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EDITOR’S NOTE

Dear	Readers,		

We	are	very	proud	to	present	to	you	issue	14	of	Dialogue!		
The	cover	“how	hard	will	we	fall	and	what	will	push	us	down”	is	beautifully	
paralleled	 to	 the	 famous	 story	of	 Sisyphus.	The	 9inancial	meltdown	of	 2008	
still	features	contemporary	headlines	and	debates	yet	arguably	we	are	already	
entering	a	new	era	of	hardship.	Sisyphus	pushed	the	ball	up	the	hill	towards	
the	sun	to	tumble	down	to	the	bottom	every	time	he	neared	the	peak.	His	fall	
is	 arguably	 natural	 and	 inevitable.	 However,	 our	 cover	 articles	 will	 aim	 to	
provide	 a	 variety	 of	 reasons	 why	 we	 may	 tumble.	 Although	 the	 oil	 crash	
plummeted	 on	 the	 markets	 now	 a	 month	 ago,	 its	 effects	 are	 hard	 felt	
throughout	industries,	governments	and	individuals.	Chinese	slowing	growth	
impacts	 all	 its	 trading	partners.	Another	potential	 source	 is	 the	UK	housing	
market,	which	may	 be	 in	 for	 a	 surprise.	 Although	 these	 aspects	will	 aim	 to	
provide	a	reason	for	the	next	fall,	the	question	is	indeed	whether	our	modern	
economy	may	be	compared	to	the	story	of	Sisyphus…		

As	the	third	issue	of	Dialogue,	my	term	as	editor-in-chief	has	come	to	an	
end.	 I	 am	humbled	and	grateful	 the	experience	of	collaborating	with	such	a	
wonderful	team.	I	would	like	to	extend	a	warm	thank	you	to	the	president	of	
the	 society	 Irina	 Dihanova	 and	 Professor	 Jeremy	 Jennings	 from	 the	 KCL	
Department	of	Political	Economy	for	believing	in	the	magazine	and	making	it	
possible.	 Another	 warm	 thank	 you	 goes	 to	 Dilruba	 Tayfun	 for	 yet	 another	
incredible	 cover	 image.	 To	 everyone	 else	 in	 the	 team:	 if	 you	 are	 graduating	
this	year	I	wish	you	all	the	best	for	your	future	endeavors.	If	you	are	staying	at	
KCL:	 thank	you	for	ensuring	that	Dialogue	and	the	politics	society	will	be	 in	
great	hands	upon	our	leaving.		

Happy reading and warm thank you!  
Naomi Roba  

Editor-in-chief  
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2016 began the year with big market selloffs around the 
world, and the Western media was quick to lay the blame 
on China as worries mounted over the significance of  a 
yuan devaluation and a weak stock market.  Before that, 
various talking heads have predicted the “collapse” of  
China, citing the local debt as a ticking time bomb.  While 
these situations can be of  concern to investors and 
policymakers trying to determine the impact of  China’s 
domestic economy on the world economy, their concerns 
are a bit misplaced.  The two probable scenarios that 
China’s economic downturn could lead to a market crash 
around the world would be 1) if  Western firms placed 
many highly leveraged bets on the direction of  China’s 
economy and their bets went against them; and 2) if  China 
entered into a war with Japan, the U.S., and/or another 
nation that would disrupt highly interconnected supply 
chains.   

First, the reason the yuan devaluation is a non-event is that 
China actually had been the only nation that had NOT 
devalued its currency in the so-called currency wars.  The 
U.S. Fed initially kicked off  the devaluations by being the 
first to institute quantitative easing after the 2008 financial 
crisis which was followed by the ECB, the BOJ, and central 
banks from many other nations.  The ECB devalued the 
euro close to 30% and the BOJ devalued the yen by roughly 

60% in the last few years. Yet, China was alone in not 
devaluing the yuan until late 2015 when it announced that it 
would peg the yuan to a basket of  currencies of  China’s 
largest trading partners in order to meet the demands from 
the IMF and US for a more “market-oriented” currency 
regime.  Even so, the yuan moved down only a few 
percentage points, which caused an overreaction in the 
financial markets for a few days.  By late January, the focus 
of  market displeasure had become the drop in oil prices 
instead of  China’s currency devaluation.  The chances of  
China devaluing its currency much further is extremely low 
because China has long demonstrated that China’s policy is 
to make changes incrementally when stability is their 
number one priority.  Unless China’s policy makers were 
suddenly forced to make the yuan a completely free-
floating currency, the yuan would not devalue dramatically 
or chaotically.  It is not in their best interest so there is 
currently no scenario in which that could be the case when 
they are not beholden to anyone from a currency 
standpoint.   

China’s weak stock market is also of  little consequence to 
the global financial system.  By most estimates, less than 
10% of  the Chinese population is invested in its stock 
markets, and foreign investors have virtually no exposure to 
the Chinese stock markets.  Thus, a crash in China’s stock 

markets will unlikely create a domino effect 
in its domestic real economy or across global 
markets given its limited transmission 
mechanisms.  The only way that a drop in 
Chinese stock markets can have a ripple 
effect is if  foreign investors placed highly 
leveraged derivative bets on the direction of  
Chinese stocks and the stock market and 
have them go sour.  The cause then would 
not be so much the Chinese economy 
causing a ripple effect per se, but foreign 
speculators who are causing the ripple effect 
by unwinding or liquidating large capital 
positions to pay for margin calls.  The total 
notional value of  all derivative contracts 
outstanding according to the Bank of  
International Settlements is approaching a 
quadrillion dollars.  The amount of  financial 
speculation is so many multiples larger than 
the global economy that news of  a minor 
hiccup in China could kick off  an avalanche 
of  unwinding interconnected financial 
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positions. Coupled with the opacity surrounding these 
financial contracts, it therefore does not take a great deal of  
imagination to see how a bad trading bet can cause huge 
market selloffs and have it blamed on China as the 
“trigger” for the next market crash.   

China’s bad debt from ghost cities has also been cited as a 
reason to fear a China collapse that can shock the world.  
China’s local debt is larger than its GDP so it has been 
argued that such a debt load is unsustainable and will crush 
its economy because a lot of  it is probably never going to 
be paid back to its banks.  While it is true that the debt may 
have to be written off  eventually, such an event will not 
crush its economy because China’s enormous debts are all 
denominated in renminbi.  Since the debt is not in another 
currency, China will have the same flexibility as the U.S. or 
Japan to continue printing even more debt without the 
threat of  a default.  Like the U.S. and Japan, the sky is the 
limit for China when it comes to debt creation in its own 
currency since the government has the power to rollover 
the debt indefinitely without asking another sovereign 
power for permission.  And unlike many other countries 
with their own currency, China’s currency is now 
considered a reserve currency or “hard” currency by the 
IMF so other countries will accept its currency for cross-
border transactions which will enable it to keep its trading 
operations running smoothly. As long as China also 
keeps its inflation under control,  China’s debt problem is 
no more problematic than those of  the U.S. or Japan whose 
respective debt loads are even higher than China’s.   

Another often cited reason why people are concerned 
about an economic downturn in China is that the 
slowdown can hurt many countries around the world that 
depend on exports to China to fuel their own economies.  
While it is true that China’s slowdown has caused many 
countries that depend on commodity exports to feel some 
degree of  economic pain, China’s leadership has not left 
these countries high and dry.  Recognizing that China is not 
alone in finding it difficult to rebalance its economy from 
an industrial economy to a service economy, China’s leaders 
have extended help to its trading partners to rebalance as 
well. Through its Asian Infrastructure Investment Bank 
(AIIB) and its “One Belt, One Road initiative”, China has 
offered its commitment to developing countries around the 
world that it will help them build much needed 
infrastructure that will enable them to follow China’s 
development model and move away from their dependency 
on commodity exports.   Naturally such initiatives cannot 
get off  the ground overnight.   But given the pace that 
China has made deals with such countries and its own track 
record of  delivering rapid results, the likelihood that China 
will not follow through on its promises to its trading 
partners are low.   The world’s countries may collectively 

enter a period of  slow growth as they all begin to rebalance 
their economies in tandem with China, but this alone is not 
a cause for concern.  Rather this collective rebalancing with 
China as the lead conductor is a reason to rejoice as more 
and more economies develop the skills to participate in the 
modern world.   

The wrinkle to this happy scenario is that current political 
tensions can escalate into war.  For years, the China “lobby” 
in Washington D.C. was represented by the large 
multinationals like Apple and General Electric that profited 
greatly from China’s expanding economy.  However, as 
China’s economy slows down in relative terms and 
competition for business within China increases with local 
Chinese firms, these pro-China American firms have 
dwindled in number and in their support for China in 
Washington.   In its place is a growing chorus of  anti-China 
interest groups that paint China as a threat to the U.S. 
economy and security because they worry that China will 
supplant the U.S. in economic and political influence in the 
not too distant future.  Think tanks such as the Heritage 
Society and the American Enterprise Institute promote the 
notion that China is to be feared with books such as The 
Hundred-Year Marathon: China’s Secret Strategy to Replace 
America as the Global Superpower.   Stephen Glain, author 
of  State vs. Defense: the Battle to Define America’s 
Empire, writes he believes that war with China is inevitable 
and documents moves by policymakers in Washington to 
provoke China into war sooner than later while the U.S. still 
maintains military supremacy.     

War scenarios abound. Roger Kubarych, a former Pentagon 
official, says that all the war games are designed against 
China.  Whether it is a dispute that escalates in the South 
China Seas, a sudden food famine in China, or some other 
premeditated “trigger”, the Department of  Defense is 
actively preparing for this “eventuality.”  If  any of  their 
scenarios materialize, then all markets would collapse.  
Unlike its embryonic financial markets, China’s trading 
markets are the largest in the world.  Any military conflict 
with China will bound to send tidal waves of  economic 
shocks around the globe by virtue of  its interconnectedness 
in every corner of  the earth.   Not only would financial 
markets seize up, but supply chains would also stop 
functioning.  Since China is in the supply chains of  almost 
all commerce ranging from computers to recyclable waste, 
disruptions arising from a military conflict with China 
would send the global economy to a grinding halt.   

This frightening scenario would be far worse than anything 
experienced in 2008.  For one, the 2008 financial crisis was 
largely a crisis of  confidence.  Money and credit relies on 
trust so when that was breached, business came to a halt.  
In a scenario in which China’s trade capability is 
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compromised, much more than money is at stake.  Physical 
goods and lives, in addition to money, could freeze.  
Without China, most manufactured goods would quickly 
disappear from store shelves. Jobs across entire supply 
chains would disappear, and the level of  panic and looting 
that could take root in otherwise civilized societies, could 
turn the crisis into an existential nightmare.   

