OZW_\P�� IVL�LWUM[\QK� ÅVIVKQIT� IK\Q^Q\QM[��<PMV�
\PM�VM`\�Y]M[\QWV� Q[�KIV�\PM[M�JMVMÅ\[�JM�[][\IQVIJTM'#� Q\�M^IT-
]I\M[� PW_� TWVO� \PM� KW]V\Za� MVRWa[� \PM� JMVMÅ\[� NZWU� KZMI\QVO�
-+)��4I[\Ta��\PQ[�[\]La�M`IUQVM[�\PM�MٻKQMV\�[\Z]K\]ZM�\W�XZW-
vide export credits.

For empirical evidence, this study uses the panel data regression 
WN ����KW]V\ZQM[�\PI\�PI^M�WٻKQIT�-+)[�NZWU��!���\W������1 It 
]\QTQbM[� \PM�[\IOOMZQVO�\QUQVO�WN �-+)�M[\IJTQ[PUMV\[� QV�LQٺMZ-
MV\�aMIZ[�NWZ�QLMV\QÅKI\QWV�IVL�][M�\PM�LQٺMZMVKM[�QV�LQٺMZMVKM[�
method for estimation.

<PQ[�[\]La�ÅVL[�\PI\�M`XWZ\[�WN �I�KW]V\Za�\MVL�\W�QVKZMI[M�IN-
ter ECA creation, but the 
XW[Q\Q^M�MٺMK\�LWM[�VW\�TI[\�
in a longer period of  time. 
Moreover, this positive ef-
fect mostly comes from di-
rect export credit scheme 
(export guarantee is insig-
VQÅKIV\� QV� QVKZMI[QVO� M`-
ports). Yet, expanding di-
rect export credits hinders 
XZQ^I\M�ÅVIVKQIT�[MK\WZ[¼�TMVLQVO�IK\Q^Q\QM[�'<PM�WZOIVQbI\QWV�WN �
the paper is as follows: Section 2 takes a cursory look at ECAs 
to identify properties and issues of  ECAs, and reviews previous 
studies on their performance. Section 3 provides an empirical 

Exports of  a country tend 
to increase after ECA 
creation, but the positive 
MٺMK\�LWM[�VW\� TI[\� QV� I�
longer period of  time.
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analysis of  1) impacts of  ECA creation on countries’s economy, 
2) patterns of  ECAs’ impacts over time, and 3) sub-categorized 
impacts by types of  ECA intervention; guarantee alone or both 
of  guarantee and direct loan. In Section 4, it discusses the im-
plication of  empirical results from Section 3, and suggests policy 
recommendation in practicing export credits. Lastly, Section 5 
concludes with a brief  summary.

An ECA is a private or government entity that acts as an in-
termediary between national govern- ments and exporters by 
XZW^QLQVO�M`XWZ\�KZMLQ\[��-`XWZ\�KZMLQ\[�IZM�][ML�\W�ÅVIVKQITTa�
support the sale of  goods and services in international markets. 
The primary objective of  the ECA is to promote national ex-
ports and to create more jobs. Export is an important factor for 
country’s economic growth and development because the trade 
LMÅKQ\��\PM�KW]V\Za�QUXWZ\[�UWZM�\PIV�Q\�M`XWZ\[��UIa�PI^M�VMO-
ative impact on the country’s wealth. Therefore, the government 
casts ECA as a useful tool to support domestic export industries 
and therefore the economy.

/W^MZVUMV\�-+)[�IZM�UIQVTa�\W�XZW^QLM�ÅVIVKQIT�[]XXWZ\�NWZ�
export orders to countries that pose a political or economic risk. 
Though ECAs can be both public and private, there is a clear 
distinction. The private ECAs include commercial banks, pri-
^I\M�QV[]ZIVKM�KWUXIVQM[�IVL�ÅVIVKQIT�QV[\Q\]\QWV[�\PI\�XZW^QLM�
their services on their own account. The government on the 
W\PMZ� PIVL�� []XXWZ\[� \PM� X]JTQK�� WZ� WٻKQIT�� -+)��4WIV[� IVL�
O]IZIV\MM[�XZW^QLML�Ja�WٻKQIT�-+)[�IZM� IK\]ITTa� O]IZIV\MML�
by the government and hence fully liable in case of  default. As 
M`XWZ\�KZMLQ\[�XZW^QLML�Ja�WٻKQIT�-+)[�KMZ\IQVTa�PI^M�NI^WZIJTM�
KWVLQ\QWV[��\PMa�IZM�ZI\PMZ�][ML�\W�ÅVIVKM�WZ�QV[]ZM�ZQ[Sa�KW[\Ta�

Objective of  ECAs
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transactions that private sectors can hardly handle. (In this pa-
XMZ��_M�_QTT�ZMNMZ�\W�WٻKQIT�-+)[�I[�-+)[�PMZMIN\MZ��IVL�_QTT�
make distinction for commercial ECAs when necessary.)

Since the creation of  the UK’s ECA, Export Credits Guarantee 
Department (ECGD), in 1919, 36 countries have established 
WٻKQIT�-+)[��[MM�<IJTM�����)N\MZ�\PM�?WZTL�?IZ�11��UW[\�-+)[�
concentrated their functions on post-war reconstruction. Since 
\PMV��-+)�ÅVIVKQVO�PI[�M^WT^ML�QV\W�IV�QVKZMI[QVOTa�KWUXTM`�
[\Z]K\]ZM� \W�UMM\� ^IZQW][� VMML[��,]ZQVO� \PM� ZMKMV\� ÅVIVKQIT�
KZQ[Q[��-+)[�PI^M�[QOVQÅKIV\Ta�QVKZMI[ML�\PMQZ�XZM[MVKM�QV�XZW-
viding covers for defaults and rescheduling for troubled debts, 
which however have caused competitions among ECAs. In par-
ticular, ECAs in developing countries that aim for export-driv-
en growth, such as South Korea and China, have competitive-
ly expanded the size of  export credits. Recently competitions 
IUWVO�-+)[�PI^M�QV\MV[QÅML�I[�UIVa�XTIaMZ[�QV�QV\MZVI\QWVIT�
market try to win over each other with favorable condition of  
state backing.

Export credits can be largely categorized into two schemes, 
direct export credit (loan) and export credit guarantee (insur-
ance). The type depends on the mandate given by its govern-
ment. The most widely used scheme is export credit guarantee: 
ECA covers a loan from a private lender. ECAs provide export 
KZMLQ\�O]IZIV\MM�\W�MVKW]ZIOM�ÅVIVKQVO�WN �M`XWZ\[�WN �LWUM[\QK�
suppliers, while providing competitive credit terms to foreign 
J]aMZ[��*a�ZML]KQVO�ÅVIVKQIT�ZQ[S�\W�TMVLMZ[��KZMLQ\�O]IZIV\MM[�
encourage exports to buyers in countries, mainly developing 
KW]V\ZQM[��_PQKP�PI^M�[]ٻKQMV\�ÅVIVKQIT�[\ZMVO\P�\W�PI^M�NWZ-

Development of  ECAs

Types of  Export Credit Financing



SIPR Spring 2014  |  103

eign exchange available for repayments. Direct export credit is 
the loan made directly by ECAs at the lower interest rates to 
foreign buyers of  domestic suppliers. Occasionally, ECA takes 
risk on the interest rate for exporters by subsidizing rates or of-
NMZQVO�I� TW_� TWVO�\MZU�Å`ML� ZI\M�� KITTML� QV\MZM[\� ZI\M� []XXWZ\��
<PM�+WUUMZKQIT�1V\MZM[\�:MNMZMVKM�:I\M��+1::��Q[�\PM�WٻKQIT�
Å`ML�TMVLQVO�ZI\M�IVL�Q[�KITK]TI\ML�Ja�ZMNMZMVKM�\W�\PM�XZMKMLQVO�
month’s average rates for the relevant currency.

<IJTM��"�+W]V\ZQM[�_Q\P�7ٻKQIT�-+)[
Country ECA Year*
United 
Kingdom Export Credits Guarantee Department (ECGD) 1919

Germany Euler Hermes, and KfW 1927

Sweden Swedish Export Credits Guarantee Board (EKN), 
and Swedish Export Credit Corporation (SEK) 1933

United States Export-Import Bank of  the United States (US 
EXIM) 1934

Mexico Banco Nacional de Comercio Exterior 
(Bancomext) 1937

Belgium �,,KM�VI\QWVIT�L]�,]KZWQZM��76ٻ7 1939
Canada Export Development Canada (EDC) 1944
Austria Oesterreichische Kontroll Bank (OeKB) 1946

France Compagnie Française d’Assurance pour le 
+WUUMZKM�-`\uZQM]Z��+7.)+-� 1946

Israel Israel Foreign Trade Risks Insurance Corporation 
(ASHRA) 1957

Norway
-`XWZ\�+ZMLQ\�6WZ_Ia��-S[XWZ\ÅVIV[���IVL�<PM�
Norwegian Guarantee Institute for Export Credits 
(GIEK)

1960

Hong Kong Hong Kong Export Credit Insurance Corporation 
(ECIC) 1966

Portugal +WUXIVPQI�LM�;MO]ZW�LM�+ZuLQ\W[��+7;-+� 1969

Spain -[XI}WTI�LM�;MO]ZW[�LM�+ZMLQ\W�I�TI�-`XWZ\IKQ~V�
(CESCE) 1970

Luxembourg �,,KM�L]�,]KZWQZM��7ٻ7 1971
Italy Servizi Assicurativi del Commercio Estero (SACE) 1977

Sri Lanka Sri Lanka Export Credit Insurance Corporation 
(SLECIC) 1978
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India Export-Import Bank of  India, Export Credit 
Guarantee Corporation (ECGC) 1982

Turkey Export Credit Bank of  Turkey (Türk Eximbank) 1987
Greece Export Credit Insurance Organisation (ECIO) 1988
Australia Export Finance and Insurance Corporation (EFIC) 1991

Columbia Banco de Comercio Exterior de Colombia 
�*IVK~TLM`� 1991

Poland 3WZXWZIKRI�=JMbXQMKbuV�3ZMLa\~_�-S[XWZ\W_aKP�
(KUKE) 1991

Czech 
Republic

Export Guarantee and Insurance Corporation 
(EGAP), and Czech Export Bank 1992

South Korea Korea Trade Insurance Corporation (K-Sure), and 
Export-Import Bank of  Korea (KEXIM) 1992

China Export-Import Bank of  China, and China Credit 
Insurance Corporation (SINOSURE) 1994

Hungary Hungarian Export-Import Bank, and Hungarian 
Export Credit Insurance (MEHIB) 1994

Jordan Jordan Loan Guarantee Cooperation (JLGC) 1994

Slovakia Export-Import Bank of  the Slovak Republic 
(Eximbank SR) 1997

Finland Finnvera and its subsidiary Finnish Export Credit 
Ltd (FEC) 1998

Japan Japan Bank for International Cooperation (JBIC), 
and Nippon Export Investment Insurance (NEXI) 1999

Netherlands Atradius 2001
Denmark Eksport Kredit Fonden (EKF) 2002
Switzerland Swiss Export Risk Insurance (SERV) 2007
New Zealand -`XWZ\�+ZMLQ\�7ٻKM��-+7� 2011
Russia Export Insurance Agency of  Russia (EXIAR) 2011

��aMIZ�WN �\PM�WٻKQIT�-+)�M[\IJTQ[PUMV\

)[�-+)�ÅVIVKQVO�PI[�M`XIVLML�QV\W�UWZM�LQ^MZ[M�NWZU[�WN �Å-
VIVKQVO��\PMZM�PI^M�JMMV�QVKZMI[QVO�KWVÆQK\[�_Q\P�KWUUMZKQIT�
JIVS[�IVL�UW[\�WN �KWVÆQK\[�ZM[QLM�QV�-+)¼[�LQZMK\�KZMLQ\�XZWL-
]K\[��,QZMK\�M`XWZ\�KZMLQ\�[KPMUM�UIa�IT[W�KI][M�KWVÆQK\[�_Q\P�
commercial banks; some complain that the considerable portion 
WN �WٻKQIT�M`XWZ\�KZMLQ\[�Q[�\W�UMZMTa�[]J[\Q\]\M�W\PMZ�M`Q[\QVO�Å-
nancial products provided by commercial banks. Credit guaran-

Types of  Export Credit Financing
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tee schemes can not be simply stated that the ECA compete with 
IVL�KZW_L�W]\�XZQ^I\M�ÅVIVKQIT�QV[\Q\]\QWV[#�ZI\PMZ�\PMa�JZWILMV�
the range of  instruments available to exporters, often combin-
QVO�\PMQZ�\WWT[�_Q\P�\PM�XZWL]K\[�WN �W\PMZ�ÅVIVKQIT�XTIaMZ[��\P][�
QUXZW^QVO�ÅVIVKQVO�[WT]\QWV[��-^MV� QV� \PM�KI[M�WN �O]IZIV\MM[�
on bonds issuance, there is a plenty of  room left for commercial 
banks; they are still needed in the structuring, sub- scribing and 
distributing the security. On the other hand, as direct export 
KZMLQ\�ZMY]QZM[�-+)�\W�JWZZW_�UWVMa�NZWU�ÅVIVKQIT�UIZSM\�I[�
a public entity, it involves budgetary concerns regarding increas-
ing public debt.

Generally, a number of  ECAs concentrate on the export credit 
guarantee as it is more cooperative than competitive. However, 
export-driven countries such as South Korea, China, Hungary, 
and Japan, have expanded the direct credit schemes. In fact, the 
8 of  36 countries that have two separated institutions for direct 
export credit and export credit guarantee businesses are all ex-
port-driven countries (Table 2).

Table 2: Countries with Separated ECA Functions
Countries

Credit Guarantee Only

Greece, Netherlands, New Zealand, 
Denmark, Luxembourg, Belgium, 
Switzerland, Spain, Iceland, United 
Kingdom, Austria, Italy, Portugal, Poland, 
France, Finland

Guarantee and Loan Given 
by One Institution

Mexico, United State, Canada, Turkey, 
Australia, Slovakia

Guarantee and Loan Given 
by Two Institutions

Korea, Japan, China, Norway, Germany, 
Sweden, Czech Republic, Hungary

1V�UW[\�KI[M[��M`XIVLQVO�-+)�ÅVIVKQVO�Q[�QVQ\QITTa�ZMY]M[\ML�Ja�
exporters, but as excessive export credit assistance leads to a buy-
er’s market they fall into a trap set by themselves. For instance, in 
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a bidding process for a construction project, a project company 
�I�NWZMQOV�J]aMZ��QVKZMI[QVOTa�ZMY]M[\�\PI\�I�KWV[\Z]K\QWV�KWU-
XIVa��I�LWUM[\QK�[MZ^QKM�[]XXTQMZ��JZQVO[�ÅVIVKQIT�XIKSIOM[�_Q\P�
their countries’ ECAs. Such processes ignite margin-cutting rac-
es among ECAs.