Surely the U.S. is preparing itself  to be self-sustainable to 
withstand such a shock.  Its farms can feed its own 
population; its shale gas can 
run its machinery, its robots 
will eventually replace most of  
its unskil led and ski l led 
workers, and its homeland 
security detention centers can 
be turned into concentration 
c amps.  Bu t even so, 
economies are extremely 
complex and unintended 
c o n s e q u e n c e s c a n b e 
g u a r a n t e e d s i n c e n o 
calculation even from the most 
powerful computers can be 
100% free of  human error and 
judgment.  It is even more 
unclear how the rest of  the 
world will fare in such a doomsday scenario and how third 
and fourth order effects can magnify the depths of  a global 
collapse.   
A couple of  measures to preclude such a dire outcome 
could be either to remove from power those that control the 
U.S. military industrial complex or have China surrender in 
checkmate fashion as the Soviets did during the final days 
of  the Cold War when a series of  summits led to the 
dissolution of  the Soviet Union. However, both of  these 
possibilities are remote. The U.S. military industrial complex 
and the policymakers who have assiduously built the U.S. 

empire to become what it is today are too powerful and 
skillful to be dislodged. Policymakers from China, likewise, 
show the same determination to defend its country to the 
bitter end given their sheer willpower to refrain from 
repeating the foreign policy mistakes from the past 300 
years.   Diplomatic summits should become more important 
between the two countries in light of  heightened tensions. 
But absent mutual desire for cooperation, the summits may 
disappoint with more style than substance. 

I n c o n c l u s i o n , C h i n a ’s 
domestic economy alone 
cannot bring down the global 
economy, nor will it. The 
domestic economy as well as 
its monetary structure are both 
robust and redundant enough 
to prevent a downturn from 
becoming cataclysmic.  Rather, 
exogenous forces that either 
depend on or act upon China’s 
economy would be the more 
likely triggers of  a full scale 
global crisis that rivals the 
2008 financial crisis. And while 
China’s policymakers will try 
to minimize the risks from 

those exogenous factors, the fact remains that they do not 
have control over those factors which are more political in 
nature. Thus the question of  China remains an open 
question that is best reframed “Why would China’s economy 
collapse?” 

Dr. ANN LEE is adjunct professor at New York University and 
author of  the book “What the U.S. Can Learn from China”. She is 
a regular commentator for media organisations such as Bloomberg, the 
BBC and ABC on economic issues, and has been published in outlets 
such as the Financial Times, Wall Street Journal and Forbes.
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How Falling Oil Prices Could Trigger a Recession 
by Gary Shilling

Since OPEC decided back in November 2014 not to cut its 
crude oil production, prices have fallen by half. And now, in 
a reversal of  economic norms, it’s possible that plummeting
—not skyrocketing—oil prices will lead to a global 
recession. 

OPEC members are desperate for oil revenues, especially as 
prices collapse, so they’re producing all they can to grab 

market share.  But so too are outsiders. As a result, global 
supplies are outstripping demand by about 2 million barrels 
per day and inventories are leaping. 

There are now numerous other substitutes for OPEC oil 
including American frackers, conventional oil production in 
Russia, deep-water output in the Gulf  of  Mexico and 
elsewhere, the pending surge in output in Mexico now that 

“War scenarios abound. Whether it 
is a dispute that escalates in the 
South China Seas, a sudden food 
famine in China, or some other 

premeditated “trigger”, the 
Department of  Defense is actively 
preparing for this “eventuality.”  If  
any of  their scenarios materialize, 
then all markets would collapse.”
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her oil industry is open to foreign investors, huge oil fields 
deep under salt layers off  the coast of  Brazil and the vast 
Canadian oil sands in Alberta. 

The biggest new developments in oil production, of  
course, are horizontal drilling and hydraulic fracturing—
fracking, which involves pumping water, sand and 
chemicals under high pressure to break up shale and release 
the embedded oil.  Shale oil is present in Russia, England 
and many other countries, but so far the major 
development has been in the U.S.  As a result, U.S. 
production is back to peak levels of  the early 1970s and still 
climbing. 

Pressure on OPEC 
All these forces have been working against OPEC for years 
and were recently joined by slow global growth caused by 
the deleveraging of  the financial excesses built up 
worldwide in the 1980s and 1990s, something that’s likely 
continue for some years to come. 

Oil markets have also been rattled by the weakening 
economy in China, whose growth has been led by exports, 
most of  which directly or indirectly are sent to Europe and 
North America.  So with slow growth in those areas as well 
as Japan, Chinese export growth rates have plunged from 
20%-t-30% annual growth to negative numbers. 

The strengthening U.S. dollar is another depressant for 
OPEC and other crude oil producers.  Oil is priced in 
dollars, so as the buck rallies, the costs of  petroleum to 
foreigner buyers leaps, depressing demand. 

Effects Of  Lower Prices 
Lower petroleum prices should help the economies of  net 
oil importers such as the U.S., Western Europe, the U.K., 
Japan and China.  So you’d think that the collapse in crude 
oil prices would be a boost to their stock prices.  But the 
two have been moving with high positive correlation as 
falling crude prices depress equities.  The negative financial 

ramifications of  collapsing oil prices are swamping any 
positive benefits from lower energy costs on energy-
importing countries.   

And my firm’s analysis reveals that U.S. consumers have 
saved all of  the windfall from declining gasoline prices, and 
then some.  American households want to increase their 
assets and reduce debts in tough times, and the nosedive in 
gasoline prices gave them the funds to do so. 

On balance, any positive effects of  lower oil costs on 
developed countries are overshadowed by the financial 
woes of  the oil industry.  Also the sovereign-wealth funds 
of  oil exporters such as Saudi Arabia, Norway and Abu 
Dhabi are selling stocks to cover government deficits.  
Furthermore,  in the U.S., financially-strained junk-rated 
energy companies are already going bankrupt in numbers.  
The collapse in crude oil prices  probably is compelling 
many investors to cut and run from volatile equities. 

Inventories 
With global oil production now exceeding demand by 
about 2 million barrels a day, storage facilities for the excess 
are filling up.  Estimates are that onshore oil storage will be 
filled in the coming quarter.  Beyond onshore facilities, 
traders are chartering supertankers—floating storage—that 
can store over 30 million barrels.  Some 87% of  working 
storage capacity at Cushing, Oklahoma—a city of  tank 
farms that is the delivery point for benchmark West Texas 
Intermediate crude oil and where its price is set—is now 
close to being filled.  Also, in the world’s largest oil trading 
hub comprised of  Amsterdam and Rotterdam in the 
Netherlands and Antwerp, Belgium, crude stocks are filling 
storage rapidly.  The tapping out of  oil storage capacity may 
well trigger a big further drop in prices as oil with nowhere 
to go hits the market.  So I’m watching oil inventories and 
storage capacity very closely. 
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Comeback Bets 
Even with the collapse in oil prices, major banks still 
believe the pain is temporary and are still supporting 
stressed borrowers rather than call loans or set tougher 
lending standards that would make survival more difficult.  
They are demanding more collateral but don’t anticipate 
lower oil prices.  In an October 2015 survey of  32 banks, 
the average forecast for this year was $47.36, about 50% 
above current levels.  Banks are reluctant to pressure 
borrowers for fear of  forcing them into bankruptcy with 
sizable losses for the lenders.  Still, as of  last November, 
the number of  loans to energy borrowers rated as 
“substandard, doubtful or loss” leaped to $34.2 billion from 
$6.9 billion in 2014. 

Nevertheless, reality is creeping in.  As optimistic oil price 
forecasts continued to be proven wrong, other forecasters 
finally began to crank down their numbers towards the $10 
to $20 per barrel price I forecast in January 2015.  Last 
September, Goldman Sachs predicted a less-than 50% 
chance of  a decline to $20 per barrel early this year.  In 
January, Royal Bank of  Scotland said crude could drop to 
$16 per barrel and Standard Chartered said prices could 
drop as low as $10 per barrel.  Credit Suisse and Citigroup 
also ripped up their bullish forecasts in late January.  The 
Swiss bank now thinks Brent will average $36.25 a barrel 
this year, down from its previous forecast of  $58 made last 
September. 

Pumping For Revenues 
The Saudi royal family—and Saudi Arabia is a tightly-
controlled kingdom—basically buys the allegiance of  its 31 
million citizens with massive subsidies and cushy 
government jobs, with no income tax.  These expenses are 
paid for with oil revenues from the 7 million barrels per day 
of  exports, which make up 90% of  government revenues 
and 40% of  GDP. 
Buying off  the population is key to the royal family’s 
control of  Saudi Arabia and the collapse in oil prices 
presents a very serious problem for the Saudi royals.  In 
order to relieve financial pressures, the Saudis opened their 
stock exchange to foreigners last year and plan to sell shares 
in it in 2018.  But last year, Saudi stocks fell 17%, among 
the world’s weakest performers.  They also are talking about 
selling part of  national oil champion Saudi Aramco.  The 
government has issued bonds for the first time since 2009, 
during the previous oil price collapse, in order to conserve 
foreign reserves and also has delayed public projects 

The impending leap in Iranian oil exports following the end 
of  Western sanctions is a critical problem for the Saudis 
and the rest of  OPEC.  Clearly, the Saudis and their Persian 
Gulf  allies don’t want to cut production to make room for 
Iran, and Iran is equally defiant as she failed to agree to a 

production freeze being pushed by the Saudis and Russia in 
February.  Iran plans to increase output from 3.5 million 
barrels a day to about 4.3 million.  With her fleet of  
supertankers, many now used as floating storage, it figures 
that Iran has about 30 million to 50 million barrels of  oil to 
unleash on the global market immediately. 

Russia is also continuing to pump oil for badly need 
revenues and foreign exchange.  With the decline in oil 
prices and Western sanctions, Putin is so squeezed for cash 
that planned cuts in petroleum export duties for this year 
have been postponed. 
The ruble, now at 78 per dollar, was at 35 per greenback 
before Russia invaded Ukraine in 2014.  With the Russian 
oil industry selling output for dollars, but paying employees 
and buying equipment in rubles, the cost of  extracting oil 
in the first nine months of  2015 fell by a third vs. a year 
earlier while the ruble plunged 40%.  The CEO of  
Gasprom Neft, the oil arm of  state gas giant PAO 
Gazprom, said in December they can make a profit on 
existing oil fields even if  prices fall to $15 per barrel.  One 
more voice of  support for my earlier forecast. 

Retrenchment 
With huge drops in profits for the strongest energy 
companies and losses for the weaker, many are obviously 
retrenching and cutting costs and investments.  U.S. 
companies wrote off  over $60 billion in the third quarter 
of  last year, about half  of  the $134 billion axed in the first 
three quarters in total.  Their willingness to write down 
assets implied that they expect oil prices to remain low for 
some time.  Globally, oil companies delayed 68 major 
projects last year, the equivalent of  27 billion barrels, or 
30% of  world crude output.  That amounted to $380 
billion in deferred spending. 

Keep Pumping! 
Energy companies will keep producing as long as the prices 
they receive exceed their marginal costs, even though 
they’re losing money on a full-cost basis.  More output 
maximizes cash flow and even encourages investments that 
increase output further.  Energy companies that took on 
huge debts to finance their operations have no choice but 
to keep pumping to generate cash for debt service.  
Furthermore, outfits that hedged their oil output for this 
year at well above $50 per barrel and well above their costs 
are incentivized to keep producing. 
    
Also, as noted earlier, energy lenders have played alone in 
the hope that oil prices will rise and borrowers will be 
restored to financial health rather than call loans and incur 
certain losses.  Banks will probably continue to play this 
game until bank examiners blow the whistle and force 
writedowns. 
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Bankruptcies 
Still, bankruptcies will exacerbate the problem of  excess 
supply and falling prices, and a third of  U.S. oil and gas 
producers could be forced to restructure by mid-2017 
unless energy prices leap.  In total, North American oil and 
gas producers are losing $2 billion per week and, so far, 30 
small companies with over $13 billion in collective loans 
have filed for bankruptcy protection. 