5IVa�[\]LQM[�PI^M�[PW_V�\PI\�-+)�ÅVIVKQVO�Q[�I�][MN]T�\WWT�NWZ�
governments to support domestic export industries. Delio Gi-
IV\]ZKW� LM[KZQJM[�-+)¼[� LMÅVQ\QWV� I[� ¹��� I� PQOPTa� [XMKQITQbML�
JIVS��QV[]ZIVKM�KWUXIVa��ÅVIVKM�KWZXWZI\QWV��WZ�LMXMVLMVKa�
WN �\PM�OW^MZVUMV\[�����WٺMZQVO�TWIV[�IVL�WZ�O]IZIV\MM[��QV[]Z-
ance, technical assistance etc., to support exporters, 3) covering 
both commercial and political risks related to exports sales, 4) 
with the backing or approval of  the national government, and 5) 
dedicated to supporting the nation’s exports.” ECA has a crucial 
function with regard to economic progress and to the current 
prosperity the industrialized nations are enjoying today. ECAs 
succeeded in increasing domestic employment, raising business 
[ITM[�IVL�XZWÅ\[��IVL�M`XIVLQVO�VI\QWVIT�\I`�JI[M[�Ja�[\QU]TI\-
ing exports.2 In international perspective, ECAs can help both 
home company (exporters) increase sales opportunities, as well 
as their business partners. For example, those who are operat-
QVO�QV�MUMZOQVO�UIZSM\�MKWVWUQM[�_Q\P�TM[[�LM^MTWXML�ÅVIVKQIT�
systems may need to import new machinery to modernize their 
processing lines and increase their value added.3

However, Raoul Ascari, Italian ECA (SACE)’s chief  operating 
WٻKMZ��XWQV\[�W]\�\PI\�\PM�ZI\QWVITM�NWZ�M[\IJTQ[PQVO�IV�-+)�PI[�
VM^MZ�JMMV�[XMTTML�W]\�QV�I�LMÅVQ\M�_Ia�IVL�\PI\�\PM�¹MKWVWUQK�
literature on this line of  research has almost disappeared over 
the last two decades.” He refers the World Bank Research Ob-

Types of  Export Credit Financing
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server in 1989 as the rare example that lists some rationales be-
hind export credit. The primary rationales of  ECA are domestic 
distortions, capital market failures, risk uncertainty and incom-
XTM\M�ÅVIVKQIT�UIZSM\[��UWZIT�PIbIZL��IVL�IL^MZ[M�[MTMK\QWV��AM\�
there has been less evidence to prove those issues have been re-
solved by ECA. Rather he found that moral hazard and adverse 
selection may raise risk premiums above the threshold at which 
M`XWZ\MZ[�IZM�_QTTQVO�\W�XIa�NWZ�-+)�ÅVIVKQVO�4

Moreover, some policy makers lack of  understanding in the 
KWV[MY]MVKM[�WN � M`XWZ\� KZMLQ\� I[[Q[\IVKM� IVL� \PMQZ� QUXZ]LMV\�
LMKQ[QWV�UISQVO� QV� ][QVO�-+)�ÅVIVKQVO�UIa� KI][M�UWZM� [M-
rious issues of  market distortions and national account. In July 
2001, the OECD’s Working Party on Export Credits and Credit 
Guarantees recognized the potential impact of  ECA in nation’s 
external debt burden, particularly in the least developed coun-
\ZQM[�� IVL� \P][� ILWX\ML� \PM� ¹;\I\MUMV\� WN �8ZQVKQXTM[� WV�7ٻ-
cially Supported Export Credits to the Heavily Indebted Poor 
Countries.”5 It advises that the use of  ECAs is to promote trade 
QV�KWUXM\Q\Q^M�UIZSM\�MV^QZWVUMV\[�IVL�Q\�Q[�LQٺMZMV\�NZWU�\PM�
one of  multilateral development banks and agencies to provide 
development aid.

)�V]UJMZ�WN �6/7[�\WLIa�IZO]M�IJW]\� \PM�IL^MZ[M�MٺMK\[�WN �
-+)� ÅVIVKQVO� WV� VI\QWVIT� IVL� OTWJIT� MKWVWUa�� -]ZWXMIV�
Network on Debt and Development (Eurodad) points out that 
ECA is likely to increase economic disparity between North and 
South countries.6�*I[QKITTa��-+)�ÅVIVKQVO�WN �M`XWZ\[�KZMLQ\[�QV�
UW[\�LM^MTWXQVO�KW]V\ZQM[�Q[�ÅVIVKML�Ja�LMJ\[�NZWU�LM^MTWXML�
KW]V\ZQM[��1\�ÅVL[�\PI\��WV�I^MZIOM�� ��WN �LM^MTWXQVO�KW]V\ZQM[¼�
debts to Northern governments come from export credits. Fur-
\PMZUWZM��IN\MZ���� �ÅVIVKQIT�KZQ[Q[��\PM[M�LM^MTWXQVO�KW]V\ZQM[¼�



SIPR Spring 2014  |  108

debts increased as they gave out more export credit guarantee 
\W�ÅTT�\PM�[PWZ\IOM�NZWU�JIVSZ]X\ML�ÅVIVKQIT�QV[\Q\]\QWV[�7 ECA 
?I\KP�)][\ZQI�IZO]M[�\PI\�-+)[�OMVMZI\M�LM\ZQUMV\IT�MٺMK\[�WV�
global sustainable development by enabling projects with high 
risks to their environmental, political, social and cultural impacts 
_PQKP�_W]TL�VW\�KWUM�\W�TQNM�_Q\PW]\�\PM�[]XXWZ\�IVL�ÅVIVKQIT�
backing of  ECAs.8

Policymakers have recognized that an ECA’s role is indispens-
able as they provide the last resort against political and commer-
cial risks that private markets will not take. Many countries have 
competitively increased the amount of  export credit assistance 
IVL�OTWJIT� KWUXM\Q\QWV� QV�-+)�ÅVIVKQVO�PI[� QVLMML�JMKWUM�
increasingly formidable.

However, it is necessary for policymakers to analyze costs and 
JMVMÅ\[�JMNWZM�M`XIVLQVO�M`XWZ\�KZMLQ\��<PM�N]VLIUMV\IT�Y]M[-
tion is what if  such expect-
ML� JMVMÅ\[� WN � -+)� VM^-
er exist in reality. Export 
credit assistance may not 
JM� IV� MٺMK\Q^M� [WT]\QWV�
for keeping or raising ex-
port market share, do-
mestic employment, and 
economic growth. There 
might be a downside of  
-+)[�� _PQKP� Wٺ[M\[� \PM�
JMVMÅ\[�� .WZ� QV[\IVKM��
ECAs are primarily debt-creating agencies; the funding source 
WN �-+)�ÅVIVKQVO�Q[�\PM�VI\QWV[¼�X]JTQK�LMJ\��1VKZMI[QVO�X]JTQK�

Empirical Hypothesis

Many countries have  
increased export cred-
it assistance and global 
KWUXM\Q\QWV� QV� -+)� Å-
nancing has become in-
creasingly formidable.
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LMJ\�UIa� Wٺ[M\�-+)[¼� JMVMÅ\[� NZWU�XZWUW\QVO� M`XWZ\[��<PM�
W\PMZ�QV[\IVKM�Q[�\PI\�-+)[�UIa�LQ[KW]ZIOM�TWKIT�ÅVIVKQIT� QV-
stitutions’ lending activities; ECAs might crowd private sectors 
W]\�WN �\PM�ÅVIVKQIT�UIZSM\��IVL�ZM\IZL�\PM�LM^MTWXUMV\�WN �LW-
UM[\QK�ÅVIVKQIT�UIZSM\[��1\�Q[�XW[[QJTM�\PI\�-+)�ÅVIVKQVO�[QU-
XTa�ZMXTIKM[�M`Q[\QVO�ÅVIVKQIT�XZWL]K\[�XZW^QLML�Ja�KWUUMZKQIT�
banks. Such situations have already been evidenced from acute 
tensions between commercial banks and ECAs in some coun-
tries, and the direct export credit scheme is the key subject of  
such controversy. Furthermore, policymakers should aware that 
-+)[¼�JMVMÅ\[�UIa�JMKWUM�UIZOQVIT�QN �-+)�ÅVIVKQVO�Q[�R][\�
][ML�\W�ÅTT�\PM�OIX[�JM\_MMV�TWKIT�ÅVIVKQIT�QV[\Q\]\QWV[¼�KIXIK-
ity and the level of  domestic suppliers need. Once a country 
M`PI][\� Q\[�ÅVIVKQIT� ZM[W]ZKM[�� Q\�_QTT�JM� TMN\�_Q\P�UWZM� [M^MZM�
KWV[MY]MVKM[#� VW� KWUXIZI\Q^M� IL^IV\IOM� KZMI\ML�� TM[[� \ZILM��
dragged economic growth with large amount of  public debts, 
IVL�TW_MZ�ZMUQ\\IVKM�IVL�QVMٻKQMV\�TIJWZ�UIZSM\�

It is necessary for policymakers to examine if  ECAs foster ex-
port growth, domestic job creation, and thus national economic 
OZW_\P�� IVL� IT[W� \W� QV^M[\QOI\M� NIK\WZ[� \PI\�UIa� Wٺ[M\� -+)[¼�
XW[Q\Q^M�MٺMK\[��QN �IVa��1V�\PQ[�ZMOIZL��\PQ[�[\]La�NWK][M[�WV�\M[\QVO�
three main hypotheses:

* Hypothesis 1: ECA has a positive impact on key macro vari-
ables such as exports, income growth, unemployment rate, and 
ÅVIVKQIT�LMX\P#
* Hypothesis 2: such impact is sustainable over long period of  
time;
��0aXW\PM[Q[��"�LQZMK\�TWIV�Q[�UWZM�MٺMK\Q^M�\PIV�KZMLQ\�O]IZIV-
tee.



SIPR Spring 2014  |  110

This empirical analysis is distinctive for two reasons: 1) to the 
JM[\�WN �Ua�SVW_TMLOM�� Q\� Q[� \PM�ÅZ[\�MUXQZQKIT�[\]La�WV�-+)[¼�
XMZNWZUIVKM�\PI\�Q[�KZW[[�[MK\QWVIT�IVL�KW^MZ[�\PM�ZMKMV\�ÅVIV-
cial crisis period, and 2) this study looks at other key economic 
^IZQIJTM[�\PI\�-+)[�UIa�IٺMK\��.QZ[\Ta��\PM�M^IT]I\QWV�XMZQWL�WN �
\PQ[�[\]La�KW^MZ[�\PM�ZMKMV\�ÅVIVKQIT�KZQ[Q[�XMZQWL[��,]ZQVO�IVL�
IN\MZ�\PM�ÅVIVKQIT�KZQ[Q[��-+)�ÅVIVKQVO�IK\Q^Q\QM[�PI^M�JMKWUM�
UWZM�IK\Q^M� QV� OTWJIT�ÅVIVKM�UIZSM\�JMKI][M�UIVa� KWUUMZ-
cial banks lost their capacities in providing enough funding to 
market. Thus, it is important to see how ECA function not only 
during normal times but also during shocks; the second World 
War can be one example of  shocks but it has been almost 70 
years that other factors might be changed over time. Secondly, 
this study provides a general review on ECA impact to policy 
makers. Although individual countries conduct reports on its 
own ECA performance evaluation, it lacks the cross-section-
IT�M^IT]I\QWV�\W�I[[M[[�OMVMZIT�MٺMK\[�WN �-+)�IKZW[[�KW]V\ZQM[��
Lastly, to evaluate ECAs’ performance, this study takes a view 
of  not only directly-related indicators such as export growth and 
unemployment rate but also indirectly-related indicators like 
XZQ^I\M�ÅVIVKQIT�[MK\WZ[�

<PM�LI\I�KWV[Q[\[�WN ����KW]V\ZQM[¼�LI\I�\PI\�PI^M�WٻKQIT�-+)[�
over the time period from 1972 to 2010.9 Russia, Czech Republic, 
and Slovakia are excluded because variables in these countries 
UQOP\�JM�ZMKWZLML�LQٺMZMV\Ta�JMNWZM�IVL�IN\MZ�\PM�LQ[[WT]\QWV�WN �
the Soviet Union in 1991, and dissolution into Czech Republic, 
and Slovakia happened in 1993. Ghana is also excluded due to 
lack of  data. Some observations with missing data are also de-
leted from population. All data are annual survey data by World 
Development Indicators (WDI) and Global Finance Indicators 

Data
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(GFI) of  the World Bank and obtained from the DataBank in 
the World Bank.10

The main explanatory variable is a dummy related to ECA cre-
ation, a binary variable. This study assesses how this variable 
IٺMK\[�NW]Z�LMXMVLMV\�^IZQIJTM["

1. level of  export (total annual export, share of  GDP) - It shows 
\PM�LQZMK\�MٺMK\�WN �-+)�KZMI\QWV��<PQ[�[\]La�NWK][M[�WV�\PM�\W\IT�
export value not the net of  export and import since ECAs only 
deal with export activities. 

2. income growth (GDP per capita growth, annual percentage) 
- The GDP growth is a traditional measure of  the level of  eco-
nomic development. This indicator can provide evidence on in-
LQZMK\�MٺMK\�WN �-+)�KZMI\QWV��

3. unemployment rate (the number of  unemployed among the 
total labor force) - The under- lying assumption is that the level 
of  exports and labor market is positively related to the provision 
of  economic growth. Export promotion and job creation are the 
main purpose of  ECAs.

��� ÅVIVKQIT� LMX\P�LWUM[\QK� KZMLQ\� \W� XZQ^I\M� [MK\WZ�� [PIZM� WN �
/,8����.QVIVKQIT�LMX\P�KIX\]ZM[�ÅVIVKQIT�[MK\WZ�IK\Q^Q\QM[�QV�\PM�
MKWVWUa��1V�OMVMZIT��ÅVIVKQIT�LMX\P�Q[�\PM�[QbM�WN �JIVS[��W\PMZ�
ÅVIVKQIT�QV[\Q\]\QWV[��IVL�ÅVIVKQIT�UIZSM\[�QV�I�KW]V\Za��.QVIV-
cial depth measures domestic private credit. The private credit, 
therefore, excludes credit issued by governments, central banks, 
government agencies, and public enterprises. The particular use 
of  this variable in this study is to assess if  ECAs vitalize domestic 
private sector activities or crowd them out through competition.
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During 1972-2010, 15 countries launched ECAs and 70.22 per-
cent of  country-year observations occur in presence of  ECA. 
Overall, means of  exports, and domestic credit to private sector 
have increased after ECA creation (Table 3). Especially, there is 
I�[QOVQÅKIV\�R]UX�QV�M`XWZ\[#�\PM�KWVLQ\QWVIT�UMIV�WN �M`XWZ\[�
of  these 15 countries before ECA is 27.49 and rose to 39.70 
after ECA creation. The conditional means of  GDP per capi-
ta growth slightly decreased. But, this simple mean comparison 
KIVVW\�JM�[QOVQÅKIV\�WJ[MZ^I\QWV�JMKI][M� Q\�LWM[�VW\�KWV[QLMZ�
auto correlation.