In bankruptcy, debt is often wiped out or converted to 
equity, which is bought by private equity, hedge funds and 
other opportunistic investors.  Shorn of  debt burden, costs 
are slashed, especially for highly-leveraged energy 
companies.  So they can make profits at even lower oil 
prices and are encouraged to produce—as long as margin 
costs don’t exceed oil prices, of  course!  So the more the 
bankruptcies, the greater the output, and it feeds on itself  
as the resulting lower prices force more producers into 
bankruptcy. 

US Shale: The New Global Leader 
U.S. shale oil has become the world’s new production 
leader.  With plenty of  cheap money in the last decade, a 
total of  $1 trillion was spent on shale industry 
infrastructure, on pipes, tanks, refineries and other facilities 
as well as intellectual property and labor training.  A year 
ago, many thought that with the short lives of  shale wells, 
production would fall quickly, and it did as the number of  
working drilling rigs nosedived.  Oil prices rebounded as a 
number of  hedge funds, private equity firms and other 
investors rushed into energy investments.   

But then a funny thing happened on the way to shale oil’s 
demise.  U.S. production increased to 9.2 million barrels a 
day in January from 9.1 million last October after dropping 
from 9.6 million in June.  The oil rigs being mothballed are 

the old, inefficient vertical rigs that drill only one hole each, 
so with fracking and horizontal drilling, many holes per rig 
are drilled and the average output has leaped by 40% in the 
last five years and is still climbing.  Full-cycle costs of  
American shale oil are about $40 per barrel and falling 
while marginal costs are in the $10 to $20 per barrel range. 

In North Dakota, where the rig count has collapsed, oil 
production remains near the peak level.  Statewide 
employment in the industry was down to 25,300 last 
November from the peak of  32,400 in early 2015, but still 
well above the 4,400 in November 2005. 

The Finale 
To be sure, Saudi Arabia, Iran and other OPEC countries 
as well as Russia could get together to reduce oil output 
dramatically and reverse the slide in crude prices.  But a 
mere freeze—not a cut—in production was proposed in 
February and that idea went nowhere as Iran and Iraq 
resisted.  And even if  a cut was agreed to, it would have to 
be one well beyond the 5% that was being discussed earlier.  
That would only eliminate the current 2 million barrels a 
day excess supply over demand and not offset the surge in 
output from American frackers and others in response to 
any meaningful price rebound. 

Otherwise, my forecast of  the $10 to $20 per barrel price 
range, the marginal cost for American frackers who now 
lead the price parade, is the logical chicken-out price.  After 
production is slashed, a rebound to about $40 per barrel is 
likely since it’s the full cycle price at which frackers can 
cover all costs and make an attractive profit. 

Repercussions—and Recession? 
That price, however, will undercut all but the most efficient 
foreign producers and force a number of  oil export-
dependent countries like Nigeria and Venezuela to 
drastically reduce their costs, subsidies and corruption.  It 
definitely would have severe repercussions for Saudi Arabia 
and other Middle East countries amidst ongoing sectarian 
strife.  Could the Saudi monarchy survive the necessary cuts 
in subsidies to adapt the government budget to $40 per 
barrel oil? 

What does OPEC think?  It predicts oil prices will rise 
considerably in coming years.  OPEC does, however, 
project a minor reduction in its own output to 30.6 million 
barrels a day from 32.7 million recently as competitors 
increase output and government policies reduce 
consumption.  Still, it expects global demand to climb from 
92.8 million barrels a day last year to 97.4 million by 2020, 
despite conservation measures, greater fuel efficiency, 
rapidly rising productivity of  American frackers, and the 
shift in China from energy-intensive heavy industry to 
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consumer spending and services as well as the ongoing 
move from goods consumption to services in developed 
countries. 

A further oil price drop to $10 to $20 per barrel, even 
briefly, would be devastating for the financial structure of  
the energy industry worldwide.  As with the subprime 
mortgage collapse a decade ago, the financial fallout would 
persist for years as banks called loans and writedowns and 
bankruptcies mushroomed.  The likely spread of  the effects 

to other segments of  economies would probably unleash a 
global recession. 

A. GARY SHILLING  is an American financial analyst and 
president of  A. Gary Shilling & Co., publishers of  the monthly 
INSIGHT newsletter. He is also a long-time columnist for Forbes 
magazine and for Bloomberg View. He has successfully predicted 
several recessions as well as the bursting of  the U.S. housing and 
financial bubbles in the 2000s and the late 1990s Internet bubble 
and he also foresaw the death of  inflation in the early 1980s. 
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Mortgage Bubbles? A Comparison of  Three Countries  
by Dr. Stephen King

The financial crisis of  2008 was foreseen only by 
economists who ascribed a large and causal role to private 
debt in their analysis. Bezemer identified 12 individuals 
from disparate backgrounds who did warn of  the crisis, 
and identified “a set of  interrelated elements central and 
common to the contrarians’ thinking”: 

This comprises a concern with 
financial assets as distinct from real-
sector assets, with the credit flows that 
finance both forms of  wealth, with the 
debt growth accompanying growth in 
financial wealth, and with the 
accounting relation between the 
financial and real economy. 

I was one of  the 12. The foundations of  my analysis were 
my mathematical model of  Hyman Minsky’s “Financial 
Instability Hypothesis” , and my intuition that aggregate 
demand somehow had to include the change in private 
debt. I have since formalised this analysis to show that a 
role for the change in debt in aggregate demand is 
necessary outcome of  the endogenous creation of  money 
by the banking sector: aggregate demand is demand 
generated from the turnover of  existing money, plus 
demand generated by the spending of  newly created credit 
money. This aggregate demand in turn generates both 
aggregate income and realised capital gains. 

A corollary of  this analysis is that, since the change in debt 
is part of  aggregate demand, the acceleration in debt is 
part of  the change in aggregate demand, and a major 
determinant of  change in asset prices (which are by far the 
most flexible component of  realised capital gains). This 
latter point applies especially to house prices, where the 
overwhelming bulk of  demand is financed by new 

mortgage debt. With demand for housing being primarily 
the flow of  new mortgage debt, and the supply of  
housing being notoriously inflexible, there is a very strong 
relationship between the acceleration of  mortgage debt 
and the change in house prices. The mortgage debt 
acceleration to house price change part of  the causal chain 
is informally stated in equation —using DM to signify 
mortgage debt, PH the house price index, TH the fraction 
of  the stock of  houses sold per year, and QH the stock of  
houses: 

Though the dominant causal chain is from change in 
mortgage debt to the level of  house prices, this also sets 
up a dangerous positive feedback loop between house 
prices and mortgage debt: accelerating mortgage debt 
causes rising house prices, which in turn encourages more 
people to consider taking on mortgage debt to take part in 
the rising asset market. Such processes always end badly 
when the level of  mortgage debt is rising. But there is also 
a paradoxical outcome, first identified by Biggs, Mayer and 
Pick, that mortgage debt can accelerate even when the 
level of  debt is falling. This can lead to what they termed 
“Phoenix miracles”, which apply to economic growth as 
well as asset price inflation: 

To the extent that spending is credit 
financed, GDP will be a function of  
new borrowing, or the flow of  credit. 
In each of  these “cred i t - less 
recoveries" the rebound in domestic 
demand is highly correlated with the 
rebound in the flow of  credit, even if  
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it is poorly correlated with   
developments in its stock. (Biggs, Mayer 
et al. 2010, p. 2) 

These phenomena—a causal link between accelerating 
mortgage debt and change in house prices, and the 
possibility of  “Phoenix miracles” where house prices rise 
even though mortgage debt is falling—help make sense of  
superficially contradictory data for the UK, the USA and 
Australia. 

Both the UK and the USA data can be divided into three 
phases: a pre-GFC phase of  rising mortgage debt 
(compared to GDP) and rising prices; an immediate post-
GFC of  falling house prices and falling mortgage debt; and 
a current phase of  rising house prices and falling mortgage 
debt. Australia, on the other hand, has two brief  dips in the 
level of  mortgage debt to GDP which coincide with brief  
falls in house prices, but both the overall trend and the 
current experience is of  rising mortgage debt and rising 
house prices. 

The price level data—from a new cross-country data set 
released by the Bank of  International Settlements is also 
instructive: though the Subprime crisis focussed attention 
on US house prices, the increase in prices in both Australia 
and the UK was comparable to the USA up till the GFC, 
and have well surpassed the USA since. 

Figure 1: UK house prices and mortgage debt 

Figure 2: US house prices and mortgage debt 

Figure 3: Australian house prices and mortgage debt 

The apparent similarity between UK and US mortgage debt 
dynamics evaporates when rates of  change of  debt are 
considered. While UK mortgage growth dropped 
significantly after the crisis, it never turned negative: it 
simply grew more slowly than GDP, whereas before the 
crisis it grew more rapidly than GDP. At this current point 
US mortgage debt, however, did fall, and its growth has 
only recently turned positive, making up around 0.5% of  
the US GDP at the dawn of  2016. Australian mortgage 
growth is the outlier here, having remained positive 
throughout the pre-crisis and post-crisis periods; the brief  
dips in the debt to GDP ratio in early 2009 and 2010-2012 
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were due simply to debt growing more slowly then than 
GDP. 

Only the mortgage acceleration data tells a consistent story 
across the three countries: rising house prices coincide with 
rising and positive acceleration, and falling house prices 
coincide with falling and negative acceleration. The 
correlation is significant and strong in all 3 cases, ranging 
between a low of  0.61 for Australia and a high of  0.75 for 
the UK. 

Figure 4: UK Mortgage debt acceleration and house price change 
(Correlation 0.75) 

Figure 5: US Mortgage debt acceleration and house price change 
(Correlation 0.64) 

Figure 6: Australian Mortgage debt acceleration and house price 
change (Correlation 0.61) 

This analysis has perhaps unexpected implications for UK 
house prices: though the acceleration of  mortgage debt is 
currently declining and house price growth is tempering as 
a result, the decline in total mortgage debt from 80% in 
2010 to 68% in late 2015 leaves room for mortgage 
acceleration to occur in a sustained fashion again, thus 
leading to rising house prices once more. The same 
observation applies to the USA, where both acceleration 
and house prices are increasing: with mortgage debt having 
fallen from 72% to 52% of  GDP, there is plenty of  room 
for sustained acceleration in mortgage debt and hence 
sustained growth in house prices. 

This is in marked contrast to Australia, where sustained 
growth in mortgage debt has led to it having the highest 
ratio of  household debt to GDP in the world—according 
to the BIS’s data set covering 39 countries. Though 
continued acceleration in mortgage debt can’t be ruled out, 
the level of  mortgage debt there is now too high to allow 
sustained acceleration for much longer.  

The takeaway is that, though house prices in the UK have 
risen far more than the USA, there is still a possibility of  
further price rises if  UK households gear up back to 
mortgage debt to GDP ratios comparable to the peak level 
of  2010. American house prices also have room to grow, 
and more than UK prices since the extent of  deleveraging 
there was more significant—with mortgage debt falling by 
20% of  GDP from its peak, versus a fall of  only slightly 
more than 10% of  GDP in the UK. 

Australia, having reached a level of  mortgage debt to GDP 
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which is unprecedented in the Anglo-Saxon world, is ripe 
for a fall. If  this occurs, this will give the UK the dubious 
distinction of  having the most inflated house prices of  the 
three, since they have already risen by a factor of  4 from 
the BIS’s reference date of  1995. And that’s without 
drilling down further into the bubble on a bubble that is 
the house price level in London itself. 

The bad news prize actually belongs to Australia, however, 
rather than the UK. If  anything should be obvious after 
the GFC, it’s that runaway credit growth—and in 
particular mortgage growth—is not a sign of  a “Tiger 
economy” (remember Ireland?) but a prelude to a crash 
when the impetus from rising debt comes to an end. On 
that basis, the USA and UK are receiving only mild stimuli 
right now from rising mortgage debt, but Australia is 
taking the full credit hit. Its aggregate demand (and 
income and realised capital gains) are getting an enormous 
stimulus from rising mortgage debt, which is at roughly 
6.75% of  the country’s GDP. 

This household debt stimulus in Australia is overlaid on a 
stimulus from rising business sector debt, which is 
crashing in Australia right now as the mining boom 
investment bubble well and truly comes to an end. 
Australia won’t be alone in having a serious economic 
crisis caused by a slowdown in the rate of  growth of  debt 

in the very near future: on BIS data, there are seven other 
countries which fit what I see as the necessary criteria for a 
crisis of  (a) a private debt to GDP ratio well in excess of  
1.5 times GDP (see Figure 7) and (b) a sustained rate of  
growth of  private debt well in excess of  nominal GDP 
growth in the preceding half  decade: China, Hong Kong, 
Australia, Canada, Sweden, Norway and South Korea. 

The next phase of  the global financial crisis, which has 
never really come to an end, will begin in these countries. 
Of  course a variety of  other situations could also trigger a 
global financial crisis, falling oil prices in particular is a 
concern for the global economy. However, due to the 
empirical arguments I have given above and lack of  
change in the housing market since 2007/2008, I believe 
that the next global crisis will be a repeat of  what 
happened eight years ago.  

Dr. STEPHEN KEEN is a Post Keynesian economist, Head 
of  the School of  Economics, History and Politics at Kingston 
University, London, and author of  Debunking Economics. He is 
widely regarded as one of  the first academics to predict the 
2007/2008 financial crisis. 

Figure 7: The subset of  those countries with debt growth rates substantially 
exceeding GDP growth in the last 5 years 
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Threats to economic stability are simple to state because 
we understand the economics well enough. The difficulty 
is in the politics---partly national and partly international. 

There are two immediate threats. The first is a re-run of  
the financial crisis of  2008 only this time without the 
policy weapons that were available in 2008.  As before, the 
worry is that banks are exposed to bad loans and they may 
not have the capital reserves to cover their default. The 
potentially dodgy loans this time are not connected to 
housing bubbles that might burst in the US, the UK and 
other rich countries, they are concentrated in emerging 
markets. The slowdown in growth in China is but one part, 
albeit a very important part, of  a general concern that debt 
has been overextended in emerging economies. 
Nevertheless, the potential systemic consequences are the 
same. When banks scrabble for liquidity and solvency as 
loans turn sour, they cease to provide the essential 
lubricant for economic activity: credit. It just dries up and 
with it economic activity. Nobody knows whether this is 
going to happen, but enough people have been spooked 
by the prospect for a major sell-off  of  shares on global 
stock markets. 

This would not matter, were it not for the fact that neither 
Central Banks nor governments appear to have the usual 
policy weapons available to them. Episodes of  doubt over 
whether or not animal spirits have over-stretched 
themselves are part of  the natural rhythm of  capitalism. 
What makes the present exceptional is that Central Banks 
can’t deliver their normal, calming medicine of  a cut in 
interest rates because they are already close to zero; and 
governments are too worried about their own debt to let 
public finances take up the slack.  

This is where politics become important. It is not that there 
is no policy weapon that can be deployed to avoid slipping 
back into another recession if  the bank loans start to turn 
bad. There is. It is simply that this policy tool requires an 
escape from a self-imposed policy shibboleth: fiscal 
austerity. Many governments can borrow to fund extra 
expenditure currently at very low interest rates and, if  this 
extra spending is on things like infrastructure, there is no 
reason to suppose it will be anything other than beneficial 
when fighting a recession. Those that can’t borrow more 
without endangering public debt sustainability are not so 
well placed, but they can always print money to pay for the 
expenditures. This is the ultimate policy weapon: 
Friedman’s ‘helicopter drop’	of  money.  Governments are 
wary of  acknowledging this possibility because printing 

money to fund government spending has historically often 
led to hyper-inflation. However there is no necessity for a 
one-off  recourse to the printing press to cover some 
government spending (particularly if  it is on infrastructure) 
to have this effect. Indeed, it would be positively beneficial 
if  the economy were otherwise heading for another 
recession.  

Of  course, printing money in this way might seem to 
undermine the independence of  the Central Bank, but I 
doubt this is the real problem. The true problem is that our 
politicians have told a simple story about the need for fiscal 
austerity and it is now their credibility (and ours for being 
suckered by the story) that is at stake. This simple story 
relies on projecting from what holds for an individual to 
what holds for an economy as a whole. If  an individual’s 
debts are growing alarmingly then the only remedy is to 
restrain spending.  This is because when an individual cuts 
their expenditure, this does not affect their income, and so 
the gap between spending and income closes. The logic is 
impeccable and everyone can see its truth. This is what 
makes it so powerful. The same logic, however, does not 
apply for the economy as a whole because when everyone 
cuts expenditure, national output and income do not 
remain the same: they fall. With national spending and 
income both falling, the net effect on debt is more 
complex. This is the lesson behind recent advice from both 
the OECD and the IMF that governments need to be 
prepared to relax fiscal austerity. The difficulty, then, is this. 
The politicians who sold the simple story on the basis of  
the analogy of  what holds for individuals will now have to 
‘fess-up’	 to its silliness when applied to the country as a 
whole. But is there an incentive to do this?  Will an 
electorate continue to support a government that, in effect, 
now tells them that they were silly to have believed in the 
silly story?  

Of  course, the reason that we find ourselves in the position 
of  having to reconsider the wisdom of  fiscal austerity is 
that the recovery from the shock of  2008 has been anaemic 
by normal standards. Had a robust recovery occurred after 
the shock of  2008, then 8 years later interest rates would be 
back to 5-6%, with plenty of  scope for cuts, and public 
finances would be in a good state. We don’t know entirely 
why the recovery has been so weak, but we do know that 
business investment in new plants and equipment has been 
much slower than consumption (and than usual) to enter a 
sharp recovery phase in those countries like the UK and 
the US where recovery has at least been underway. It is 

The threat to economic stability: ‘it’s the politics, stupid’ 
by Professor Shaun Hargreaves Heap  
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difficult to escape the conclusion that this has something to 
do with the growth of  inequality. After all, why invest in new 
plant when, with the existing capital stock, profits are at 
record levels? Or, with stagnant wages, isn’t it always going 
to look attractive to expand output by hiring more workers 
and not more capital? 

This is where politics surfaces again in subtler way. The 
IMF and the OECD have also (for rather longer than their 
recent conversion to fiscal activism) come to the conclusion 
that a bit less inequality would help improve 
macroeconomic performance, so there’s not much doubt 
that something along these lines is worth a try. The 
difficulty is how to achieve it. Ed Miliband was singularly 
unsuccessful, and this was arguably the key source of  
distinction between what he offered in the 2015 election 
and what the Conservatives promised. In general terms, this 
failure is not surprising —we know that the poor tend not 
to vote and the rich do— and that the major institutions 
which have historically mobilized in non-electoral ways for 
redistribution, the trades unions, are not what they used to 
be. 

In short, our national politics needs to escape its own 
nostrums and the kind of  logic of  ‘politics-as-usual’ which 
entails giving more to those who vote at the expense of  
those who do not.  

The second threat is international. That it is political needs 
no explaining. Europe has a refugee crisis, unmatched since 
the one at the conclusion of  the Second World War, and it 
does not seem able to agree to do anything about it. Those 
in the Euro zone are unable to square domestic politics with 
the reality of  a single currency and, after Iraq and 
Afghanistan, the US appears to have lost the capacity to 
lead the world towards a coordinated solution to these 

problems. Indeed, such is this incapacity that its 
old adversary, Russia —phoenix-like of  late— is 
enjoying another day in the sun in both the Middle 
East as well as in its own back yard.  

In this case, there is no mystery about what the 
political crisis is. What needs tracing is how these 
crises in international politics connect to economic 
instability.  With the Euro area it is simple. The 
political failure to deal with the mismatch between 
political and economic integration has resulted in 
economic stasis. It may be, as seems to be the 
German thinking, that current economic 
stagnation will eventually produce the necessary 
national political adjustments so that forms of  
supra-national political integration occur to match 
that brought by a single currency. But that is, 
perhaps, not the most obvious political inference 
to draw from the rise of, say, Marine le Pen in 

France. This is the core of  the matter: uncertainty. 
Uncertainty about what is happening in the Euro area, 
uncertainty about what is going to happen with the refugee 
crisis, uncertainty whether the US can manage the transition 
to a bi-polar or multi-polar world. Uncertainty over whether 
the Communist Party is capable of  managing a smooth 
transition to lower growth rates in China. And, of  course, 
although more parochial, there is the uncertainty over 
whether the UK will remain a member of  the EU. In short, 
uncertainty abounds. The point is that business abhors 
uncertainty, and these multiple sources of  uncertainty in our 
international politics are probably as significant as levels of  
inequality in explaining why investment has not recovered. 

The international dimension of  the political threat to 
economic instability is in many respects the most daunting, 
not least because, with the best will in the world, Donald 
Trump does not appear to be part of  any plausible solution 
and yet he seems a plausible candidate for the next 
Presidency of  the USA. My conjecture is that we need to 
focus on fixing our national politics so that we no longer 
doubt our capacity to secure an economic recovery from 
2008. It will be much easier to agree over what to do about 
the refugee crisis in Europe against a backdrop of  sustained 
economic recovery in Europe, just as it will be much easier 
for China to manage the transition to slower growth if  the 
global economy is buoyant. To do this, though, means 
acknowledging that governments have scope to spend their 
way out of  any downturn. This is where we should start and 
our only piece of  good fortune is that the OECD and the 
IMF are encouraging us to do just this. 

Pr. SHAUN HARGREAVES HEAP is a Professor of  
Political Economy in the Department of  Political Economy at King’s 
College London.   
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The (Lack of  a) European Culture of  Asylum  
by Dr. Francesco Cherubini

Asylum is one of  the oldest institutions of  international law 
(and law, tout court). This is evidenced by its etymology, from 
the ancient Greek particle α-, denoting absence, placed 
before συλάω, the verb used to indicate seizure by pirates. 
Its very rationale is based, in a rather primitive way, on the 
presence of  an authority exercising control and protection 
over those who flee from violence. Thus, individuals and 
even their chattels who found themselves in the sovereign 
“territory” of  that authority benefitted, indirectly, from its 
protection. In fact, nobody would have dared to touch or 
drag anyone from those places, thus placing themselves at 
the mercy of  gods who would have no hesitation in seeking 
revenge. This is amply illustrated in Greek literature. One 
of  the best examples is represented by the misfortunes that 
befell Greek princes as they violated more than just temples 
on the night Troy collapsed. Neoptolemus, who killed 
Priam on the altar of  Zeus Herceius, suffered the same 
fate; Ajax the Lesser was swallowed up by “the hollow bay 
of  Euboea” after dragging Cassandra from Athena’s altar. 