Table 3: Summary Statistics of  Variables (Before and After ECA)
Before ECA After ECA Total

/,8�XMZ�KIXQ\I�OZW_\P��IVV]IT��
mean 2.49 2.39 2.42
number of  observations 397 936 1333
-`XWZ\[�WN �OWWL[�IVL�[MZ^QKM[���WN �/,8�
mean 27.49 39.70 36.17
number of  observations 380 935 1315
=VMUXTWaUMV\���WN �\W\IT�TIJWZ�NWZKM�
mean 6.10 7.27 7.03
number of  observations 181 713 894
,WUM[\QK�KZMLQ\�\W�XZQ^I\M�[MK\WZ���WN �/,8�
mean 82.03 87.45 86.15
number of  observations 231 731 962

Now, we subdivide observations into four time periods from the 
year that each country?s ECA is created (Table 4). Interestingly, 
there appears a noticeable jump in GDP per capita from three 
years before to three years after ECA creation, and it again de-
KZMI[M[�QV�TWVOMZ�XMZQWL�WN �\QUM���Å^M�aMIZ[�IN\MZ�-+)�KZMI\QWV��
The level of  export continuously increases over time. Although 
we still can see the hike in exports before and after three years of  
ECA creation, it is not as much as the results from Table 3. On 
the contrary to Table 3, domestic credit to private sectors de-
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creases. It may indicate that ECA creation does not contribute 
\W�[\QU]TI\M�XZQ^I\M�ÅVIVKQIT�IK\Q^Q\QM[��)OIQV��I[�VW\ML�IJW^M��
this results does not consider auto correlation and is not statisti-
cally rigorous.

As shown in Table 1, ECA establishment takes place in waves, 
not all at once. This staggering timing of  establishing an ECA 
across countries provides a good source of  cross-sectional and 
\QUM�[MZQM[� ^IZQI\QWV� \W� M[\QUI\M� \PM� MٺMK\� WN � IV�-+)�WV� \PM�
variables of  interest.

Table 4: Summary Statistics of  Variables (in 4 periods)
5 years 
before

3 years 
before

3 years 
later

5 years 
later

/,8�XMZ�KIXQ\I�OZW_\P��IVV]IT��
mean 2.28 2.52 3.45 3.03
number of  observations 81 49 55 93
-`XWZ\[�WN �OWWL[�IVL�[MZ^QKM[���WN �/,8�
mean 29.70 30.67 33.40 34.92
number of  observations 81 49 55 93
=VMUXTWaUMV\���WN �\W\IT�TIJWZ�NWZKM�
mean 6.49 6.60 6.85 6.61
number of  observations 54 34 37 61
,WUM[\QK�KZMLQ\�\W�XZQ^I\M�[MK\WZ���WN �/,8�
mean 83.89 85.71 80.66 80.73
number of  observations 64 39 42 71

In this regard, to test the hypothesis that an ECA helps raise a 
KW]V\Za'[�M`XWZ\��NWZ�M`IUXTM��_M�][M�\PM�,QٺMZMVKM[�QV�,QٺMZ-
ences (DD) method. Our conjecture is that, if  having an ECA 
really contributes to increasing the export, we would observe 
the ?jump? in the time series of  the export around the timing of  
establishing an ECA. For the robust interpretation, we should 
control for the country characteristics and any time trend not 
related to an ECA. For this purpose, we follow the methodology 

Methodology
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of  Wacziarg and Welch and use the following panel regression 
[XMKQÅKI\QWV"

yit %�Ŷ��ŷ-+)it �Ÿt �Ŷi �]it

where yit is the dependent variable of  our interest such as eco-
nomic growth (real GDP growth rate), (export/GDP), unem-
ployment rate, and (private credit/GDP). For (export/GDP), yit 
is the share of  export to GDP of  country i at year t. ECAit is a 
dummy variable taking a value of  one in all country-year obser-
vations after establishing an ECA.11 Otherwise, they are zero. 
For example, South Korea established its ECA in 1992. In this 
case, we have ECAit = 1 after the year of  1992 for South Korea. 
Ÿt�Q[�\PM�\QUM�Å`ML�MٺMK\�KWUUWV�\W�ITT�KW]V\ZQM[�QV�\PM�[IUXTM��
We need this term to control for the possible time trend. Ŷi is the 
KW]V\Za�Å`ML�MٺMK\��_PQKP�KWV\ZWT[�NWZ�\PM�]VWJ[MZ^ML�PM\MZW-
geneity among countries.

For our hypothesis 1, we expect ŷ > 0 when yit is the share of  
export to GDP, suggesting that having an ECA helps raise a 
country’s export. Thus, we intend the parameter ŷ to capture 
\PM�MٺMK\�WN �-+)�IN\MZ�KWV\ZWTTQVO�NWZ�IVa�KWUUWV�\QUM�\ZMVL�
and unobserved country characteristics.

<PQ[�[MK\QWV�I[[M[[M[�\PM�_Q\PQV�KW]V\Za�MٺMK\[�WN �-+)�KZMI\QWV�
over 1972-2010 period. It com- pares conditional means of  de-
pendent variables before and after ECA creation. The depen-
dent variables, yit , are 1) share of  exports of  goods and services, 
2) GDP per capita growth, 3) unem- ployment rate, and 4) share 
of  domestic credit to private sector in country i at year t. The 

Hypothesis 1: Do ECAs Have Impacts on Key 
5IKZWMKWVWUQK�.IK\WZ['
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regression model is:

yit %�Ŷ��ŷ-+)it �Ÿt �Ŷi �]it

where the Ŷi�\MZU�Q[�I�KW]V\Za�Å`ML�MٺMK\�IVL�\PM�Ÿt term is a 
\QUM�Å`ML�MٺMK\�

?M�KWUXIZM� \_W�M[\QUI\M[�_Q\P�IVL�_Q\PW]\� \QUM�Å`ML�MٺMK\�
KWUUWV�\W�ITT�KW]V\ZQM[��?Q\P�\QUM�Å`ML�MٺMK\��M[\QUI\QWV[�WN �
ŷ for all four dependent variables decrease as well as its level of  
[QOVQÅKIVKM��AM\�� Q\� [\QTT� [PW_[� \PI\� -+)� KZMI\QWV� Q[� XW[Q\Q^MTa�
correlated with exports and domestic credit to private sectors 
_Q\P�!��TM^MT�WN �[QOVQÅKIVKM��1\�KIV�JM�M^QLMVKM�\PI\�\PM�M`-
pectation that ECA invigorates export industries and domestic 
ÅVIVKQIT�[MK\WZ[�Q[�[I\Q[ÅML��

Figure 1 displays a clear visualization that exports increases after 
ECA creation. It shows the median, 25th and 75th percentiles, 
UI`QU]U�IVL�UQVQU]U�Å\\ML�̂ IT]M[�WN �\PM�LMXMVLMV\�̂ IZQIJTM[�
QV�-Y]I\QWV���W^MZ�\PM�aMIZ[�JMNWZM�IVL�IN\MZ�-+)�KZMI\QWV��)�
box plot shows the 25th and 75th values with a median line at 
50th percentile, and the upper and lower whiskers display the 
UI`QU]U�IVL�UQVQU]U�Å\\ML�^IT]M[� ZM[XMK\Q^MTa��<PM� [KITM[�
on X-axis measure the years relative to ECA creation, where 0 
implies one year before ECA creation and 1 is the year of  ECA 
KZMI\QWV��.QO]ZM���[PW_[�\PI\�\PM�UMLQIV�^IT]M[�WN �Å\\ML�^IT]M[�
of  exports jumps from year 0 to year 1. In addition, the average 
WN �Å\\ML�M`XWZ\[�L]ZQVO�\PM�Å^M�aMIZ[�JMNWZM�-+)��aMIZ����\W����
Q[����!�XMZKMV\�IVL�\PM�WVM�L]ZQVO�\PM�Å^M�aMIZ[�IN\MZ�-+)��aMIZ�
1 to 5) is 27.7 percent.

Methodology
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<IJTM��"�-[\QUI\QWV�WN �ŷ�_Q\P�_Q\PW]\�<QUM�.Q`ML�-ٺMK\[
Without Time Fixed 
\MKٺ-

With Time Fixed 
\MKٺ-

GDP per capita growth -0.18 (0.27) -0.13 (0.44)
Exports of  goods and 
services 11.02 (0.57) *** 2.19 (0.89) *

Unemployment -0.10 (0.26) 0.43 (0.39)
Domestic credit to 
private sector 34.84 (2.71) *** 7.33 (3.67) *

;\IVLIZL�MZZWZ[�QV�XIZMV\PM[M[�4M^MT�WN �[QOVQÅKIVKM�KWLM["���¼���¼�������¼��¼������¼�¼������¼�¼�����

Figure 1: Level of  Exports Following ECA Creation, 1970-2011

<PQ[�ZMOZM[[QWV�ZM[]T\�LWM[�VW\�ÅVL�I�[QOVQÅKIV\�KWZZMTI\QWV�JM-
tween ECA creation and GDP growth or between ECA creation 
IVL�]VMUXTWaUMV\�ZI\M��AM\��Q\�KIVVW\�JM�[]ٻKQMV\�M^QLMVKM�\W�
conclude that ECAs do not promote income growth and job 
KZMI\QWV�� .QZ[\� WN � ITT�� Q\� Q[� XW[[QJTM� \PI\�-+)[� QVLQZMK\Ta� IٺMK\�
GDP growth through exports growth but it is not captured in this 
model. The other possible argument is that expanded exports 
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indeed does not lead toward increasing the net trade balance. In 
KI[M�WN �\PM�=VQ\ML�;\I\M[��I�/W^MZVUMV\�)KKW]V\IJQTQ\a�7ٻKM�
M`XMZ\� \M[\QÅML� \PI\� M`XWZ\� KZMLQ\� XZWOZIU[�WN �-`XWZ\�1UXWZ\�
Bank of  the United States (US EXIM) does not have a sub-
stantial change in the net trade balance. Export subsidies may 
stimulate foreign demand for particular U.S. products, but the 
increased demand for dollars needed in order to purchase those 
products raise the U.S. dollar?s value. The stronger dollar en-
courages imports and raises the price of  U.S. exports generally. 
The exchange-rate mechanism, in other words, moderates any 
price advantage created by export credit loans.[12]

<PM� [QUXTM�I^MZIOM�LQٺMZMVKM�JMNWZM�IVL�IN\MZ�-+)�KZMI\QWV�
may pass over important timing issues. It provides no infor-
UI\QWV�WV�PW_�[WWV�\PM�MٺMK\[�WKK]Z�WZ�_PM\PMZ�\PMa�JMKWUM�
QV��[QOVQÅKIV\�IN\MZ�[M^MZIT�aMIZ[�WN �-+)�KZMI\QWV��<PQ[�[MK\QWV��
therefore, examines the time path of  four dependent variables 
for an average country before and after ECA creation. It runs 
ZMOZM[[QWV� QVKT]LQVO� \QUM� IVL� KW]V\Za� Å`ML� MٺMK\[� _Q\P� NW]Z�
dummy variables, D1,D2,D3,D4, which are binary indicators 
of  certain periods of  time. Dummy variables for four periods 
[]ZZW]VLQVO�\PM�-+)�KZMI\QWV[�_MZM�LMÅVML�QV�WZLMZ�\W�N]Z\PMZ�
examine the timing of  the share of  exports, GDP growth, un-
employment rate, and share of  domestic credit to private sector 
ZM[XWV[M[�\W�-+)�KZMI\QWV��.Q`ML�MٺMK\[�ZMOZM[[QWV�Q["

yit %�Ŷ��ŷ1D1it �ŷ2D2it �ŷ3D3it �ŷ4D4it �Ÿt �Ŷi �]it

where D1it =1 if  T - 3 � t <T and 0 otherwise; D2it  = 1 if  T 
��\�$�<���IVL���W\PMZ_Q[M#�D3it��%���QN �<�����\�$�<���IVL�
0 otherwise; D4it�%�� QN �<���� t and 0 otherwise; T denotes 

0aXW\PM[Q[��"�)ZM�-+)�1UXIK\[�;][\IQVIJTM'
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\PM�aMIZ�\PI\�-+)[�_MZM�M[\IJTQ[PML��<PM�KWMٻKQMV\[�WV�\PM[M�
L]UUa�^IZQIJTM[�KIX\]ZM� \PM�I^MZIOM�LQٺMZMVKM� QV�LMXMVLMV\�
variables between four periods, and the period preceding three 
years before ECA creation, the baseline period.

The regression results shows that countries launched ECA do 
experience immediate growth in exports; exports grow by 3.34 
percentage points in three years since ECA creation (Table 6). 
Passing over three years since ECA creation, exports still in-
crease but at a decreasing rate; exports increase by 2.83 points 
after three years but before seven years since ECA creation, 
and by 2.69 percentage points more than seven years later since 
ECA creation. The timing pattern revealed by this regression is 
that exports start to increase even before ECA creation, hikes 
up to 3.34 percentage points immediately after ECA creation, 
and continues to increase but at a decreasing rate over a longer 
XMZQWL�WN �\QUM��<PQ[�XI\\MZV�Q[�LQٺMZMV\�NZWU�[QUXTM�UMIV�KWU-
parison results (Table 4) where exports continuously increase in 
\PZMM�IVL�Å^M�aMIZ[� NZWU�-+)�KZMI\QWV��7VM� \PQVO� \W�VW\M� Q[�
the possibility of  endogeneity; for instance, ECA is created in 
responding to growing needs from expanding export industries 
and increasing exports share in GDP.

<IJTM��"�.Q`ML�-ٺMK\�:MOZM[[QWV["�<QUQVO�WN �\PM�-ٺMK\[�WN �-+)�+ZMI\QWV

GDP per 
capita 
growth

Exports Unemployment
Domestic 
credit to 
private sector

D1 0.57 (0.53) 2.50 (1.06)* 0.29 (0.47) 6.97 (4.47)
D2 0.28 (0.56) 3.34 (1.11)** 0.03 (0.48) 7.83 (4.50).
D3 0.08 (0.55) 2.83 (1.09)* 0.06 (0.46) 9.68 (4.32)*
D4 0.74 (0.61) 2.69 (1.24)* 1.24 (0.55)* -2.13 (5.21)
no. of  
observations 645 628 405 475

Results
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no. of  
countries 15 15 15 15

adjusted R2 0.13 0.12 0.09 0.15

;\IVLIZL�MZZWZ[�QV�XIZMV\PM[M[�4M^MT�WN �[QOVQÅKIVKM�KWLM["���¼���¼�������¼��¼������¼�¼������¼�¼�����

,WUM[\QK�KZMLQ\�\W�XZQ^I\M�[MK\WZ�[MMU[�\W�\ISM�Wٺ�]V\QT�\PZMM�\W�
seven years following ECA creation, but such growth becomes 
QV[QOVQÅKIV\�IN\MZ� [M^MV�aMIZ[�XI[[ML��<PQ[�ZM[]T\�XZW^QLM[� N]Z-
ther information on change of  domestic credit to private sector 
W^MZ�LQٺMZMV\�XMZQWL[�WN �\QUM#�\PM�ZMOZM[[QWV�UWLMT�NWZ�0aXW\P-
esis 1 possibly misses that ECAs? impact on domestic credit to 
XZQ^I\M�[MK\WZ�JMKWUM[�QV[QOVQÅKIV\�QV�TWVOMZ�XMZQWL�WN �\QUM�

<PMZM�IZM�\_W�UIRWZ�[KPMUM[�WN �-+)�ÅVIVKQVO��LQZMK\�M`XWZ\�
credit and export credit guarantee. As mentioned above, direct 
credit products are more likely to be controversial because they 
can duplicate the loans provided by private sectors. In such case, 
borrowers tend to chose ECA over private sectors because of  
Q\[�NI^WZIJTM�ÅVIVKQIT�KWVLQ\QWV[��IVL�XZQ^I\M�[MK\WZ�IK\WZ[�UIa�
JM�KZW_LML�W]\��<PQ[�[MK\QWV�I[[M[[M[�QUXIK\[�WN �\_W�LQٺMZMV\�
schemes by adding interaction variable of  two binary indicators, 
ECAit and Bothit :

yit %�Ŷ��ŷ1ECAit �ŷ2(ECAit ·Bothit��Ƃi �żt �]it

Bothi is binary indicator of  direct credit scheme existence; Both-
it = 1 if  countryi  provides both loan guarantee and direct loans, 
and 0 otherwise. For instance, all the countries that provide ex-
port credit guarantee and loan by one institution and/or two 
separated institutions have Bothit = 1.13 The interaction vari-
able ECAit· Bothit is 1 if  countryi has ECA that provides both 

0aXW\PM[Q[��"�<M[\QVO�,QٺMZMV\�-+)�.QVIVK-
ing Schemes
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direct credit and credit guarantee. Therefore, the estimation of  
the impact of  ECA that only provides credit guarantee is ŷ1 
while the estimation of  the impact of  ECA that provides both 
direct credit and credit guarantee is (ŷ����ŷ2).

.ZWU�\_W�XZM^QW][�PaXW\PM[Q[�\M[\[��_M�ÅVL�\PI\�-+)�KZMI\QWV�
has positive impacts on exports. As we further divide the exis-
tence of  ECA to the existence of  direct export credit scheme, we 
ÅVL�IV�QV\MZM[\QVO�LQ[KZMXIVKa��<PI\�Q[�-+)['�XW[Q\Q^M�QUXIK\[�
on exports only come from ECA that provides both direct cred-
Q\� IVL� KZMLQ\� O]IZIV\MM��-+)Q\� KWMٻKQMV\� JMKWUM[� VW� TWVOMZ�
[QOVQÅKIV\�WVKM�\PM�QV\MZIK\QWV�^IZQIJTM�ILLML�\W�\PM�ZMOZM[[QWV�
model (see Table 7). Exports increase by 4.69 percentage points 
_Q\P�-+)[� \PI\� XZW^QLM� JW\P� ÅVIVKQVO� XZWL]K\[�� \PM� TM^MT� WN �
[QOVQÅKIVKM�Q[�^MZa�PQOP�

<PM�W\PMZ�ZMUIZSIJTM�ÅVLQVO�Q[�\PI\�[QOV[�WN �KWZZMTI\QWV[�WN �LW-
UM[\QK�KZMLQ\�\W�XZQ^I\M�[MK\WZ�_Q\P�-+)Q\�IVL�-+)Q\�á*W\PQ\�IZM�
opposite; domestic credit to private sector is positively correlat-
ML�_Q\P�-+)Q\� J]\� VMOI\Q^MTa�_Q\P�-+)Q\� á*W\PQ\��)VL�� JW\P�
KWZZMTI\QWV[�IZM�[QOVQÅKIV\��1\� QVLQKI\M[�\PI\�LWUM[\QK�ÅVIVKQIT�
markets are encouraged by ECAs’ credit guarantee supports 
but depressed by ECA?s direct credits. It is supportive evidence 
to the arguments that direct credit supports from ECA overlap 
with domestic commercial banks? role and may reduce private 
sector activities in the domestic market.

<IJTM��"�.Q`ML�-ٺMK\�:MOZM[[QWV[�_Q\P�1V\MZIK\QWV�>IZQIJTM

GDP per 
capita growth Exports Unemployment

Domestic 
credit to 
private 
sector

Results
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-+)it 0.01 (0.49) 0.20 (0.97) 0.32 (0.46) 12.88 
(4.40) **

-+)it ·Bothit -0.33 (0.52) 4.69 
(1.02)*** 0.25 (0.52) -11.01 

(4.87) *
no. of  
observations 645 628 405 475

no. of  
countries 15 15 15 15

adjusted R2 0.11 0.11 0.04 0.07
;\IVLIZL�MZZWZ[�QV�XIZMV\PM[M[�4M^MT�WN �[QOVQÅKIVKM�KWLM["���¼���¼�������¼��¼������¼�¼������¼�¼�����

First, policymakers should aware that export growth would not 
necessarily result in economic growth. This study shows that 
-+)[� QVKZMI[M� M`XWZ\�_PQTM� \PMZM� Q[� VW� [QOVQÅKIV\� QUXIK\� WV�
real GDP growth and employment. One possible reason is that, 
based on our empirical results, ECA credit may crowd out pri-
vate loans, thus not contributing to an increase in overall credit 
within the economy.

;MKWVL��XWTQKaUISMZ[�[PW]TL�]VLMZ[\IVL�\PM�UIZOQVIT�MٺMK\�WN �
export credit subsidies and set a strategic time frame to enforce/
M`Q\� NWZ� -+)� XWTQKa��7]Z� MUXQZQKIT� IVITa[Q[� ÅVL[� \PI\� M`XWZ\�
credits may boost some export industries in the short-run, but 
such contribution becomes less noticeable in a longer period of  
time.

Third, policymakers should know the strength and the weakness 
WN �MIKP�ÅVIVKQVO�[KPMUM�IVL�UISM�OWWL�][M�WN �\PMU�\W�UMM\�
\PMQZ�[XMKQÅK�VMML[��<PM�UIRWZ�IL^IV\IOM�WN �-+)[�Q[�\PMQZ�ZQ[S�
bearing capacity. Although most policymakers think that such 
advantage comes from credit guarantee schemes as ECAs guar-
antee can provide coverage for the riskiest part of  an exporters’ 
business, and protection against political and commercial risks, 
\PQ[�[\]La�ÅVL[�\PI\�\PM�IK\]IT�JMVMÅ\��\PM�QVKZMUMV\�WN �M`XWZ\[��

Implications for Domestic Policy
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is only driven by direct credit schemes. However, the downside 
of  direct export credit is that it directly increase public debt and 
Q\[�N]VK\QWV�Q[�L]XTQKI\ML�_Q\P�XZQ^I\M�ÅVIVKQIT�[MK\WZ[�

In this regard, policymakers should balance out between pub-
TQK�IVL�XZQ^I\M�ÅVIVKQIT�[MK\WZ[��<PM�LMUIVL�NWZ�IV�-+)�PI[�
increased tremendously. Some policymakers regard ECA as a 
solution to market failure that encourages both exporters and lo-
KIT�ÅVIVKM�QV[\Q\]\QWV[��;QVKM�-+)�ÅTTML�\PM�P]OM�OIX�TMN\�Ja�\PM�
XZQ^I\M�[MK\WZ�L]ZQVO�\PM�ZMKMV\�ÅVIVKQIT�KZQ[Q[��Q\�Q[�ZMKWOVQbML�
as a door- opener for exporters to riskier markets and a pace 
maker for local banks with its credit coverage. In addition, the 
Basel II Accord further raised the demand for ECA as banks had 
\W�UIQV\IQV�[]ٻKQMV\�KIXQ\IT�ILMY]IKa�Ja�\PM�ZMO]TI\QWV��*IVS[�
seek for the low risk credit coverage like ECA, sovereign credit 
ratings holders. As private banks become more risk-averse, the 
ZWTM�WN �IV�-+)�\W�XMZNWZU�ZQ[Sa�WZ�TM[[�XZWÅ\IJTM�XZWRMK\�[]KP�
as social infrastructure projects in developing countries becomes 
more important.

ECAs also overheat competition across nations. The competition 
is more intense between industrialized countries and emerging 
market countries. For instance, in the shipbuilding industry, the 
EU countries complains about the unfairness of  ECA support 
in Asian developing countries. As country risks rarely exist for 
the majority of  European shipyards, ECA are not the appro-
XZQI\M�ÅVIVKQVO�WX\QWV�NWZ�\PMU��?PMZMI[�-+)[�QV�LM^MTWXQVO�
KW]V\ZQM[�KIV�XZW^QLM�ÅVIVKQIT�[]XXWZ\�\W�\PMQZ�LWUM[\QK�[PQX-
J]QTLQVO�KWUXIVQM[��-=�KW]V\ZQM[�IZO]M�\PI\�ÅVIVKQVO�OQ^MV�\W�
developing countries can be used to cover the gap between the 
W_VMZ'[�IK\]IT�ÅVIVKQVO�ZMY]QZMUMV\[�IVL�\PM�UWZ\OIOM�JI[ML�

International Policy Movement



loans available from commercial banks. In reverse, there are also 
complaints from developing countries that developed countries 
use ECAs to provide loans and credit to developing countries in 
order to sell them their exports.

Recently, initiatives to relieve excessive competitions has been 
started. The main object is to create a common ground for all 
ECAs and to harmonize their programs - in terms of  advan-
\IOM�IVL�ZM[\ZQK\QWV[��[W�\PI\�NZMM�\ZILM�IVL�MٻKQMVKa�KIV�JM�NW[-
tered. There are two agreements established for the global legal 
framework for ECAs: OECD Arrangement on Guidelines for 
�\KQITTa�;]XXWZ\ML�-`XWZ\�+ZMLQ\[�IVL�\PM�?<7¼[�)OZMMUMVٻ7
on Subsidies and Countervailing measures (ASCM). OECD Ar-
ZIVOMUMV\�WV�/]QLMTQVM[�NWZ�7ٻKQITTa�;]XXWZ\ML�-`XWZ\�+ZML-
its were formalized in 1978, and it is a non-binding gentlemen?s 
agreement within the OECD members. The main purpose of  
the Arrangement is to provide a framework for the orderly use 
WN � -+)�ÅVIVKQVO��<PM�)ZZIVOMUMV\� [MMS[� \W� MVKW]ZIOM� NIQZ�
competition among exporters. ASCM regulates the use of  sub-
sidies and describes the measures countries may take to counter 
\PM�MٺMK\�WN �[]J[QLQM[�

Despite the OECD arrangement, ECAs in some low-income 
KW]V\ZQM[� [\QTT� �MZٺ[] NZWU� [MZQW][� LMÅKQMVKQM[�� []KP� I[� TIKS� WN �
transparency and monitoring procedures, and problems involv-
ing corruption and accountability. Moreover, the acute tension 
between developed and developing countries in the use of  export 
credits is the most serious problem. Also, since the Arrangement 
does not have a strict legal binding, more strong motivations for 
ECAs’ reformation and harmonization should be globally coor-
dinated.
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<PQ[�[\]La�MUXQZQKITTa�ÅVL[�\PI\�-+)�XWTQKa�KIV�JM�I�OWWL�\WWT�
to promote exports. However, the immediate exports boost ev-
idenced shortly after ECA creation becomes marginal in a lon-
ger period. Moreover, such increases throughout the entire pe-
riod only captured when direct export credits are provided, not 
credit guarantee. But the costs incurred from providing direct 
M`XWZ\�KZMLQ\[�KW]TL�JM�PQOPMZ�\PIV�\PM�JMVMÅ\#�\PQ[�[\]La�ÅVL[�
\PI\�LQZMK\�KZMLQ\�[]XXWZ\�NZWU�-+)�LMKZMI[M�XZQ^I\M�ÅVIVKQIT�
IK\Q^Q\QM[�QV�LWUM[\QK�UIZSM\��<PMZM�IZM�XW[[QJTM�JMVMÅ\[�NZWU�
-+)[�IK\QVO�I[�Y]I[Q�OW^MZVUMV\�XTIaMZ[�QV�UIZSM\[��0W_M^MZ��
there certainly are limitations in practicing ECA as export credit 
subsidies. In this regard, this study recommends policymakers to 
]VLMZ[\IVL�\PI\�-+)[¼�XW[Q\Q^M�MٺMK\�WN �NW[\MZQVO�UWZM�M`XWZ\�
UQOP\�JM�Wٺ[M\�Ja�KW[\[�QVK]ZZML�NZWU�[]KP�TQUQ\I\QWV[��IVL�\W�
globally collaborate on reformation and harmonization of  ECA 
policy.

���<PMZM�IZM����KW]V\ZQM[�QV�\W\IT�\PI\�PI^M�WٻKQIT�-+)[�I[�WN �\WLIa��0W_M^MZ��\PQ[�[\]La�_QTT�JM�JI[ML�WV����
KW]V\ZQM[�\PI\�TI]VKPML�WٻKQIT�-+)[�L]ZQVO��!���IVL������JMKI][M�LI\I�WV�W\PMZ�^IZQIJTM[�IZM�I^IQTIJTM�WVTa�
QV�\PQ[�XMZQWL��,M\IQTML�M`XTIVI\QWV�_QTT�JM�OQ^MV�QV�[MK\QWV�����
���/QIV\]ZKW��,MTQW�-��-`XWZ\�KZMLQ\�IOMVKQM["�\PM�]V[]VO�OQIV\[�WN �QV\MZVI\QWVIT�\ZILM�IVL�ÅVIVKM��/ZMMV_WWL�
Publishing Group, 2001.
���,QVP��<Z]VO�9]IVO��IVL�0QTUIZ�8WZ�0QTUIZ[[WV��8:1>)<-�;-+<7:�+:7;;�*7:,-:�<:),-�
<7�-5-:/16/�5):3-<�-+76751-;"�07?�+)6�-@87:<�+:-,1<�)/-6+1-;�0-48�<7�
5)6)/-�<0-�:1;3;'��*ZQLOM[�<QT\IQ�����VW�����������
���)[KIZQ��:IW]T��1[�M`XWZ\�KZMLQ\�IOMVKa�I�UQ[VWUMZ'�<PM�-+)�ZM[XWV[M�\W�I�KPIVOQVO�_WZTL��6W�����;)+-�
_WZSQVO�XIXMZ�������
���7-+,��1UXTMUMV\QVO�;][\IQVIJTM�,M^MTWXUMV\�;aV\PM[Q[�WN �\PM�7-+,�_WZS�WV�[][\IQVIJTM�LM^MTWXUMV\�
]VLMZ\ISMV�W^MZ�\PM�XMZQWL������������7-+,��*5=��.MLMZIT�5QVQ[\Za�NWZ�\PM�-V^QZWVUMV\��������
���-]ZWXMIV�6M\_WZS�WV�,MJ\�IVL�,M^MTWXUMV\��-]ZWLIL��Q[�I�VM\_WZS�WN ��!�6/7[�NZWU��!�-]ZWXMIV�
KW]V\ZQM[�\PI\�ZM[MIZKPM[�IVL�_WZS[�WV�Q[[]M[�\PI\�IZM�ZMTI\ML�\W�LMJ\��LM^MTWXUMV\�ÅVIVKM�IVL�XW^MZ\a�ZML]K\QWV�
�M[\IJTQ[PML�QV��!!���
���7aO]VV�;]VL[JW�*ZaVQTL[MV��-`XWZ\QVO�OWWL[�WZ�M`XWZ\QVO�LMJ\['��-]ZWLIL�������
 ��-+)�?I\KP�)][\ZQI�_I[�NW]VLML�QV�\PM�TI\M��!!�[�I[�I�XTI\NWZU�WN �)][\ZQIV�MV^QZWVUMV\IT�IVL�P]UIV�
rights organizations aiming for the reform of  the Austrian export credit agency OeKB and was established as an 
QVLMXMVLMV\�MV^QZWVUMV\IT�IVL�P]UIV�ZQOP\[�WZOIVQbI\QWV�QV���� �
!��<PM�[IUXTM�_I[�ZM[\ZQK\ML�\W��!��������\QUM�XMZQWL�JMKI][M�\PM�LMXMVLMV\�^IZQIJTM�^IT]M[�JMNWZM��!���IZM�
VW\�QVKT]LML�QV�\PM�LI\I�[M\��)T[W��Q\�\M[\[�KW]V\ZQM[�\PI\�KZMI\ML�\PMQZ�-+)[�JM\_MMV��!���IVL������\W�[MM�\PM�

Conclusion
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variation of  dependent variables.
����P\\X"��LI\IJIVS�_WZTLJIVS�WZO
����?IKbQIZO��:�����?MTKP��3��0��<ZILM�TQJMZITQbI\QWV�IVL�OZW_\P"�6M_�M^QLMVKM��<PM�?WZTL�*IVS�-KW-
VWUQK�:M^QM_���������� ���������� �
����0MKSMZ��2Ia-\\I�B��-`XWZ\�1UXWZ\�*IVS"�3Ma�.IK\WZ[�QV�+WV[QLMZQVO�-`QUJIVS�:MI]\PWZQbI\QWV��/MVMZIT�
)KKW]V\QVO�7ٻKM���!!��
����<PM�W\PMZ�WX\QWV�Q[�\W�KZMI\M�\PZMM�L]UUa�^IZQIJTM[�NWZ����KW]V\ZQM[�\PI\�WVTa�XZW^QLM�M`XWZ\�KZMLQ\�O]IZIV\MM��
���KW]V\ZQM[�_PMZM�WVM�QV[\Q\]\M�XZW^QLM[�JW\P�O]IZIV\MM�IVL�TWIV��IVL����KW]V\ZQM[�_PMZM�\_W�[MXIZI\M�QV[\Q\]-
\QWV[�XZW^QLM�MIKP�XZWL]K\��<PQ[�XIXMZ�\M[\[�_PM\PMZ�-+)�XZW^QLM�JW\P�WX\QWV[�WZ�VW\�VW�UI\\MZ�\PI\�XZWL]K\[�
providers are separated or not.
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In the last several years, major international oil companies 
�17+[��QV�6QOMZQI�PI^M�JMO]V�[MTTQVO�Wٺ�WV[PWZM�WQT�JTWKS[��
ZMNWK][QVO�WV�LMMX_I\MZ�Wٺ[PWZM�M`XTWZI\QWV��:WaIT�,]\KP�

Shell (“Shell”) is the largest and oldest IOC operating in Nige-
ria, with by far the most onshore projects. Last month, it sold 
four of  its 28 onshore oil blocks, which together produce around 
70,000 barrels per day. Chevron, Total, ENI, and ConocoPhil-
TQX[� PI^M�UILM� [QUQTIZTa� [QOVQÅKIV\�UW^M[��)\� \PM� [IUM� \QUM��
\PM[M�KWUXIVQM[�PI^M�[\MXXML�]X�\PMQZ�Wٺ[PWZM�M`XTWZI\QWV�MN-
NWZ\[��ÅVIVKQVO�VM_�XZWRMK\[�_Q\P�\PM�KI[P�OMVMZI\ML�NZWU�\PM�
sale of  their onshore assets.

These divestments do not mean that IOCs are pulling out of  
Nigeria – a move that would certainly devastate the national 
economy. Many IOCs, Shell in particular, have decades-long re-
lationships with Nigeria. Their continued willingness to invest 
QV�KIXQ\IT�QV\MV[Q^M�Wٺ[PWZM�XZWRMK\[�[PW_[�\PI\�\PMa�IZM�\ISQVO�I�
long view of  the situation in the Delta. The risk-reward calculus 

Refocusing, not Retreating
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still comes up reward. IOCs aren’t going anywhere.

Besides, IOCs own a lot more onshore than just oil blocks. They 
have stakes in crude pipelines, pumping stations, storage facili-
ties, and major export terminals, not to mention the infrastruc-
\]ZM�I[[WKQI\ML�_Q\P�\PM�OZW_QVO�TQY]MÅML�VI\]ZIT�OI[��46/��QV-
dustry. In general, IOCs seem to be holding on to these assets 
– except a few, like the Nembe Creek Trunkline, that have been 
especially insecure. This way, IOCs may not be getting the oil 
W]\�WN �\PM�OZW]VL��J]\�\PMa�[\QTT�OM\�I�K]\�WN �\PM�XZWÅ\[�

This shift is not a retreat, but a refocus. IOCs are businesses. 
1\�TWWS[�UWZM�IVL�UWZM�TQSM�IV�Wٺ[PWZM�WZQMV\I\QWV�Q[�\PM�JM[\�
ZW]\M�\W�[\IJTM��MVL]ZQVO��IVL�XZWÅ\IJTM�WQT�M`XTWZI\QWV�QV�6QOM-
ria. There are many multifaceted reasons for this refocus, given 
the highly complex and unstable operating environment in the 
Delta, but here are a few key points to know:

�PWZM]ٺ���7 WXMZI\QWV[� IZM�UWZM� [MK]ZM� IVL�� \PMZMNWZM��UWZM�
XZWÅ\IJTM��<PM�6QOMZ�,MT\I�Q[�I�LIVOMZW][�XTIKM�NWZ�17+[��5QT-
itant and criminal groups, 
such as the Movement for 
the Emancipation of  the 
Niger Delta (MEND), sab-
otage critical infrastruc-
ture and kidnap foreign oil 
workers for ransom. De-
spite a 2009 amnesty, vio-
lence is once again on the 
rise. In the last month alone, MEND has claimed responsibility 
NWZ�[IJW\IOML�XQXMTQVM[��IV�M`XTW[QWV�I\�\PM�?IZZQ�:MÅVMZa��SQTT-
QVO�[M^MZIT�6QOMZQIV�[WTLQMZ[��IVL�\PM�PQOP�XZWÅTM�Wٺ[PWZM�SQL-

The risk-reward cal-
culus still comes up 
reward. IOCs ar-
en’t going anywhere.
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napping of  two Americans.

<PQ[� QV[\IJQTQ\a� LZQ^M[� ]X� 17+� WXMZI\QVO� KW[\[� [QOVQÅKIV\Ta��
Damage to infrastructure interrupts production and export ac-
tivities. In Q2 2013 alone, Shell reported a production shortfall 
of  about 100,000 barrels of  oil and 150,000 tons of  LNG, which 
translates to at least $250 million of  lost earnings. In their Q3 
2013 results announced just a few weeks ago, Shell estimated a 
Y]IZ\MZTa�TW[[�WN �IJW]\������UQTTQWV�L]M�\W�\PM�¹LM\MZQWZI\MLº�
and “challenging” operating environment in Nigeria. To com-
bat this, IOCs are forced to spend exorbitant sums on security 
– particularly IOCs with greater onshore exposure. Leaked doc-
uments show that Shell spent more than $1 billion on security 
globally between 2007-2009, with nearly 40% of  that ($383 mil-
lion) allocated to Nigeria.

-KP�MI[QMZ�\W�XZW[PWZM�XMZ[WVVMT�IVL�QVNZI[\Z]K\]ZM�IZM�U]ٺ7
\MK\��-``WV5WJQT��_PQKP�WVTa�WXMZI\M[�Wٺ[PWZM�� ZMKWZLML� R][\�
three armed attacks in the last decade, compared to 945 attacks 
on Shell from 2007-2012 alone. Greater security translates to 
fewer production disruptions, lower security costs, and overall 
OZMI\MZ�XZWÅ\[�

���7QT�\PMN\�Q[�TM[[�WN �I�XZWJTMU�Wٺ[PWZM��7QT�\PMN\�Q[�ZIUXIV\�QV�
\PM�6QOMZ�,MT\I��J]\�VW\�ITT�WQT�\PMN\�Q[�KZMI\ML�MY]IT��4WKIT�\PMN\��
often called “bunkering,” happens when thieves install illegal 
taps on crude pipelines. These taps divert oil into boats for dis-
\ZQJ]\QWV�MQ\PMZ�\W�QTTMOIT�ZMÅVMZQM[�ITWVO�\PM�KWI[\��WZ�\W�TIZOMZ�
barges waiting to sell the oil in international markets. This type 
WN �\PMN\�ZMY]QZM[�QVNZI[\Z]K\]ZM�IKKM[[��[W�Q\�ZMITTa�WVTa�PIXXMV[�
onshore and in shallow waters. Crucially, bunkering incurs seri-
ous second-order costs, through infrastructure repair and envi-
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ronmental cleanup.

Small-scale bunkering is a familiar narrative, but recently oil 
theft has started to take place at an industrial scale. Poor gov-
ernance has created opportunities for organized crime, often 
QV^WT^QVO�KWZZ]X\�OW^MZVUMV\�IVL�UQTQ\IZa�WٻKQIT[��\W�TWW\�WQT�
resources. Complex criminal networks can tap into oil infra-
[\Z]K\]ZM�IVL�[QXPWV�Wٺ�KZ]LM�I\�U]KP�OZMI\MZ�ZI\M[�·�IVL�_Q\P�
much less secondary damage. At export terminals, “white col-
lar” oil thieves fudge the paperwork so that oil can be stolen 
directly from storage tanks, mixed with licit shipments, or oth-
erwise made to mysteriously vanish. (For a more detailed treat-
ment of  Nigerian oil theft, see last month’s excellent Chatham 
House report.)

The distinction between oil theft on local and industrial scales 
Q[�KMV\ZIT� NWZ�]VLMZ[\IVLQVO�PW_�\PMN\� QUXIK\[�17+[��)\�ÅZ[\�
glance, you might think industrial theft is the only real prob-
lem. After all, the amount of  stolen oil is so astounding that the 
loss to bunkering seems tiny by comparison. But the real story 
Q[�UWZM�KWUXTQKI\ML��=VLMZ�K]ZZMV\�XZWÅ\�[PIZQVO�IOZMMUMV\[��
the Nigerian government claims the majority of  oil revenue af-
\MZ�KW[\[��.WZ�WV[PWZM�WXMZI\QWV[��\PM�MٺMK\Q^M�OW^MZVUMV\�\ISM�
can reach 95%! 

Of  course, this is a double-edged sword: the government also 
bears 95% of  the revenue loss for stolen oil. To put this in per-
[XMK\Q^M��TM\¼[�JWZZW_�\PM�ÅO]ZM�WN ���������JIZZMT[�WN �WQT�[\WTMV�
per day, cited last week by the Nigerian Senate Joint Committee 
on Finance and Appropriation. This translates to $42 billion at 
K]ZZMV\�XZQKM[�� 1N � \PM�OW^MZVUMV\� \ISM[�!��WN �XZWÅ\[�� \PMN\�
costs them $39.9 million daily, compared to just $2.1 million 
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NWZ�17+[��-^MV�_Q\P�I�UWZM�KWV[MZ^I\Q^M�XZWÅ\�[PIZM�M[\QUI\M�
of  70%/30%, the government loses more than twice as much 
as the IOCs. 

The same is not true for bunkering. IOCs bear 100% of  the 
second-order infrastructure repair and environmental cleanup 
KW[\[��_PQKP�IZM�MVWZUW][��17+�KWV\ZIK\[�ZMY]QZM�\PMU�\W�KTMIV�
up oil spills at their facilities, no matter who caused them. IOCs 
mitigate the burden of  these second-order costs when they 
downsize onshore operations. No, this doesn’t address the prob-
TMU�WN �¹_PQ\M�KWTTIZº�WQT�\PMN\�·�J]\�W^MZITT��17+[�IZM�JM\\MZ�Wٺ�

�PWZM]ٺ���7 \I`M[� IVL� ZWaIT\QM[� IZM�U]KP� TW_MZ��6W\� WVTa� IZM�
Wٺ[PWZM�XZWRMK\[�TM[[�^]TVMZIJTM�\W�[IJW\IOM�IVL�\PMN\��J]\�\PMa�
don’t incur the same high taxes and royalties as onshore proj-
ects. In Nigeria, companies active in the oil industry must pay a 
[XMKQIT�8M\ZWTM]U�8ZWÅ\�<I`��QV[\MIL�WN �\PM�[\IVLIZL�KWZXWZI\M�
income tax. The current tax rate is 50% for deepwater and in-
land basin operations, but 85% for onshore and shallow waters.

Royalties come into play because, legally, the Nigerian govern-
ment retains ownership rights to all natural resources in its ter-
ritories. Rates are determined on a sliding scale based on loca-
\QWV��_PQKP�LMKZMI[M[�I[�aW]�UW^M�NIZ\PMZ�Wٺ[PWZM��,MMX_I\MZ�
XZWRMK\[�UWZM�\PIV�����U�Wٺ[PWZM�ZMY]QZM�VW�ZWaIT\QM[�I\�ITT�·�
compared to rates of  18.5-20% for onshore and shallow waters.

With sabotage and oil theft cutting into already razor-thin prof-
Q\�UIZOQV[��Q\�UISM[�[MV[M�\PI\�17+[�ÅVL�\PM[M�NI^WZIJTM�Å[KIT�
terms even more attractive. Why pay a 20% royalty onshore 

Security Implications Moving Forward
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_PMV�aW]�KW]TL�M`\ZIK\�WQT�ZWaIT\a�NZMM�N]Z\PMZ�Wٺ[PWZM'
Taken together, it’s clear why IOCs think they stand to gain by 
[PQN\QVO�\PMQZ�WQT�M`XTWZI\QWV�Wٺ[PWZM�QV�6QOMZQI�·�M^MV�\PW]OP�
Wٺ[PWZM�WXMZI\QWV[�ZMY]QZM�OZMI\MZ�]XNZWV\�QV^M[\UMV\�IVL��ITT�
MT[M� MY]IT�� QVK]Z� PQOPMZ� WXMZI\QVO� KW[\[�� *]\� _PI\� KW]TL� \PQ[�
mean for security?

* Continued local and industrial oil theft. The oil theft situation 
likely will not change. Nigerian oil companies are picking up 
most of  the onshore blocks, but oil theft at all levels is a crim-
QVIT�� NWZ�XZWÅ\� MV\MZXZQ[M��<PQM^M[� LW� VW\� LQ[\QVO]Q[P� JM\_MMV�
XQXMTQVM[�W_VML�Ja�17+[�IVL�\PW[M�W_VML�Ja�6QOMZQIV�ÅZU[��
A pipeline is a pipeline, an opportunity to make some serious 
cash. Oil theft has been a problem for Nigerian companies, too, 
and theft-related damage to oil infrastructure will continue re-
gardless of  ownership as long as desperate poverty in the Delta 
persists.

* Increased targeting of  LNG infrastructure and personnel. Ni-
geria holds the largest natural gas reserves in Africa, though the 
sector is considerably less developed than crude oil. The limit-
ed LNG infrastructure already in place has not seen as much 
damage as its crude oil counterparts. LNG holds less value for 
thieves, since demand for oil far outstrips demand for natural 
gas and is therefore harder to re-sell. However, LNG theft is not 
unprecedented: Shell has declared force majeure several times 
in the last few years as a result of  theft-related damage.

LNG theft, much like oil theft, will continue. But likely the LNG 
industry will begin experiencing more deliberate violence at the 
hands of  militants. As Nigerian companies take over oil blocks, 
LNG infrastructure and personnel will become relatively more 
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convenient and promising IOC targets. The same is true for oth-
er onshore infrastructure in which IOCs will retain a stake, such 
as pipelines and export terminals.

* Increased targeting of  Nigerian oil companies. Nigerian oil 
companies often assert that they will be better able to establish 
positive community relations in the Delta. This may be true, to 
some degree – shared nationality and, sometimes, cultural and 
TQVO]Q[\QK�\QM[�UIa�MI[M�QV\MOZI\QWV�WN �WQT�ÅZU[�QV\W�KWUU]VQ\QM[��
But this does not necessarily protect them from Delta militants.