In the centuries that followed, this rationale persisted, 
almost to the time when Christianity was established. With 
the latter, the asylum seeker stopped being an 
“appurtenance” of  a sanctuary: a place rendered safe by the 
cruel revenge of  the deity residing there in case of  
violation. Rather, asylum became a tribute to the principles 
of  charity and penitence. Paraphrasing the words that John 
Chrysostom used to address an unruly mob who were 
chasing Eutropius, the hated chamberlain of  emperor 
Arcadius, inside a church, he claimed, how can you beg 
God’s pardon for your own sins if  you do not pardon a 
man who then, by repentance, is perhaps a saint in the eyes 
of  God?  

Under the present system of  international law the concept 
of  asylum is similar to the Christian version, meaning that it 
is based on respect for human beings (more than on 
deference for the authority which offers protection – the 
State, in this case). Its rationale coincides with the defence 
of  human rights, which elsewhere would be violated, and 
so prevents a State from handing over any person under its 
control to their perilous destiny. In this context, 
international rules provide a double protection. The first, a 
product of  the aftermath of  the Second World War, was to 
give “reparations” to the many forced population 
movements, which occurred by terming those people 
refugees; the other, alternative, one is subsidiary protection. 
The refugee, in the words of  the 1951 Convention of  the 
same name, is a person fleeing from the risk of  being 

persecuted for reasons of  race, religion, nationality, 
membership of  a particular social group or political 
opinion (a risk occurring in his/her country of  origin); the 
beneficiary of  subsidiary protection is a person who flees 
from his/her country because of  the risk of  suffering, 
more in general and without a specific reason, a serious 
violation of  human rights.  

EU Member States are facing nothing more and nothing 
less than the consequences of  this elementary principle 
(non refoulement) as masses of  individuals coming from 
“unsafe” places benefit, depending on the specific case, 
from the status of  refugee or of  subsidiary protection. 
Indeed, it is a fundamental problem (as it should always be 
when dealing with the core principles of  human rights), 
but its proportions in Europe today are not so great (and 
any reference to those politicians throughout Europe easily 
riding the populist wave of  this “invasion” is not 
coincidental). Some statistics give us an idea. In the list 
(updated in 2013) of  the ten countries who host most 
refugees no Member State of  the EU compares with them. 
The principal host country is Pakistan, with over 1.5 
million. Quotas regarding countries with most refugees per 
capita are more meaningful. Again, no EU Member State is 
among them, with Lebanon in pole position with over 200 
per 1000 inhabitants in 2014, many of  whom are from 
Syria. In other words, the EU absorbs a lesser percentage 
of  the world’s refugees, the majority of  whom flee to other 
countries in the same region, notably through South-South 
routes. Therefore, if  the numbers are still low (they have 
increased in the last few months but without having 
significantly altered the balance) we could and should 
consider why the EU and its Member States are proving to 
be so ill suited to dealing with this problem. I would 
maintain that this is due to the fact that the EU faces 
interlinked legal, political and cultural obstacles. 

Firstly, EU law pays for the binary character of  asylum 
policy, which belongs in part to the EU, and in part to its 
Member States. This obedience to two masters (or, more 
precisely, the shared nature of  this policy) produces an 
inevitable inefficacy in the measures it adopts which 
themselves crumble in the absence of  a clear and uniform 
political choice. The solution is definitely out of  the range 
of  a narcissistic and narrow-sighted policy, which seems to 
affect self-satisfied  governments of  current EU Member 
States. A much more EU-oriented reform of  asylum policy 
needs the bravery of  the founding fathers (people like the 
German Adenauer, or the Italian De Gasperi, or the 
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French Schuman, or the Dutch Spaak) – an act of  bravery 
which politicians lack nowadays, supinely devoted to 
responding to and even supporting and fomenting people’s 
fears.  

This is a problem of  culture (which – it may be useful to 
remember – does not coincide with education) which has 
to be overcome by turning off  its source: in his Moby Dick, 
or The Whale, Melville writes that “[i]gnorance is the 
parent of  fear”. His Ismael, “completely nonplussed and 
confounded about the stranger” (Queequeg, the 
harpooner), confesses “I was now as much afraid of  him 
as if  it was the devil himself  who had thus broken into my 
room at the dead of  night. In fact, I was so afraid of  him 
that I was not game enough just then to address him, and 
demand a satisfactory answer concerning what seemed 
inexplicable in him”. 

However, this cultural retreat does not admit 
any provisional measures: while Europe is 
killing off  Greece, the same country which 
created this myth, and seems to keep its 
distance from the very roots of  asylum, by 
denying it with walls and other stratagems 
(“intelligent torpedoes” and “paralysing 
beams”: this is the conclusion of  a three year 
research programme promoted in Italy by the 
Scuola superiore dell’economia e delle finanze and by 
the Centro studi geopolitica economica), asylum 
seekers remain in an unacceptable situation, at 
least from a human rights perspective.  

It is one side of  “Alice in Wonderland 
Syndrome”, the so called macropsia: too many 
asylum seekers, too many terrorists, and each 
EU Member State convinced that it is the one 
which is bearing the brunt. The other, which 
is much more dangerous, especially because 

we are talking about Europe, the home of  human rights, is 
micropsia, the belief  that the countries of  origin of  asylum 
seekers are not that bad. Maybe, this happens because, for 
some lucky generations, included that of  the undersigned, 
war and its “intimate history”, as Joanna Bourke called it, 
have never appeared in our living memory. The same habit 
to gulp down images of  unfair deaths, wars and poverty, is 
the undisputable sign of  how far away those days are and 
how unable we are to conserve their meaning. Here once 
again, destiny provides a faint irony: those images 
normally come to us through a TV monitor, which, 
rebelling against its very etymology, does not admonish us 
anymore. 

Dr. FRANCESCO CHERUBINI is a lecturer of  European 
Union Law  at Libera Universita’ Internazionale degli Studi Sociali 
in Rome, Italy, where he also teaches Human Rights and 
International Organisations.  
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Time Has Come to Bid Farewell to the Soviet Union  
by Julien Trehet  

Nowhere else in contemporary world politics has Louis 
XIV’s famous “I am the state” been better suited than in 
Belarus. Dubbed “Europe’s last dictatorship” by the Bush 
administration, President Alyaksandr Lukashenka’s 
autocratic regime has survived the tense period of  
geopolitical instability that ensued the collapse of  the 
Soviet Union in the 1990s. Winning the inglorious titles of  
second most heavily policed regime in the world (almost 
1,500 police officers for every hundred thousand citizens) 
as well as of  one of  the most repressive regimes towards 
the freedom of  the press, the Bat’ka (father of  the nation) 

has been keeping a tight grip on his population for more 
than 20 years.  

Yet, Belarus is now at a crossroads. With Lukashenka 
increasingly antagonising President Vladimir Putin on the 
one hand, and the EU lifting most of  the sanctions 
imposed on Belarus since January 2011, despite continuing 
violations on human rights, on the other, time has now 
come for Belarus to quit the gradual farewell to the Soviet 
Union once and for all and fully embrace transition to a 
new regime free of  Moscow’s influence.  
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More State than Nation 
It is fair to say that the collapse of  the Soviet in 1991 was 
imposed on Belarus. Belarus’s independence did not come 
as the result of  a long national struggle, as in Poland or the 
Baltic states. Statehood itself, and not a shared culture, 
language and history, has become the most important 
aspect of  Belarusian national identity. In this respect, the 
opinion polls conducted by the Independent Institute of  
Socio-Economic and Political Studies (IISEPS) are 
indicative of  the views and attitudes of  Belarusians as well 
as the uninformed national identity. Indeed, respondents 
consider Russians, Belarusians and Ukrainians as “people 
of  the same branch” (67%) and a minority consider them 
as “different peoples”. Moreover, for most of  the 20th 
century, Moscow forced a Soviet identity on Belarus, 
effectively entrenching the idea of  sovietsky chelovek – the 
“Soviet man” – based on concepts of  ideational and 
linguistic unity with Russia.  

This underdeveloped national identity has benefited 
Lukashenka who has positioned himself  as a national 
unifier as well as guarantor of  the state-building process 
since his election in 1994, thus enabling him to consolidate 
his executive power and entrench his position as leader of  
the nation. The trend since independence has been to 
strengthen the “power vertical” (the executive branch) 
which resulted in the creation of  a class of  powerful and 
wealthy government officials who control most aspects of  
social life in Belarus. This consolidation of  the executive 
power deeply affected the marginalised opposition groups 
whose role has lost meaning for most Belarusians as they 
struggle to understand what these people represent and 
who they are. In this perspective, Belarus is “more a state 
than a nation”.  

This crucial fact must be taken into account when dealing 
with Belarus. If  the EU is to re-engage meaningfully with 
Belarus, it should strike a balance between fostering the 
oppressed Belarusian civil society while not imposing 
values alien to Belarusians.  

More Soviet than the Russians 
An enduring feature of  post-independence Belarus has 
been summed up by Stanislau Shushkevich, the first 
president of  the Republic of  Belarus, when he said that 
“Belarusians are more Soviet than the Russians”. In an 
interview granted to RFE/RL, he asserted that “the Soviet 
Union didn’t die. It didn’t die for a minute”. In this respect, 
Belarus’s close ties with the Kremlin is expressive of  the 
reluctance to break away from the bygone Soviet Union, as 
it remains Russia’s most fervent client state. Belarus is 
notably part of  the Union State, an economic union and a 
programme of  coordinated foreign policy initiatives with 

Russia, and is one of  the founding members of  the 
Eurasian Economic Union (EES), which came into 
existence in January 2015. For Putin’s revisionist projects of  
Soviet expansion, Belarus represents a natural ally.  

Nevertheless, the nostalgia around the Soviet Union is 
slowly dying out in many respects. Things are changing 
within the Belarusian society as well as in among executive 
officials. Opinion polls show that although respondents still 
feel closer to Russia than Europe, more and more 
Belarusians are now in favour of  EU integration. This 
trend is not merely confined to civil society groups, but is 
also reflected in Lukashenka’s changing foreign policy. 
Indeed, the bat’ka firmly reasserted Belarus’s sovereignty 
when he disapproved the Kremlin’s moves in the Ukrainian 
bloodshed and rejected Russian ambitions to construct an 
airbase on the Belarusian soil. Moreover, Lukashenka 
positioned himself  as a peacemaker by hosting several 
rounds of  peace talks on the conflict in Ukraine by 
receiving Russia, Ukraine, France and Germany in Minsk.  

Yet, this foreign policy turn poses a risk as well, as 
Lukashenka is now enjoying genuine popularity. He skilfully 
used the conflict in eastern Ukraine as a way to 
demonstrate his success in achieving “stability”, while still 
ensuring a tight grip on media and jailing political activists 
and opponents. As indicated by an OSCE report released 
last October after the presidential elections, Belarus has a 
‘considerable way to go’ on democratic standards. Although 
the EU is aware of  the dismal human rights situation in 
Belarus, the decision to lift sanctions might represent an 
implicit acknowledgement by Brussels that sanctions are 
not as effective as EU officials first thought.  