6W\�ITT�QV[]ZOMVKQM[�ZMTa�WV�XWX]TIZ�[]XXWZ\�QV�MY]IT�UMI[]ZM��
In Pakistan’s FATA re-
gion, for example, mili-
tants are almost entirely 
[MTN�[]ٻKQMV\� IVL�WXMZ-
ate independent of  local 
KQ^QTQIV[�� =ZJIV� 1ZIY��
where the insurgency 
could not survive with-
out popular support, lies 
on the other extreme. 
The Niger Delta more 
closely resembles Paki-
stan. Militant groups do 
not need the support of  local communities to operate. By exten-
sion, oil companies cannot end the violence solely by “winning 
hearts and minds” through positive community relations. 

This spells trouble for Nigerian companies. They lack the re-
sources to implement large-scale social welfare initiatives, like 
Chevron’s Foundation for Partnership Initiatives in the Niger 

There may be a honey-
moon phase, but odds 
are the relationship be-
tween Nigerian compa-
nies and the surround-
ing community will turn 
sour sooner or later.  
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Delta (PIND). Even if  they do manage to improve relations 
with the locals, they won’t have addressed any of  the under-
lying grievances that drive militant action. Delta militants op-
pose everyone they see as exploiting their region, especially their 
own government. Time and again, they have shown themselves 
willing to attack Nigerian politicians, security forces, religious 
leaders, wealthy civilians, and even children. There may be a 
honeymoon phase, but odds are the relationship between Nige-
rian companies and the surrounding community will turn sour 
sooner or later. 

And when it does, we will probably see an escalation of  mil-
itary operations onshore. Nigerian companies have closer ties 
to the government than IOCs. South Atlantic Petroleum, Ltd. 
is chaired by General T.Y. Danjuma, former Minister of  De-
NMV[M�IVL�)ZUa�+PQMN �WN �;\I��2ٺ][\�TI[\�UWV\P��I�*ZQ\Q[P�XZW[M-
cutor revealed that Oando, one of  Nigeria’s largest indigenous 
oil companies, was involved in money laundering and embez-
zlement with the former Governor of  Delta State, James Ibori. 
Ibori – who is now in prison – allegedly owned 30% of  the com-
pany, which paid millions of  dollars into a private Swiss bank 
account he held. This is a rare public example of  the endemic 
corruption in Nigerian government, but it’s a safe bet that Ibori 
Q[V¼\�\PM�WVTa�KWZZ]X\�XWTQ\QKQIV�_Q\P�[QOVQÅKIV\�QV\MZM[\[�QV�6QOM-
rian oil companies.

The turnover of  responsibilities and infrastructure onshore will 
XTIKM� \PM� J]ZLMV[� WN � WV[PWZM� \PMN\� IVL� [IJW\IOM� [Y]IZMTa� WV�
Nigerian shoulders. Thus, as Nigerian companies lose more and 
UWZM�UWVMa��\PMa�_QTT�X][P�NWZ�QVKZMI[ML�LMNMV[Q^M�IVL�WٺMV-
sive security measures. This probably includes an escalation of  
Nigerian military operations to protect vulnerable government 
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interests in these companies.

��1VKZMI[ML�\IZOM\QVO�WN �Wٺ[PWZM�WQT�QVNZI[\Z]K\]ZM��7ٺ[PWZM�QV-
NZI[\Z]K\]ZM�WٺMZ[�I�U]KP�UWZM�LQٻK]T\�\IZOM\�NWZ�UQTQ\IV\[��NWZ�
ITT� \PM� ZMI[WV[�XZM^QW][Ta�LQ[K][[ML��*]\�¹UWZM�LQٻK]T\º�LWM[�
not mean “impossible.” MEND demonstrated the capability to 
I\\IKS�Wٺ[PWZM�XTI\NWZU[�UWZM�\PIV�Å^M�aMIZ[�IOW��_PMV�\PMa�
successfully shut down Shell’s massive Bonga oil platform. The 
PMI^QTa�NWZ\QÅML�NIKQTQ\a�Q[�TWKI\ML�����SU�Wٺ�\PM�?IZZQ�KWI[\�QV�
1000m deepwater.

But why go to all the trouble of  attacking a deepwater facility 
when you have an easier target next door? This logic explains 
_Pa� [W� NM_� I\\IKS[� \W� LI\M� PI^M� \ISMV� XTIKM� Wٺ[PWZM�� *]\� I[�
17+[�UW^M�I_Ia�NZWU�WV[PWZM�WXMZI\QWV[��\PMQZ�Wٺ[PWZM�QVNZI-
structure will become a more favorable target. We can see early 
Z]UJTQVO[�QV�5-6,¼[�X]JTQK�\PZMI\�TI[\�_MMS"�¹7ٺ[PWZM�WXMZ-
ations are not a safe haven. MEND has visited Bonga before 
and we will do it again when the time is right.” This is not an 
empty threat. IOCs should be prepared for increased danger of  
militant attacks in the Gulf  of  Guinea – or, as it is more often 
termed, piracy.

��1VKZMI[ML�\IZOM\QVO�WN �Wٺ[PWZM�XMZ[WVVMT�NWZ�SQLVIX�IVL�ZIV-
[WU��3QLVIXXQVO[�PI^M�QVKZMI[ML�[QOVQÅKIV\Ta�QV�6QOMZQI�[QVKM�
������_PMV�5-6,�JMOIV�\IZOM\QVO�NWZMQOV�WQT�_WZSMZ[�WV�Wٺ-
shore platforms. Now, kidnap-for-ransom is a thriving criminal 
enterprise, both throughout the Delta and on the Gulf  of  Guin-
ea. Foreigners remain the primary targets, since Western busi-
nesses tend to pay the biggest ransoms.

There are a few reasons to expect more piracy kidnappings as 
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\PM�17+[�UW^M�Wٺ[PWZM��.QZ[\��\PM�[IUM�TWOQK�_M�R][\�IXXTQML�\W�
IOC infrastructure applies to personnel, as well. Militants will 
continue to target IOC personnel as part of  their campaign to 
drive the Nigerian oil industry out of  the Delta, no matter where 
\PMa�IZM��1N �XMZ[WVVMT�UW^M�Wٺ[PWZM��UQTQ\IV\[�_QTT�NWTTW_�

Secondly, Nigerian piracy is all about the ransoms. Data from 
the International Maritime Bureau shows how Nigerian piracy 
has evolved from focusing primarily on theft to kidnap-for-ran-
som. Piracy-related abductions are on the rise. Ransom pay-
ments promise millions of  dollars to criminal and/or militant 
groups – enormous sums that far outweigh any licit (and most 
illicit) methods of  income. 

6QOMZQIV�MUXTWaMM[�WN �\PM�QVLQOMVW][�ÅZU[�\ISQVO�W^MZ�WV[PWZM�
are not promising targets for kidnapping. Their companies lack 
the resources of  multinational companies and, therefore, the 
means to pay a large ransom. Would-be kidnappers will need 
to locate new targets – most likely foreign personnel from IOCs, 
support vessels, cargo ships, and others in the Gulf  of  Guinea.
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This played out recently in the public eye when pirates kid-
VIXXML� \_W�)UMZQKIV[�Wٺ�I�=�;��ÆIOOML� []XXTa� ^M[[MT� QV� \PM�
Gulf  of  Guinea, releasing them a few weeks later after receiv-
ing a $2 million cash ransom payment. The pirates self-identi-
ÅML�I[�5-6,��IT\PW]OP�\PM�VIUM�Q[�IXXZWXZQI\ML�^MZa�TWW[MTa�
these days) and afterwards reported that the incident “ended on 
I�PIXXa�VW\M�º�0IXXa�NWZ�\PM�ZQKP�XQZI\M[��UIaJM��0QOP�XZWÅTM�
successful kidnap-for-ransom cases, like this one, demonstrate 
the relative ease of  these operations and embolden others to 
follow their lead.

Of  course, it is one thing to say that foreign personnel will be 
increasingly targeted in kidnap-for-ransom pirate attacks, and 
another thing to say those attacks will be successful. Many other 
variables impact the success of  militant and criminal operations, 
from the activities of  Nigerian military forces to shipboard se-
curity measures. In any case, it is clear that – since the IOCs 
are here to stay – they should carefully consider how shifting 
dynamics in the oil industry might change their security needs, 
and prepare accordingly.
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OV�6W^MUJMZ�����������\PM�8����IVL�1ZIV�IOZMML�\W�
an initial deal on Iran’s nuclear program. After sev-
en years of  United Nations (UN) sanctions, it appears 

\PI\�\PM�QV\MZVI\QWVIT�KWVÆQK\�W^MZ�1ZIV¼[�V]KTMIZ�XZWOZIU�UIa�
JM�ÅVITTa�KWUQVO�\W�IV�MVL�1�?PQTM�\PM�/MVM^I�LMIT¸WٻKQITTa�
called the “Joint Plan of  Action”—is only an interim agreement 
valid for six months (and renewable by mutual consent), it is 
\PM�ÅZ[\� [\MX� QV� MVLQVO�LMKILM[�WN �PW[\QTQ\a�JM\_MMV� 1ZIV�IVL�
the West. The interim deal freezes key parts of  Iran’s nuclear 
program in exchange for limited sanctions relief  until a mutu-
ally-agreed, long-term comprehensive solution can be reached. 
While both sides have an incentive to adhere to the interim 
IOZMMUMV\��Q\�ZMUIQV[�]VKTMIZ�QN �1ZIV�JMTQM^M[�Q\�Q[�[]ٻKQMV\Ta�QV-
centivized to adhere to a long-term, comprehensive agreement. 

The Geneva nuclear deal outlines the plan to reach a “mutual-
ly-agreed long-term comprehensive solution that would ensure 

The Deal
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Iran’s nuclear program will be exclusively peaceful.”2 The deal 
recognizes that a comprehensive solution will involve a recipro-
cal, step-by-step process, which will eventually ensure the peace-
ful nature of  the program as well as lift all UN Security Coun-
cil, multilateral, and bilateral sanctions related to Iran’s nuclear 
XZWOZIU��<PM�/MVM^I�LMIT�W]\TQVM[�\PM�ÅZ[\�[\MX�WN �\PQ[�XZWKM[[�

According to the Geneva nuclear deal, Iran will dilute half  of  its 
existing 20%-enriched uranium to no more than 5 percent. Iran 
agrees to not enrich uranium over 5 percent for the duration of  
the six months, and announces that it will not advance its ac-
tivities at the Natanz Fuel 
Enrichment Plant, Fordow, 
or the Arak reactor. There 
will be no new locations 
for enrichment, and Iran 
will continue to safeguard 
its research and develop-
ment practices. Iran also 
agrees to halt reprocessing 
and any construction of  
facilities capable of  repro-
cessing. In addition, Iran 
agrees to enhanced moni-
toring, including providing 
[XMKQÅML�QVNWZUI\QWV�\W�\PM�1V\MZVI\QWVIT�)\WUQK�-VMZOa�)OMV-
cy (IAEA) on its plans for nuclear facilities and allowing daily 
IAEA inspector access.

1V�M`KPIVOM��\PM�8����IOZMM�\W�¹XI][M�MٺWZ\[�\W�N]Z\PMZ�ZML]KM�
Iran’s crude oil sales, enabling Iran’s current customers to pur-
chase their current average amounts of  crude oil.” There will 

While both sides have 
an incentive to adhere 
to the interim agree-
ment, whether Iran is 
�KQMV\Taٻ[] QVKMV\Q^QbML�
to adhere to a long-
term, comprehensive 
agreement is unclear. 
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be no new nuclear-related UN Security Council sanctions, and 
\PM�8����IOZMM� \W�ITTW_�\PM�ZMXI\ZQI\QWV�WN �I� TQUQ\ML�IUW]V\�
of  revenue held abroad. In addition, the United States and the 
European Union agree to suspend sanctions on insurance and 
transportation services, petrochemical exports, gold and pre-
cious metals, and the auto industry. The U.S. and EU will refrain 
from imposing new nuclear-related sanctions, and will establish 
I� ÅVIVKQIT� KPIVVMT� \W� NIKQTQ\I\M� P]UIVQ\IZQIV� \ZILM� NWZ� 1ZIV¼[�
domestic needs using Iranian oil revenues held abroad. 

According to the Joint Plan of  Action, the parties aim to agree to 
a comprehensive solution no more than a year after the Geneva 
LMIT��)�KWUXZMPMV[Q^M�LMIT�_W]TL�¹ZMÆMK\�\PM�ZQOP\[�IVL�WJTQOI-
tions of  parties to the NPT and IAEA safeguards agreements.” 
It would comprehensively lift UN Security Council, multilater-
al, and bilateral nuclear-related sanctions, and establish a “mu-
\]ITTa�LMÅVML� MVZQKPUMV\� XZWOZIU� _Q\P� U]\]ITTa�IOZMML� XI-
rameters consistent with practical needs.” There would be no 
reprocessing or construction of  a facility capable of  reprocess-
ing spent fuel to recover plutonium, and all concerns related to 
the Arak reactor would be fully resolved. Iran would fully im-
plement the agreed upon transparency measures and enhanced 
monitoring, and would ratify and implement the Additional 
Protocol, which expands the IAEA’s authority to monitor nucle-
ar activities. Iran’s nuclear program would include international 
civil nuclear cooperation, including modern light water power 
and research reactors, the supply of  modern nuclear fuel, and 
R&D practices. Finally, following the successful implementation 
WN �\PM�ÅVIT�[\MX�WN �\PM�KWUXZMPMV[Q^M�[WT]\QWV��1ZIV¼[�V]KTMIZ�
program would be treated the same as those of  any non-nuclear 
weapon state member of  the Nuclear Non-Proliferation Treaty.
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Both Iran and the West have an incentive to adhere to the 
[PWZ\�\MZU�IOZMMUMV\��)\�TMI[\�QV�\PM�[PWZ\�\MZU��\PM�JMVMÅ\[�
WN �KWWXMZI\QVO�[QOVQÅKIV\Ta�W]\_MQOP�\PM�KW[\[�WN �LMNMK\QWV�NWZ�
both sides. Iran gains a pause from the international sanctions 
that are currently crippling its economy and a greater freedom 
to trade in the global economy. The deal also implicitly assures 
that the United States and Israel will not militarily confront 
Iran during the course of  the current negotiations. Thus, Iran 
will not unnecessarily antagonize the West during the nego-
tiations over a long-term agreement; doing so would almost 
certainly trigger increased sanctions, and would increase the 
likelihood of  military confrontation. At least in the short term, 
Iran has a strong incentive to cooperate.

The United States also has an incentive to cooperate with deal, 
if  for no other reason than it preserves its international im-
IOM�IVL�ZM[XMK\�I[�I�KWVÆQK\�UMLQI\WZ��<PM�=VQ\ML�;\I\M[�OIQV[�
temporary assurance that Iran’s nuclear program is peaceful. 
In addition, the United States can gain valuable intelligence 
on the current state and capabilities of  the program. Unless 
Iran has hidden some of  its centrifuges or fuel rods—which 
_W]TL�JM�^MZa�LQٻK]T\�\W�LW�_Q\PW]\�LM\MK\QWV¸WZ�\PM�1)-)�
inspectors refuse to share information from their inspections, 
the United States should gain useful intelligence on the compe-
tence and capacity of  the program. Finally, the United States 
delays any planned military strike against Iran, thus avoiding 
the need to commit the resources needed to launch such a mil-
itary campaign. Thus, we can expect both the United States 
and Iran to cooperate with the agreement during negotiations.