In sum, while Belarus is still a long way off  to democratic 
opening, recent developments represent a major 
opportunity for member countries of  the EU, and the West 
more generally, to meaningfully re-engage with the 
Belarusian political elite. The changing views and attitudes 
of  Belarusians as well as Lukashenka’s “western turn” 
represent a window of  opportunity for the EU to help 
consolidate civil society. Yet, if  the EU wants to act 
meaningfully on Belarus without nurturing the risk of  
antagonising Russia further, it has to take into account the 
views and attitudes of  Belarusians and not impose values 
that are completely alien to them. The lifting of  sanctions 
represents a step in this direction. While it is still unlikely to 
see a Euromaidan-like protest in Minsk, European 
countries will have an important role to play to help 
strengthen Belarusian national identity. 

JULIEN TREHET is a third year undergraduate studying 
European Politics at KCL 
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How Did the Polish Political Crisis All Begin?  
by Benjamine Laurin 

Thousands of  people took to the streets in Warsaw and 
various other large Polish cities in mid-December 2015, 
only a month after the conservatives, headed by Jaroslaw 
Kaczynski, gained power. To this day, most Polish citizens 
believe that their democracy and Constitution is in danger 
and want to defend them. How did the conservative Polish 
Law and Justice Party (PiS) plunge its country in such a 
serious political crisis? 

The Eurosceptic party, established in 2001 by the 
Kaczynski twins, has effectively taken the country on the 
dangerous and contentious road of  the Hungarian reforms. 
In Hungary the Orban revolution, named after the 
Conservative Prime Minister, constituted a major social and 
democratic regression. Today, Poland is running a similar 
risk as the government has become hostile to intermediary 
bodies and seeks to strengthen its own executive power. 
The Polish Parliament, or Diet, has come to lack a clear and 
transparent expression of  the opposition. The drop of  
water that has made the vase overflow was the 
government’s decision to dismiss five judges of  the 
Constitutional Court. The latter were democratically elected 
by the former dominant political party, the Civic Platform 
(PO). By this move, the current Polish government clearly 
attempted to neutralize the Constitutional Court and its 
dissenting voice.  

Lech Walesa, former Polish President and recipient of  the 
Nobel Peace prize, is a political opponent of  the 
government. The founder of  Solidarnosc, the labour 
movement which led to the fall of  the Soviet dictatorship in 
Poland, has expressed his concerns about the new legal 
reforms in his country. These have made most legislation 
projects harder and lengthier to achieve. For example, the 
fifteen judges of  the Constitutional Court now need the 
majority of  the two-thirds instead of  a simple majority to 
have a law declared unconstitutional. The new measures 
limit the ability of  the Constitutional Court to control the 
laws passed by the government. What’s more, a 
controversial new media law had ended the mandate of  
television and radio officials. In other words, the new law 
can be translated in the total control of  public media by the 
Polish government. Finally, it has been deemed that the 
officials of  the Polish Ministry of  State Treasury “will have 
the right to appoint their successors”. 

The movement contesting the government is growing. 
Mateusz Kijowski is a militant and a programmer, who 
founded the Committee for the Defence of  Democary 
(KOD). He decided at the end of  November 2015 to create 
the group on Facebook following the announcement of  the 
reform project of  the Constitutional Court. The KOD has 

now a press services and several local branches to have a 
better organization of  their actions and demonstrations. 
The spontaneous citizen’s initiative also has support abroad, 
in Brussels, Berlin, London and Tokyo. They ask for the 
resignation of  their current President, comparing his 
undermining of  democratic principles to Hitler’s.  

The current Polish Prime Minister, Beata Szydło, claims to 
defend Christian values and denounces the attacks of  the 
foreign media, especially the German media, which she sees 
as manipulating the Polish people. She was the manager of  
the campaign that led her Conservative party to power. In 
January, she declared at the European Parliament that she 
agreed to discuss with the opposition. The reason why the 
EU had a rapid reaction is perhaps because it has delayed to 
do so for the Hungarian case, where the freedom of  the 
press and the independence of  the judiciary are also in 
danger. There is a growing sense in Brussels that Eastern 
Europe seems to be more inclined to a nationalist dream, 
and a fear that Poland, an important member of  the 
Visegrad Group, could influence negatively its co-members, 
the Czech Republic, Hungary and Slovakia. Perhaps the EU 
enlarged too rapidly to these four countries in 2004. 
Indeed, contentions often arose from these Central 
European states’ stances, for example concerning the 
migrant crisis. Indeed, the spokesmen of  Law and Justice in 
Poland, warning that “refugees could spread infectious 
diseases” without any justifications, caused much 
discomfort in the EU.  

The European Commission (EC) carried out its threat in 
mid-January 2016 with the opening of  a preliminary 
investigation on the recent reforms of  the Polish 
government. The First Vice-President of  the EC, Frans 
Timmermans, declared that “the binding rulings of  the 
constitutional tribunal [Poland’s highest legislative court] 
are currently not respected, which I believe is a serious 
matter in any rule of  law-dominated state”. Since 2014, the 
EU can activate a control procedure on a Member State but 
it is the first time that the EC uses the mechanism. Jean-
Claude Juncker, President of  the EC, does not think they 
“will get to that point” because they “have to have friendly 
and good relations with Poland so [their] approach is very 
constructive. [They] are not bashing Poland”. The EU can 
also deprive Poland of  its right to vote at summits and 
inter-ministerial meetings. This solution remains a means 
of  last resort. 

BENJAMINE LAURIN is a third year undergraduate studying 
Liberal Arts at KCL and an avid writer on European issues 
(http://topicalissues.tumblr.com/). 
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“Weak, politically divided and militarily non-influential […] 
economically, it’s a giant but we no longer fear it because 
we know that the EU needs China more than China needs 
the EU”. This is how a Chinese scholar bluntly depicts 
Brussels’ backslappers vis-à-vis the creators of  the Great 
Wall. After the ratification of  the Lisbon Treaty (2009), 
Europeans are slowly coming to terms with what an EU 
foreign policy should look like. In the meantime, the 
Chinese Dragon is flexing its muscles, and seems ready to 
use them.  

At the fourth China-Central and Eastern Europe Summit 
(CEE-2015), the Chinese Premier Li Keqiang ��� 
launched a project for a “land-sea express passage” 
between China and Europe to facilitate trade between two 
of  the major poles of  the 
world’s economy. It might 
sound fabulously ambitious, 
b u t B e i j i n g i s a l r e a d y 
providing Hungary and Serbia 
with a high-speed railway 
connecting Budapest and 
Belgrade. What does China 
gain from this? The project 
will be Chinese-branded 
thanks to the use of  products, 
machiner y and mater ia l 
“made in China”; in short, a 
win-win solution for China 
and her two major Eastern 
European partners.  

However China i s a l so 
parading as a trade-and-
development tiger given its African initiatives. Whilst 
Europeans meticulously apply a “one-size-fits-all” clause to 
all its African partners – constantly risking being labelled as 
neo-colonialist invaders – Sino-African trade has increased 
to an estimated £116 billion, compared to EU-Africa 
flagging trade. In 2009, the Chinese government has 
provided Africa with a condition-free aid package 
amounting to 45.7% of  China’s cumulative foreign aid 
(equivalent to £150 bn). Of  course, African leaders are 
courting and praising Beijing while sacking what they see as 
Brussels’ intrusive bureaucrats. Again, what does China 
gain? By offering targeted aid for infrastructure – a sector 
much-neglected by the EU – and loans tailored to the raw 
materials and natural resources of  the recipient country, 

Chinese companies benefit as the preferred service 
providers while Beijing earns the dividend of  commodity-
backed loans. This translates into oil and mining rights that 
favour the recipient country, as it does not run the risk of  
falling behind into debt arrears while China secures the 
continent’s natural resources at its own mercy. As one 
commentator concludes, “the intention of  China’s aid to 
Africa is benign but not altruistic”. In short, whilst ethical 
concerns do not rank high on the Chinese investment-and-
aid agenda in Africa, Beijing’s approach is undoubtedly 
efficient and pragmatic. How does Europe compare to this? 

In a major summit between African heads of  government 
and European leaders in Brussels last year, talks on EU-
Africa Economic Partnership Agreements (EPAs) were 

held . There were many 
absentees. The Zimbabwean 
President Robert Mugabe’s 
absence was certainly noticed 
as he refused to fly to the de 
facto Union’s capital without 
his wife who was denied a 
visa! What was really missing, 
however, was an entente on the 
EPAs in the post-Cotonou 
Agreements between Europe 
and countries from Africa, the 
Caribbean and the Pacific 
( A C P ) . T h e b o n e o f  
contention is that African 
leaders do not seem willing to 
liberalise their markets – so 
the argument goes – as that 
would doom local companies 

to inevitable bankruptcy. Nonetheless, African leaders 
might be disappointed if  the EU cuts off  aid given that 
“for over 30 years, exports from ACP countries were given 
generous access to the European market”. The EU has 
started carving its slice of  the trade cake and seeing 
development aid as an efficient carrot-and-stick approach 
to make African states open their markets to EU 
companies. So much for the EU’s conditionality clauses 
linked to democracy promotion, human rights and the rule 
of  law … the Union’s approach to the African continent 
does not seem as “virtuous” as one might like to think. In 
light of  China’s relative success, what can Europe do? 

Given China’s fast economic growth at a rate of  7% per 

Dialogue|Europe 

Page 18 of  51

Dragons vs. Bureaucrats: the EU Needs China More than China 
Needs the EU? 
by Domenico Carofiglio

“Efforts to familiarise China with the 
international community’s norms 

have been relatively fruitless so far. 
What Europe needs is to accept that 
21st century China was born out of  
diverse historical and socio-cultural 
circumstances and the latter’s self-
image as well as its vision of  the 

international order are unlikely to 
change, at least in the foreseeable 

future.”
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year, the EU cannot afford to lose out. Efforts to 
familiarise China with the international community’s 
norms have been relatively fruitless so far. What Europe 
needs is to accept that 21st century China was born out of  
diverse historical and socio-cultural circumstances and the 
latter’s self-image as well as its vision of  the international 
order are unlikely to change, at least in the foreseeable 
future. For instance, a commentator highlights how China 
and the EU’s views on the meaning of  strategic 
partnership are diametrically opposed. Europeans tend not 
to look further than their noses. By pursuing short-term 
goals and taking their norms for universally granted, a 
strategic partnership is one where norms are mutually 
shared and in which the outcome can be quickly tested as 
proof  that the strategy works. Chinese policy-makers – 
less worried about electoral constraints – have a long-term 
vision concerning strategic partnerships and tend to focus 
more on personalities than issues, à la European Union; 
this might be problematic as its European interlocutors 
constantly change.  

If  the EU does not want to be swept away in Africa or – 
more paradoxically –in Europe, it should pursue a more 
Machiavellian agenda towards China, that is, the Union 
should embrace China as it is and find a balance between 
the Union’s normative dimension and its attraction to a 
soon-to-become superpower whose influence is no longer 
confined to its economic and military might. The EU 

needs to ensure a strategic partnership with China, yet 
without renouncing to its founding values. Self-reflection 
and a more sober approach to China are necessary to 
ensure that the EU will not need China more than China 
needs the EU. Moreover, Brussels should play the card of  
the honest broker between Washington and Beijing to a 
greater extent, as it has a lot to gain and even more to lose. 
The EU must accept China on China’s own terms. It has 
to forge its forthcoming 2016 strategic agenda according 
to the vision of  one of  the most important targets of  its 
security and foreign policy goals. Beijing may prove a 
difficult partner to work with, but it shares interests with 
the EU – namely in the protection of  its economic growth 
and carefully-crafted diplomatic space to be endangered by 
Islamic radicalism or an unstable Middle East. Beijing 
refuses to be lectured, however a one-voice and sensible 
approach on part of  the Union might turn the relationship 
into a marriage in the name of  stability, peace and mutual 
economic benefit. Too much emphasis on Western-crafted 
norms and bureaucratic minutiae will not be effective in 
engaging China; the dire consequences are already 
manifest in Eastern Europe and Africa.  

Sure enough, the EU-China cats-and-dogs relations will 
remain a conundrum until Europeans stop trying to turn 
dragons into bureaucrats.  

DOMENICO CAROFIGLIO is a third year undergraduate 
in the International Relations BA 
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Challenges to Poverty Eradication in Ecuador [1] 
by Chiara Mariotti 

SOUTH AMERICA 

In Latin America, the first decade of  the 2000s has been 
marked by significant progress in reducing poverty and 
inequality, and Ecuador is one of  the continent's most 
remarkable cases of  poverty reduction and equitable growth: 
the share of  people living in extreme poverty (below the 
poverty line of  $1.25 a day) halved from 20% in 2000 to 
10% in 2004, and it continued to fall in the following years, 
reaching 4% in 2012. Growth was highly inclusive between 
2006 and 2011, with the incomes of  the poorest 40% of  the 
population growing by more than eight times the national 
average.[2] 

Ecuador is also an instructive example of  the challenges 
that, at the outset of  the Sustainable Development Goals, 
countries face in eradicating poverty and in promoting 
progress that reaches down and widely to all sectors of  the 
society, including the poorest and most marginalised people. 

A first challenge that the country faces is closing the gaps in 
poverty incidence between different groups and regions: in 
2014, almost half  of  the rural population was poor 
according to the national poverty line, compared to 14% in 
urban areas.[3] Regionally, poverty is concentrated in the 
Amazon region and in the Coast. There are also striking 
differences between ethnic groups: in 2014, 65% of  the 
indigenous population was poor (according to the national 
poverty line), compared with 30% of  Afroecuadorians and 
21% of  the Mestizos.[4] These differences signal that some 
groups and individuals still face considerable constraints in 
fully participating in economic growth. 

A second challenge is ensuring that the evolving domestic 
and international conditions do not undermine the progress 
achieved in the last decade. Ecuador's recent history has 
been characterised by radical political change marked by the 
coming to power of  President Rafael Correa in 2006. Correa 
was elected with the support of  indigenous groups and 
other social movement under the promise of  're-founding' 
the country as a pluri-national state through a 'Citizens' 
Revolution' which would enhance people's participation in 
policy-making. In 2008, a new Constitution established Buen 
Vivir (Living Well) as the aim of  policy-making and 
identified three core areas of  interventions: human 
development, harmony with nature and an economic model 
aimed at achieving sustainability, diversification and 
redistribution. 

The shift in policy making associated with this political 
change had a remarkable positive impact on poverty 
reduction. In fact, Correa's political regime has been 
accompanied by an emphasis on redistribution and increased 

social expenditure which translated into an expansion of  the 
cash transfer programme Bono de Desarollo Humano, and a 
better provision of  health and education services. These 
interventions benefitted the poorest people through 
improved childhood nutrition, increased household 
consumption, higher school enrolment and reduced out-of-
pocket expenditure. Fiscal space for these redistributive 
social policies was created through radical reforms in the 
management of  public resources, such as the re-writing of  
oil contracts which gave the government the larger share of  
revenues, an increase in direct taxes, the restructuring of  the 
public debt and channelling of  all oil revenues into the 
budgeting process. 

Ensuring that poverty reduction and human development 
reach all groups and regions of  the country requires 
maintaining high levels and quality of  social expenditure. 
However, in the near future, public spending may be 
constrained by lower government revenues owing to a fall in 
the international price of  oil, reserves saved from previous 
oil funds having been entirely spent. Absence of  a national 
currency aggravates the situation anchoring public finances 
to inflows of  foreign currency. 

A third challenge is to maintain a balanced process of  
development, which for Ecuador corresponds to advancing 
in all three core areas of  Buen Vivir, namely human 
development, the transformation of  the economy or 
protection of  the environment. So far, policy efforts have 
focused on human development, neglecting the other two 
areas. At the same time, the macroeconomic conditions 
which in the early 2000s enabled the country's economic 
recovery and stability – such as the increase in the price of  
oil and dollarisation, with the ensuing revaluation of  the 
exchange rate – have reduced incentives to economic 
diversification. Notably, dependence on the exploitation of  
natural resources has deepened in the last decade, pushing 
the country towards an unsustainable development strategy. 

Lack of  diversification was not a problem in the early years 
of  recovery because it was compensated by a decrease in 
unemployment and an increase in wages, including in sectors 
which employed poor people, such as agro-exports (bananas 
and cut flowers). In the medium term, the appreciation of  
the exchange rate led to the expansion of  the service sector, 
especially commerce and construction, which absorbed a 
significant share of  the poor urban labour force. Job 
creation was also accompanied by an increase in wages, 
particularly for poorer workers. Dollarisation initially 
reduced the purchasing power of  poor households, but then 
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improved it by reducing inflation and the relative price of  
imported goods. However, in the longer term, the 
country’s economy has evolved towards a model of  
export-led growth based on traditional exports (e.g. oil, 
shrimps and agricultural commodities) with low 
productivity, a large informal sector and lack of  structural 
transformation in agricultural production or land 
redistribution.   

Further reduction in poverty and inequality will not be 
possible without the creation of  job opportunities for 
skilled and unskilled workers in both urban and rural areas. 
This will require significant investment in the 
diversification of  the economy and in education and 
workers’ training. Access to land, water and credit should 
be improved in rural areas, together with investment in off-
farm activities and the creation of  linkages with value 
chains in order to increase the productivity of  small 
farmers and expand income-earning opportunities. 

A final challenge for the country is to maintain the traction 
for progressive political change as encapsulated in the 
Buen Vivir agenda. The government has shown decreasing 
commitment to participatory policy making and to the 
recognition of  political and cultural autonomy for 

Ecuador’s different ethnic groups. Instead, it has received 
increasing criticism for reducing the freedom of  civil 
society organisations (CSOs) in the face of  growing 
political opposition. 

Ecuador’s experience shows that strong government 
commitment to redistribution and explicit focus on 
inclusive policies beyond economic growth are key, usually 
connected, ingredients in the path towards poverty 
eradication. However, strong political will should not come 
at the expenses of  closure of  spaces for civil society 
participation, which is fundamental for progressive social 
change. Further, for progress to be sustained over time, it 
needs to be supported by structural change in the economy 
and society. Interventions in this direction include creating 
incentives for investment in environmentally sustainable, 
labour-intensive activities and actions to tackle the 
discrimination and the exclusion of  traditionally 
marginalised sectors, in the economic, cultural and political 
sphere. 

CHIARA MARIOTTI is a researcher at the Overseas 
Development Institute, where she works on chronic poverty, the 
Sustainable Development Goals and inclusive and pro-poor(est) 
growth. 

Is the Fed to blame for capital controls in Brazil and recent currency 
wars? 
by Lilia Naydenova

Today, Brazil battles inflation and its central bank decided 
not to raise the interest rate higher than the current 
14.25%. The recession that the South American country 
faces is brought on by a culmination of  collapsing 
investment, lower commodity prices and constrained 
government spending. If  we look back to the end of  the 
financial crisis, can we perhaps trace some troubling 
dynamics in the international financial system that have 
helped to lead to this moment? 
Developments in the global economy since the financial 
crisis of  2008 suggest that we might be living in a time of  a 
revived Bretton-Woods system which dictates monetary 
policies and sets global exchange rates. Emerging 
economies have suffered from what in 2010 the then 
Brazilian finance minister called “currency wars” - as the 
Fed lowered interest rates to salvage its economy, “hot 
money” flew into emerging economies in the form of  
Foreign Direct Investment (FDI) with investors in search 
of  higher return. However, since developed countries 
began to stabilize, emerging economies have faced capital 

outflows. Both sudden international capital inflow and 
outflow to economies such as Brazil has led to those 
countries imposing capital control and manipulating their 
interest rates in order to keep their currencies from extreme 
fluctuations and appreciation as much as possible. The 
article seeks to examine such dynamics and evaluate how 
successfully Brazil in particular has been responding to 
challenges posed by international capital f lows. 
Furthermore, the article will seek to determine whether the 
US, as a reserve-currency, and the Federal Reserve as its 
central bank, indeed bear responsibility for putting 
emerging economies at a disadvantage. Such an idea would 
bring back the notion of  a centre-periphery Bretton Woods 
System: the system originally intended to stabilize the world 
economy after World War II through a negotiated 
monetary order linked to the US as a reserve currency and 
the price of  the gold. Some might argue that today it is not 
the original emerging regions of  Europe and Japan but the 
new emerging regions that would need the intermediation 
of  the US dollar for their growth. 
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The Big Bad Fed 

The role of  the United States as a global power is 
undisputed. The dollar as a reserve currency of  the world 
is a vital part of  the international monetary system. 
However, taking a closer look at how the monetary 
policies of  the Fed aimed at recovering the US economy 
after the crisis affected emerging economies such as Brazil 
shows that the US economy is a less benevolent leader 
than thought. In order to boost the American economy, 
the Fed cut interest rates and began a quantitative easing 
program – printing money to buy bonds. The US dollar’s 
leading influence in the global financial system means that 
the Federal Reserve’s policies determine the global 
appetite for risk. A crucially important consequence of  
the US 2009 monetary policies was the influx of  “hot 
money” into the countries where high returns were 
expected.  These countries, such as the BRICs, were not 
prepared to absorb this capital to a high level of  efficiency. 

Currency Wars 

The increased demand for their currencies – like the 
Brazilian real – has led to a dangerous level of  their 
appreciation towards the dollar. The centre economy (US) 
had a significant impact on the periphery: despite 
increased growth rates, the Brazilian economy feared its 
sustainability and stability, especially should the Fed move 
to tighten its monetary policy (which it eventually did, 
most recently in December 2015). The Fed’s increase in 
interest rates would imply confidence in the American 
economy and would attract investors back to the safety of  
markets in advanced economies. Guido Mantega, Brazil’s 
Minister of  Finance at the time (2010) claimed that the 
Fed was waging a currency war, as it was sending a sea of  
capital towards already rapidly growing economies. 
“Currency wars” push countries to adopt competitive 

devaluation processes so as to achieve a low 
valuation of  their own currency and thus 
assist their domestic production. In order to 
prevent further appreciation of  the real, 
Brazil, alike South Korea and Thailand, 
exercised its right to impose capital controls 
aimed at limiting the influx of  hot money. 

No longer a trilemma? 

Such policies go against the trend of  
financial openness which began in 1970s and 
compromise the independent central bank 
policies of  emerging economies. Can the 
spillover effect of  monetary policy in a single 
country – the US – to the rest of  the world 
be limited? Helene Rey, a Professor at the 
London Business School, answers this 
question with a policy choice: independent 

monetary policies are only possible if  and only 
if  the capital account is managed. This is a watershed 
statement, as macroeconomic liberal policies were 
previously determined by the impossible trinity of  free 
capital movements, independent monetary policies, and a 
fixed exchange rate; the latter being impossible if  the first 
two conditions are to be met. What becomes clear when 
looking at the post-2008 financial landscape is, that capital 
flows obey global factors which are not necessarily 
beneficial for the cyclical conditions of  emerging 
economies. 