However, while both sides have an incentive to cooperate on 

Analysis of  the Deal
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the interim agreement, the long-term prospects are much less 
clear. Iran’s incentives to adhere to a long-term, comprehensive 
agreement depend critically on Tehran’s perceived need for a 
nuclear deterrent and its domestic politics. American domestic 
politics will also alter Iran’s perspectives, as the diplomatic carrot 
of  sanctions relief  will only work if  Congress plays along with 
Iran and removes sanctions in return for Iran’s cooperation.

Iran likely sees nuclear weapons as a deterrent against exter-
nal threats. Nuclear weapons make the cost of  war frighteningly 
high, thus discouraging states from starting wars that might lead 
to the use of  such weapons.3 From Tehran’s perspective, a nu-
clear weapon would provide a much-needed security guarantee 
against U.S. or Israeli aggression. 

A nuclear-armed Iran would also balance Saudi Arabia and Is-
rael’s regional power. While Saudi Arabia—a Sunni state—does 
not itself  possess nuclear weapons, its vast oil wealth allows it to 
M`MZKQ[M�[\ZWVO�QVÆ]MVKM�QV�\PM�ZMOQWV��1[ZIMT¸I�2M_Q[P�[\I\M¸
is widely known to possess nuclear weapons. As both nations 
are hostile to Tehran, a nuclear Iran could counter the military 
KIXIJQTQ\QM[�WN �1[ZIMT�IVL�XZW^QLM�I�[\ZWVO�;PQ¼I�QVÆ]MVKM�QV�I�
largely Sunni-dominated region. In particular, nuclear-armed 
Iran would allow Tehran to expand its support for terrorism in 
the Middle East with reduced fear of  strong retaliation.

<MPZIV� PI[� OWWL� ZMI[WV� \W� [MMS� I� [MK]ZQ\a� J]ٺMZ� IOIQV[\� \PM�
West. Not only do the United States and Iran share mutual ani-
mosity, but it has also experienced U.S.-led regime change in its 
history. In response to the brief  nationalization of  the Iranian 

Nuclear Deterrence
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WQT�QVL][\Za��\PM�+1)�IVL�51��WZKPM[\ZI\ML�I�KW]X�L¼u\I\�IOIQV[\�
Iran in 1953, which overthrew democratically elected Prime 
Minister Mohammad Mosaddegh and his cabinet. The United 
States’ strong support for Shah Mohammad Reza Pahlavi before 
his overthrow in the 1979 Iranian Revolution as well as its refus-
IT�\W�M`\ZILQ\M�\PM�;PIP�IN\MZ�PM�ÆML�\W�\PM�=�;��IT[W�ZMQVNWZKM[�
the current Iranian government’s distrust for the West. Consid-
MZQVO� N]Z\PMZ� \PM�?M[\¼[� []XXWZ\� NWZ� 1ZIY�L]ZQVO� \PM� 1ZIV�1ZIY�
war, the U.S. invasion of  Afghanistan, President Bush’s 2002 
¹I`Q[�WN �M^QTº�[XMMKP��IVL�\PM�[]J[MY]MV\�=�;��QV^I[QWV�WN �1ZIY�
in 2003, Tehran reasonably feels threatened by the U.S. In fact, 
with three nuclear powers in its neighborhood (Pakistan, India, 
IVL�1[ZIMT���=�;��\ZWWX[�WV�\_W�[QLM[��QV�1ZIY�IVL�)NOPIVQ[\IV��
for the past decade, and U.S. naval forces patrolling the Persian 
Gulf, it would be surprising if  Iran wasn’t interested in its own 
deterrent.4 And with North Korea as an example, it would be 
understandable if  Tehran sees nuclear weapons as credible de-
terrent against hostile states.

Thus, Tehran may simply determine (or may have already de-
termined) that its security depends on possessing nuclear weap-
ons. If  Iran sees nuclear deterrence as critical to its regime’s 
survival, sanctions are unlikely to change its mind.5 Given its 
history with the West, Tehran is unlikely to trust any security 
promise that may come through current negotiations. Thus, a 
credible commitment from Iran may simply not be possible.

Iranian domestic politics will inevitably play a role in the success 
or failure of  negotiations. Using appeals to nationalism, Tehran 
PI[�UILM�Q\[�V]KTMIZ�XZWOZIU�I�LMÅVQVO�LWUM[\QK�XWTQ\QKIT�Q[[]M��

Iranian Domestic Politics
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Even in the absence of  weaponization, the program serves as a 
symbol of  Iran’s modernity, sovereignty, and status in the region. 
However, economic losses have placed a considerable strain on 
domestic support for the nuclear program. The continuation 
of  Iran’s nuclear program as it currently stands may simply be 
I� Y]M[\QWV� WN � PW_� TWVO�<MPZIV� KIV�UIQV\IQV� \PM� X]JTQK� XMZ-
ception that sovereign 
nuclear energy is worth 
the economic costs.

Between the nuclear en-
ergy establishment and 
hard-line politicians, 
<MPZIV�PI[�UIVa�QVÆ]-
ential political actors who have a strong interest in maintaining 
\PM�V]KTMIZ�XZWOZIU��)[�0IZ^IZL�=VQ^MZ[Q\a¼[�5IRQL�:IÅbILMP�
M`XTIQVML"�¹)Va�1ZIVQIV�ILUQVQ[\ZI\QWV�\PI\�[PW_[�[QOV[�WN �ÆM`-
ibility towards mending diplomatic and political ties with the 
West faces these vast political and economic powerful monopo-
lies that fundamentally oppose ‘The Great Satan.’”6 There are 
almost certainly some hardline elites in the Islamic Republic who 
are pushing for weaponization. The strength of  these hardliners 
IVL� \PMQZ� QV\MZM[\[�_Q\PQV� \PM�OW^MZVUMV\�_QTT� TQSMTa� QVÆ]MVKM�
_PI\�WX\QWV[�IZM�WV�IVL�Wٺ�\PM�\IJTM�

Iran has also succeeded in mobilizing the public in support of  
Iran’s right to nuclear energy. The nuclear program has enjoyed 
broad popular support due to its promised energy independence 
IVL� [KQMV\QÅK� XZWOZM[[�� I[�_MTT� I[� Q\[� I[[MZ\QWV� WN � 1ZIV¼[� ZQOP\[�
against foreign powers.7�)KKWZLQVO� \W�I������/ITT]X�XWTT��ÅN-
ty-six percent of  Iranians support Iran developing its own nucle-
ar power capabilities for non-military use, and thirty-four per-

A credible commit-
ment from Iran may 
simply not be possible.
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cent support Iran developing its own nuclear power capabilities 
for military use.8 Thus, Tehran has succeeded thus far in using 
the prolonged crisis to rally support for the program and the 
regime.

0W_M^MZ�� 1ZIV� PI[� IT[W� �MZMLٺ[] MKWVWUQKITTa� NZWU� \PM� [IVK-
tions. While sanctions may have created a domestic “rally round 
\PM�ÆIOº�MٺMK\�QVQ\QITTa��[][\IQVML�MKWVWUQK�XZM[[]ZM�WV�1ZIV�_QTT�
almost certainly cause loss of  popular support for the nuclear 
XZWOZIU�QV�\PM�TWVO�Z]V��<WLIa��1ZIV�[]ٺMZ[�NZWU�VMOI\Q^M�MKW-
nomic growth, currency depreciation, and high rates of  unem-
ployment. Without economic improvements, it is unlikely that 
Tehran will be able to hold on to its public support for long.

.WZ�\PM�ÅZ[\�\QUM�QV�\_W�LMKILM[��1ZIVQIV�MKWVWUQK�OZW_\P�_I[�
negative in 2012 and 2013.9�<WLIa��1ZIV¼[�QVÆI\QWV�ZI\M�[\IVL[�
at 19.7 percent, one of  the highest in the world.10 At its peak in 
2]Ta�������1ZIV¼[�QVÆI\QWV�ZI\M�ZMIKPML������XMZKMV\�11 Iran’s lack 
of  international integration and trade has also resulted in high 
rates of  unemployment. Today, Iran’s unemployment rate stands 
at 10.5 percent.12 Its youth unemployment rate, however, is a 
staggering 26.9 percent.13 Lack of  job opportunities has caused 
many educated Iranian youth to seek jobs overseas, resulting in 
I� [QOVQÅKIV\� ¹JZIQV� LZIQV�º14 Thus, Iran’s continued isolation 
and hostility over its nuclear program may only continue insofar 
as the regime can convince its people that the program is worth 
the dramatic economic costs.

U.S. domestic politics may also disincentivize Iran from agreeing 
to a long-term, comprehensive solution to its nuclear program. 

U.S. Domestic Politics
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If  the United States cannot credibly promise decreased sanc-
tions in exchange for Iran allowing increased access to IAEA 
inspectors, then Iran would have very little incentive to cooper-
ate. Given the recent congressional threat to increase sanctions 
against Iran after they came to the negotiating table, the U.S. 
+WVOZM[[�UIa�JM�I�[QOVQÅKIV\�WJ[\IKTM�\W�I�TWVO�\MZU�LMIT�

There are two types of  U.S. bilateral sanctions against Iran: 
executive orders and congressional sanctions. While President 
Obama can easily remove executive order sanctions simply by 
unilateral repeal, he needs Congress to pass legislation to re-
move the congressional sanctions. And given that the congres-
sional sanctions contain the much harsher blacklists of  virtually 
ITT�WN � 1ZIV¼[�MVMZOa��ÅVIVKQIT�IVL� \ZIV[XWZ\I\QWV�[MK\WZ[�� \PM[M�
IZM�\PM�[IVK\QWV[�\PI\�U][\�JM�IT\MZML�WZ�ZMXMITML�\W�[]ٻKQMV\Ta�
incentivize Iran into cooperating.

Admittedly, there are many reasons why Congress may wish to 
maintain sanctions on Iran even if  it cooperates on the nucle-
ar front; Tehran’s support for terrorism being the primary rea-
son. However, if  Iran cannot trust the United States to reduce 
its bilateral sanctions in return for Tehran’s cooperation with 
the IAEA, then sanctions provide no real diplomatic “carrot.” 
Thus, the U.S. may—intentionally or not—sabotage the nuclear 
negotiations due to its own domestic gridlock.

Assuming that Tehran desires a nuclear weapon for deterrence, 
the timing of  weaponization is critical. Iran would not risk pre-
ventive war in order to prevent the possibility of  U.S.-led regime 
change in the future. Thus, Iran would avoid weaponization (or 

Risk of  Preventive War
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the appearance of  weaponization) when the risks of  preventive 
war from the U.S. and Israel are high. 

The Obama administration’s rhetoric towards the possibility of  
a nuclear-armed Iran should deter weaponization for the time 
being. President Obama has said publicly no less than twenty 
times that the United States is “determined to prevent Iran from 
OM\\QVO�I�V]KTMIZ�_MIXWVº�IVL�PM�¹_QTT�\ISM�VW�WX\QWV[�Wٺ�\PM�
table to achieve that goal.”15 
With U.S. national interests 
and credibility on the line, a 
military response is likely if  
1ZIV� [PW_[� KTMIZ� MٺWZ\[� \W-
wards weaponization. Thus, 
Iran is wise to show signs of  
cooperation now.

Whether Tehran weaponizes 
depends on how it sees the 
threat of  a preventive war by the United States and Israel today 
and how it sees the threat of  regime change in the future. If  
IKY]QZQVO�I�V]KTMIZ�_MIXWV�\WLIa�_W]TL�LM\MZ�JW\P��\PMV�\PMZM�
would be no reason not to build a bomb. But if  the process of  
building a bomb would cause a preventive war today, the choice 
OM\[�UWZM�LQٻK]T\��<P][�� QN � \PM�XZWJIJQTQ\a�WN �XZM^MV\Q^M�_IZ�
is high, Iran’s best choice may be to stay where they are—in a 
sort of  limbo—or to appear to be (or really be) de-escalating the 
crisis. But in the future, if  Iran still feels the need for a nuclear 
deterrent and the chance of  preventive war is low, a bomb may 
be imminent. 

The U.S. may—inten-
tionally or not—sab-
otage the nuclear ne-
gotiations due to its 
own domestic gridlock.
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Iran’s decision to weaponize will likely depend on its cost-ben-
MÅ\� IVITa[Q[� WN � \PM� TWVO�\MZU� MٺMK\[� WN � J]QTLQVO� I� JWUJ��7V�
the pro-weaponization side, Iran would gain a nuclear deterrent 
against the U.S. and Israel, and thus the freedom to exercise 
UWZM�XW_MZ�IVL�QVÆ]MVKM�QV�\PM�ZMOQWV��<MPZIV�_QTT�IT[W�[I\Q[Na�
its domestic hardliners who support weaponization. However,  
Iran faces dramatic economic losses that will increase the suf-
fering of  the Iranian people. Such losses may, in the long-term, 
turn people against the nuclear program and possibly the re-
OQUM� Q\[MTN��<P][��_PM\PMZ�1ZIV�KWV\QV]M[� Q\[� [\IVLWٺ�_Q\P� \PM�
West over its nuclear program may simply depend on how long 
Iran can convince its people that the program is worth the costs.

With the recent Geneva nuclear deal, Iran and the West have 
\PM�WXXWZ\]VQ\a�\W�ZM[WT^M�I�LMKILM[�WTL�QV\MZVI\QWVIT�KWVÆQK\��
Trust between both sides is low, and for good reason. While the 
deal incentivizes both Iran and the West to cooperate in the short 
term, a long-term agreement may be torpedoed by Iranian se-
curity concerns or domestic politics on either side. The Geneva 
V]KTMIZ�LMIT�Q[�I�OWWL�ÅZ[\�[\MX�\W�ZM[WT^QVO�\PM�KZQ[Q[#�PW_M^MZ��
more diplomacy may be needed. While all parties should be op-
timistic for a future where Iran can again integrate into the glob-
al economy without Western doubts over its nuclear ambitions, 
\PMZM�IZM�[QOVQÅKIV\�P]ZLTM[�\W�W^MZKWUM�

Conclusion

Long-term Gains and Losses
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���<PM�8����Q[�I�OZW]X�WN �[Q`�_WZTL�XW_MZ[�\PI\�RWQVML�\PM�LQXTWUI\QK�MٺWZ\[�_Q\P�1ZIV�W^MZ�Q\[�V]KTMIZ�XZW-
OZIU�QV�������<PM�\MZU�ZMNMZ[�\W�\PM�Å^M�XMZUIVMV\�UMUJMZ[�WN �\PM�=6�;MK]ZQ\a�+W]VKQT��VIUMTa�\PM�=VQ\ML�
;\I\M[��:][[QI��+PQVI��\PM�=VQ\ML�3QVOLWU�IVL�.ZIVKM��XT][�/MZUIVa�
���¹2WQV\�8TIV�WN �)K\QWV�º����6W �̂�������?MJ��$P\\X"��MMI[�M]ZWXI�M]�[\I\MUMV\[�
LWK[������������G��GMV�XLN&�
���3MVVM\P�?IT\b��¹<PM�;XZMIL�WN �6]KTMIZ�?MIXWV["�5WZM�5Ia�JM�*M\\MZ�º�)LMTXPQ�8IXMZ[��6]UJMZ�����
�4WVLWV"�1V\MZVI\QWVIT�1V[\Q\]\M�NWZ�;\ZI\MOQK�;\]LQM[���! ��
���?IT\��;\MXPMV�5��¹)�:MITQ[\QK�)XXZWIKP�\W�1ZIV¼[�6]KTMIZ�8ZWOZIU�º�.WZMQOV�8WTQKa���!�5IZ�����!��?MJ��
$P\\X"��___�NWZMQOVXWTQKa�KWU�XW[\[����!�����!�IGZMITQ[\QKGIXXZWIKPG\WGQZIV[GV]KTMIZGXZWOZIU&�
���?IT\b��3MVVM\P��¹?Pa�1ZIV�;PW]TL�/M\�\PM�*WUJ�º�.WZMQOV�)ٺIQZ[��2]Ta�)]O��������?MJ��
$P\\X"��___�NWZMQOVIٺIQZ[�KWU�IZ\QKTM[��������SMVVM\P�V�_IT\b�_Pa�QZIV�[PW]TL�OM\�\PM�JWUJ&�
���:IÅbILMP��5IRQL��¹»,MI\P�\W�)UMZQKI��\PM�/ZMI\�;I\IV¼�º�)T�)ZIJQaI�6M_[�����7K\��������?MJ��
$P\\X"��MVOTQ[P�ITIZIJQaI�VM\�MV�^QM_[�VM_[�UQLLTM�MI[\�������������,MI\P�\W�)UMZQKI�\PM�/ZMI\�
Satan-.html>.
���+P]JQV��;PIPZIU��¹<PM�8WTQ\QK[�WN �1ZIV¼[�6]KTMIZ�8ZWOZIU�º�<PM�1ZIV�8ZQUMZ��<PM�=VQ\ML�;\I\M[�1V[\Q\]\M�
WN �8MIKM��?MJ��$P\\X"��QZIVXZQUMZ�][QX�WZO�ZM[W]ZKM�XWTQ\QK[�QZIV[�V]KTMIZ�XZWOZIU&�
 ��AW]VQ[��5WPIUML��¹1ZIVQIV[�5Q`ML�WV�6]KTMIZ�+IXIJQTQ\QM[�º�/ITT]X�����7K\��������?MJ��$P\\X"��
___�OITT]X�KWU�XWTT��������QZIVQIV[�UQ`ML�V]KTMIZ�KIXIJQTQ\QM[�I[X`&�
!��¹<PM�?WZTL�.IK\JWWS"�1ZIV�º�+MV\ZIT�1V\MTTQOMVKM�)OMVKa�����)XZ��������?MJ��$P\\X["��___�KQI�OW^�
TQJZIZa�X]JTQKI\QWV[�\PM�_WZTL�NIK\JWWS�OMW[�QZ�P\UT&�
����¹1ZIV�1VÆI\QWV�:I\M�º�<:),16/�-+76751+;��?MJ�����5Ia�������$P\\X"��___�\ZILQVOMKWVWU-
QK[�KWU�QZIV�QVÆI\QWV�KXQ&�
11. Ibid.
����¹1ZIV�=VMUXTWaUMV\�:I\M�º�<:),16/�-+76751+;��?MJ�����5Ia�������$P\\X"��___�\ZILQVO-
MKWVWUQK[�KWU�QZIV�]VMUXTWaUMV\�ZI\M&�
����1JQL�
����¹<PM�?WZTL�.IK\JWWS"�1ZIV�º�
����/WTLJMZO��2MٺZMa��¹7JIUI¼[�+Za[\IT�+TMIZ�8ZWUQ[M�\W�;\WX�1ZIV�.ZWU�/M\\QVO�I�6]KTMIZ�?MIXWV�º�<PM�
)\TIV\QK�����7K\�������?MJ��$P\\X"��___�\PMI\TIV\QK�KWU�QV\MZVI\QWVIT�IZKPQ^M���������WJIUI[�KZa[-
\IT�KTMIZ�XZWUQ[M�\W�[\WX�QZIV�NZWU�OM\\QVO�I�V]KTMIZ�_MIXWV����!���&�6I\QWV[�?MJ[Q\M�����5Ia������
P\\X"��___�]V�WZO�IXX[�VM_[�[\WZa�I[X'6M_[1,%�� ���+Z%IT[\WV�+Z�
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Crude oil and petroleum products have an enormous 
role in the American economy with far reaching social, 
political and environmental implications. Crude oil ac-

counts for 36% of  United States energy supply.1 In 2011, the 
United States consumed 6.87 billion barrels of  crude oil (18.83 
million barrels per day).2 Domestic oil production supplied 60% 
of  consumption (2.38 million barrels per day).3 Reports recently 
published by the IMF and University of  California Irvine in-
LQKI\M�\PI\�K]ZZMV\�OI[WTQVM�\I`M[�LW�VW\�ILMY]I\MTa�ILR][\�NWZ�
the negative social and environmental externalities of  petro-
leum usage.3 4 A federal gasoline tax was enacted in the 1930s to 
fund construction and maintenance of  national highways. His-
torically the tax increased nominally each year, but the current 
tax of  18.4 cents per gallon has not changed since 1994 even 
though the price of  gas has nearly tripled.5 Increasing the na-
tional gasoline tax could revitalize the United States’ degraded 
transportation infrastructure, minimize national security threats 
and reduce environmental impact. The following report evalu-
?aI\\�0WZIV�Q[�IV�]VLMZOZIL]I\M�[\]LMV\�I\�;\IVNWZL�=VQ^MZ[Q\a�_Q\P�IV�QV\MZM[\� QV�MVMZOa�
security and economics



SIPR Spring 2014  |  150

ates the merits of  these claims and suggests possible implications 
of  imposing a higher gasoline tax.

Increasing the national gasoline tax will provide economic sup-
port to revitalize our nation’s degraded transportation infra-
structure. When enacted, the 1994 gasoline tax supported most 
national highway maintenance and upgrades.5 The tax has not 
increased in nearly two decades and is currently the lowest gas 
tax in the developed world. As a result, the Transit Trust Fund, 
which supports highway maintenance, has been over drawn to 
the point of  bankruptcy. Currently, $72 billion must be spent to 
repair the nation’s degrading bridges.6 The American Society 
of  Civil Engineers estimates that the US needs to spend $2.75 
trillion to “maintain and improve its infrastructure by 2020.”6 
A higher national gasoline tax will support vastly under-funded 
highway and transportation maintenance and encourage eco-
nomic activity by supporting construction repairs throughout 
the nation. 

By elevating the federal gasoline tax, the US may minimize na-
tional security threats by decreasing its dependence on foreign 
WQT��<PM�MTI[\QKQ\a�WN �LMUIVL�WN �OI[WTQVM�Q[�[]ٻKQMV\Ta�PQOP�\PI\�
a higher gasoline tax would provide a disincentive to driving. A 
ZMTI\Q^MTa�[UITT� QVKZMI[M� QV� \PM�XZQKM�WN �OI[WTQVM�_W]TL�[QOVQÅ-
cantly reduce overall driving by American which would result 
in a decreased dependance on foreign oil. In 2012, the US im-
ported 40% of  its crude oil from abroad.6 The RAND corpora-
tion reported that “an abrupt and extended fall in the global oil 

.QVIVKQIT�*MVMÅ\[�WN �I�/I[WTQVM�<I`

Minimizing National Security Threats 
with the Gasoline Tax
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supply and the resulting higher prices would seriously disrupt 
U.S. economic activity.”2 Nations with unstable governments but 
MVWZUW][� WQT� ZM[W]ZKM[� PI^M� [QOVQÅKIV\� MKWVWUQK�XW_MZ� W^MZ�
the US, which threatens our national security. The US currently 
spends between 12-15% of  the 2008 defense budget on securing 
oil resources in the Persian Gulf.2 Ensuring a secure supply of  
oil—the lifeblood of  the American economy— will minimize 
national security threats. The RAND corporation claims that 
a higher gasoline tax will reduce our dependence on foreign 
oil by decreasing domestic consumption. An increased gas tax 
_W]TL�LQZMK\Ta�IٺMK\�KWV[]UMZ�LZQ^QVO�PIJQ\[#�)UMZQKIV�LZQ^-
MZ[�_W]TL�LZQ^M�TM[[�IVL�X]ZKPI[M�UWZM�N]MT�MٻKQMV\�KIZ[�WZ�][M�
public transportation which all serve to reduce oil consumption. 
Transportation accounts for 70% of  gasoline consumed in the 
US so even a small increase to the current gas tax “should serve 
to reduce the national security risks the United States faces from 
importing oil.”2 9 

Increasing the national gasoline tax will reduce environmental 
impact by accounting for negative externalities associated with 
oil consumption, like carbon emissions and other air pollutants. 
Current energy taxes are too low and do not account for en-
vironmental externalities. Carlo Cottarelli, the Director of  the 
15.¼[�.Q[KIT�)ٺIQZ[�,MXIZ\UMV\�� [\I\ML� \PI\� \I`M[�IZM�¹ZIZMTa�
PQOP�MVW]OP�\W�IKKW]V\�NWZ�ITT�WN �\PM�IL^MZ[M�MٺMK\[�WN �M`KM[[Q^M�
energy consumption.” According to new data compiled by the 
IMF, global subsidies for energy in 2011 totaled $1.9 trillion, 
or about 2.5% of  world GDP. Cottarelli’s remarks suggest that 
energy consumption, particularly from oil, has a far more ex-
pensive price tag.3 A University of  California Irvine study esti-
UI\ML�\PI\�IL^MZ[M�PMIT\P�MٺMK\[�NZWU�KWUJ][\QVO�WQT�IUW]V\[�

Addressing Environmental Impacts
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to about 40 cents per gallon. The current gas tax also does not 
IKKW]V\�NWZ�\PM�M`\MZVITQ\a�WN �\ZIٻK�KWVOM[\QWV��3MVVM\P�;UITT��

an economist at UC-Ir-
vine, estimates that the 
“average congestion cost 
is about 70 cents per gal-
lon.”4 If  a higher gasoline 
tax passes, some consum-
ers could choose to drive 
less and purchase more 
MٻKQMV\� KIZ[�� )� KPIVOM�

in American driving habits will reduce domestic oil consump-
tion. Consuming fewer oil products will decrease carbon emis-
sions and other air pollutants. Fewer emissions will reduce envi-
ronmental impact by reducing anthropogenic sources of  carbon 
pollutants that contribute to climate change. An increased gas-
oline tax could more accurately account for the negative exter-
nalities of  oil usage. 

Opponents to an increased gasoline tax claim that a higher tax 
will reduce economic activity by increasing the operating costs 
for most American companies.10 Opponents also assert that re-
ducing domestic oil consumption through a higher gas tax would 
not enhance national security as much as is expected by support-
MZ[�WN �I�PQOPMZ�\I`��;MV��2Mٺ�*QVOIUIV�I[[MZ\ML�\PI\�I�PQOPMZ�
OI[�\I`�UQOP\�VW\�¹[QOVQÅKIV\Ta�ZML]KM�VI\QWVIT�[MK]ZQ\a�\PZMI\[�
because domestic oil production has grown in recent years.”11

.QVITTa�� WXXWVMV\[� ][M� ]VQV\MVLML� MV^QZWVUMV\IT� MٺMK\[� I[� I�
counter argument for increasing the gasoline tax. A higher gas 
\I`�� \PMa�KTIQU��UIa� QVÆ]MVKM�)UMZQKIV[� \W�X]ZKPI[M�MTMK\ZQK�

Counterarguments to an Increased Tax

Subsidies for energy in 
2011 totaled $1.9 tril-
lion, or about 2.5% 
of  the world GDP
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vehicles some of  which cause more environmental damage than 
a conventional car fueled by gas ‘fracked’ from Canadian tar 
sands.4 12

���¹0W_�5]KP�7QT�,WM[�\PM�=VQ\ML�;\I\M[�+WV[]UM�XMZ�AMIZ'º�.)9��-1)��V�L��?MJ�����6W �̂�������
$P\\X"��___�MQI�OW^�\WWT[�NIY[�NIY�KNU'QL%��&�
���¹,WM[�1UXWZ\ML�7QT�<PZMI\MV�=�;��6I\QWVIT�;MK]ZQ\a'º�:)6,�+WZXWZI\QWV�8ZW^QLM[�7JRMK\Q^M�:M[MIZKP�
;MZ^QKM[�IVL�8]JTQK�8WTQKa�)VITa[Q[��6�X���V�L��?MJ�����6W �̂������
���+W\\IZMTTQ��+IZTW��)V\WQVM\\M�5��;IaMP��IVL�5I[WWL�)PUML��¹-VMZOa�;]J[QLa�:MNWZU"�4M[[WV[�IVL�1UXTQ-
KI\QWV[�º�15.��1V\MZVI\QWVIT�5WVM\IZa�.]VL��V�L��?MJ�����6W �̂������
���8IZZa��1IV�?�0��¹1[�/I[WTQVM�=VLMZ\I`ML�QV�\PM�=VQ\ML�;\I\M['º�1[�/I[WTQVM�=VLMZ\I`ML�QV�\PM�=VQ\ML�
;\I\M['�:M[W]ZKM[�NWZ�\PM�.]\]ZM��V�L��?MJ�����6W �̂������
���)OOIZ_ITI��:WPQ\�<��¹?IV\�*M\\MZ�:WIL['�3QTT�\PM�/I[�<I`�º�*TWWUJMZO�KWU��*TWWUJMZO�����2IV��������
?MJ�����6W �̂������
���¹<PM�+TMIZ�+I[M�NWZ�\PM�/I[�<I`�º�6a\QUM[�KWU��6M_�AWZS�<QUM[�����)]O��������?MJ�����6W �̂�������
���8ITUMZ��,W]O��¹*][QVM[[�/ZW]X�*IKS[�0QOPMZ�/I[�<I`�\W�.Q`�0QOP_Ia�;a[\MU�º:M]\MZ[��<PWU[WV�:M]\MZ[��
���.MJ��������?MJ�����6W �̂������
 ��¹,WM[�1UXWZ\ML�7QT�<PZMI\MV�=�;��6I\QWVIT�;MK]ZQ\a'º�:)6,�+WZXWZI\QWV�8ZW^QLM[�7JRMK\Q^M�:M[MIZKP�
;MZ^QKM[�IVL�8]JTQK�8WTQKa�)VITa[Q[��6�X���V�L��?MJ�����6W �̂�������
!��¹8M\ZWTM]U��7QT��º�1V[\Q\]\M�NWZ�-VMZOa�:M[MIZKP��6�X���V�L��?MJ�����6W �̂������
����/I[�<I`�?QTT�0]Z\�5L�¼[�-KWVWUa�º�*IT\QUWZM[]V�KWU��*IT\QUWZM�;]V��V�L��?MJ��� �6W �̂�������
$P\\X"��___�JIT\QUWZM[]V�KWU�VM_[�WXQVQWV�ZMILMZ[ZM[XWVL�J[�ML�OI[�\I`�TM\\MZ������������� �!����
story>. 
����*QVOIUIV��2M��¹ٺ-VMZOa�8WTQKa�QV�\PM�=;�º�<0163��!���-VMZOa��;\IVNWZL�=VQ^MZ[Q\a��8ITW�)T\W��� �
6W �̂�������4MK\]ZM�
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