Back and forth: The turning tables of  capital flows 

For example, the Fed raising interest rates implies 
confidence in the American economy and attracts 
investors back to the safety of  markets in advanced 
economies. In 2015 emerging markets suffered a net 
outflow of  capital for the first time since the 1980s, 
partially because of  the Fed’s expected interest rise in 
December. Emerging economies like China and Brazil are 
now fighting to prevent the exodus of  capital. It quickly 
becomes clear that the modern global financial cycle is 
one where the US monetary policy and the direction of  
international capital flows are interlinked. Imposing capital 
controls to limit the direct effect of  the Fed’s monetary 
policies has indeed been tested out by emerging markets, 
with Brazil imposing tax on equity inflows during the 
“currency wars” of  2009-2011. The IMF has criticized 
such intervention in the liberal markets, and yet one 
cannot help but ask a simple question:  Is the current 
model of  the international monetary system as beneficial 
to the emerging economies as it once was? 

LILIA NAYDENOVA is a final year student in BA 
European Studies at King’s College London 
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A proposal of  structural reforms to foster industrial resilience in 
Latin America  
by Lorena Guarnizo 

When I think about Latin American development I recall 
an article from the Economist published last year on the 
complicated situation these countries are having in 
regards to the high devaluation of  their currencies after 
the decline of  prices in the commodity market. It claimed 
a new “formula for growth” and recognized regional 
integration as a key opportunity to do so [2]. Although I 
strongly believe trade is a promoter of  industrial resilience 
and thus, of  economic development, I argue that it can 
trigger structural reforms in areas different from 
manufacturing. 
  
After economically opening, most of  LA countries have 
failed to industrialize. Their growth is based primarily on 
commodities. Whereas in Asia similar policies led 
factories to be built, LA erected shopping centres [3]. 
Though this kind of  commercial activities generates 
economic action; these are not the real driving force 
behind a sustained development. Free Trade (FT) 
withholds some important tools that, coupled with 
successful implementation strategies and political support, 
may result in structural transformations in multiple fields. 
These changes are not apparent or easily quantifiable, but 
there is some evidence suggesting they happen for 
instance, in improving education, transparency, 
environmental policies, strengthening the institutional 
capacity and capacity building. I will refer to two of  them 
vital to achieving a change in the long term. 
  
First, education. Developing countries, which have 
achieved to industrialize are those that initially relied on 
primary resources extraction or low-cost labour force, and 
then increased investment in human capital or 
technological modernisation notes the UNIDO report 
(2007) [4]. Countries like Korea, Taiwan or India support 
this because their economic growth was largely managed 
by the human capital development. This article addresses 
two different factors of  education. One consists in driving 
the education policy towards specific fields for people to 
perform in productive sectors and the second one in 
increasing investment in Research and Development, but 
how is this related to trade? 
  
In a broader sense, the first approach involves 
governments administering the education policy to provide 
the technical and specialized knowledge for enhancing 
people's skills and attracting investment in determined 
competitive sectors. This creates incentives for doing a 
certain type of  businesses and reforming, especially the 

tertiary education to increase the offer, the demand and the 
quality in those specific fields. Ranawat, M., & Tiwari, R. 
(2009) [5] explain that, for instance, a government aiming 
to raise the number of  students in engineering colleges, is 
indirectly favouring industries like the automotive one. In 
Israel, the government's vision is centred around 
technological entrepreneurship. Its progression in scientific 
and technician education is very convenient in 
accompanying its industrial development strategy [6]. 
Government creates and supports qualified and non-
qualified labour force in order to develop the industry 
pushed from the technological sector. 

  
On the other hand, a more recent theory supports well the 
second view of  education. It suggests that countries do not 
need to specialize in specific sectors or businesses, but in 
particular tasks (De Backer and Miroudot, (2013)) [7]. 
Provided that the world's economy is now turning to the 
development of  global production or value chains (GVCs), 
creating better innovations than competitors is the key 
driver to grow (Low and Tijaja, (2013)) [8]. For example, in 
Bangalore, India, there is an important niche for 
experienced labour force in R&D-related activities. 
Employees are essentially subcontracted by US-based 
enterprises to work in the software industry (Arora and 
Arunachalam cited in Lach, S. (2000)) [9]. Held by this new 
trend of  integrating businesses into GVCs there is no need 
to mobilise production factors, the solution is to invest in 
R&D. 
  

“Trade can be a lot involved in the 
production of  public policies in the 

education sector with the aim of  
promoting industrial development. 

Trade opens the door to new 
opportunities. The success depends on 
how governments decide to introduce 
their economies into the global market 
and whether or not they can guarantee 
that education policy follows the same 

pattern.”

Page 23 of  51



Dialogue by KCL Politics Society ————————————————————-

Dialogue|South America 

Page 24 of  51

To sum up, trade can be a lot involved in the production of  
public policies in the education sector with the aim of  
promoting industrial development. Trade opens the door 
to new opportunities. The success depends on how 
governments decide to introduce their economies into the 
global market and whether or not they can guarantee that 
education policy follows the same pattern. Even in 
industrialized countries whereby non-qualified activities 
were the initial step a shift to a well-qualified labour force 
to boost development was needed. This is where the real 
challenge of  diversifying domestic industry begins. 
  
My second point revolves around Capacity-Building [10]. 
According to Ramdoo, I., (2015) [11] capabilities are the 
aggregation of  some particular skills, technological know-
how and the accessibility to “complementary inputs, 
technology, cost-effective logistics, quality infrastructure, 
and functioning and well-governed institutions”. She 
argues that capabilities must not be underestimated in the 
design and implementation of  industrial policies. 
  
Under that framework, capabilities may be derived from 
FT and unfolded by private sectors or governments. These 
can be useful to mitigate the side effects of  trade in some 
vulnerable sectors. Capabilities are thus powerful 
instruments for transferring knowledge and learning, if  
correctly designed and implemented. As noted by Stiglitz, J. 
E. et al., (2013a), learning strategies must be at the centre 
of  development strategies [12]. 
  
The Tariff  Rate Quotas (TRQs) [13] as ETCs [14] might 
be accounted as one of  those tools. The ETC, which are 
responsible for the quotas' auctions must be created in one 
of  the countries taking part in the agreement. As a result 
of  these operations, they obtain a fee and the money raised 
is divided between the associations into equal parts. With 
this, each of  the associations does 
research, markets promotion and plans 
export programs for industries in their 
respective sectors. It means that the 
money will be reinvested in the 
development of  the whole productive 
chain. This tool is paramount because it 
includes all actors to co-produce public 
policies [15]. Governments devise the 
tool, regulate and incentivize its use, 
while the private sector is responsible 
for building capabilities along the chain 
to the bottom of  the pyramid wherein 
people who are mostly affected by 
trade can have a voice. 
  
In practice, in LA, most of  these 
schemes do not function properly. 

Governments very often fail to deliver public policies 
correctly because of  mistakes in “the implementation 
cycle”. However, the power of  these mechanisms cannot 
be diminished. The aim ought to be they are "irreversible" 
when implemented [16]. 
  
Another tool for building capabilities is in the relationship 
between entrepreneurship and industrialization. Bar-El, R., 
& Felsenstein, D. (1990) [17] show that in Israel a good 
strategy for rural areas is to mobilize local entrepreneurial 
potential from urban areas to rural ones where it is weak or 
simply does not exist. FT again plays an important role in 
the process of  attracting Foreign Direct Investment (FDI) 
or even for promoting the elaboration of  productive 
projects in vulnerable areas. Once more, for this kind of  
plans to be carried political and private will are necessary. 
  
As denoted before, education and capacity building are not 
the only instruments that can trigger economic welfare. A 
recommendation would be to find and quantify more 
evidence in all the suggested fields. Undoubtedly, this can 
help some LA governments to turn from the recurrent 
discourse of  the negative side effects of  FT towards one 
that is more proactive and beneficial to the industrialization 
of  these countries. 
  
The truth, however, is that without the sustained political 
will, the private sector collaboration and the enhancing of  
people's voices, it seems complicated to produce any 
structural transformation. It is just important to remember, 
“The hard work of  structural reforms is the only way to 
boost growth and welfare” [18] 
  
  
LORENA GUARZINO has graduated from the MSc in Public 
Management and Governance at the LSE in 2015.  
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Energy East exposes fractures in 'New Canada' 
By Cleo Paskal  

The battles over Canada’s proposed 
E n e r g y E a s t p i p e l i n e n e a t l y 
encapsulate many of  the challenges 
ahead for Prime Minister Justin 
Trudeau’s new Liberal Government. 

C a l g a r y - b a s e d Tr a n s C a n a d a 
Corporation would like to build a 
4,600km pipeline to carry crude from 
the landlocked Canadian provinces of  
Alberta and Saskatchewan eastwards 
to refineries and Atlantic-access ports 
in the Canadian provinces of  Quebec 
and New Brunswick. The CAD$15.7 
billion project would convert about 
3000 km of  existing, aging, natural 
gas pipelines. Much of  the rest would 
be new infrastructure. Every day it 
would carry 1.1 million barrels of  
crude through five provinces, under hundreds of  
freshwater lakes and rivers and across lands claimed by 
close to 180 different First Nations. 

It is a project straight out of  Canada’s classic “hewers of  
wood, drawers of  water” resource extraction playbook. The 
question is, who is still playing that game? And, for that 
matter, who is considered a player? 

Canada’s October 2015 federal election brought in a 
government that had promised to work with a wider range 
of  stakeholders than the previous government. Part of  that 
promise was just an acknowledgement of  reality. Canada’s 
First Nations, for example, long sidelined in Ottawa’s 
decision-making circles, have increasingly shown their 
determination and ability to defend their treaty rights, 
potentially giving them a degree of  control over close to a 
third of  Canada’s land mass. According to federal 
government estimates, Canada has a potential CAD$650 
billion worth of  resource-related projects that could be 
developed over the next decade.[i] Almost all of  them are 
in areas subject to First Nations land claims. 

First Nations have already demonstrated their ability to 
shape or stop projects that they consider counter to their 
interests, including the proposed Northern Gateway 
pipeline that would have carried bitumen from Alberta 
westwards to the Pacific coast. Additionally, they sometimes 
work with, or overlap with, increasingly well-funded and 
coordinated environmental groups. 

During the campaign, Trudeau courted both First Nations 
and environmentalists. He also made a strong stand for 
lowering greenhouse gas emissions and promised better 
relations with the provinces. These were all factors that 
could complicate the established close relationship between 
the previous government and the oil and gas sector. It was 

hard to tell what promises would survive the heat of  actual 
governance. 

After winning the election, Trudeau’s Cabinet appointments 
seemingly reflected his stated desire for a “new Canada”. 
His thirty-person Cabinet has gender-parity and includes 
two members of  First Nations, including Jody Wilson-
Raybould as Minister of  Justice and Attorney General of  
Canada. 

The lingering question is: will Trudeau’s “new Canada” 
translate into a fundamental transformation of  Canada’s 
economy? Canada is one of  the top five largest energy 
producers in the world, and is the main source of  imported 
energy of  the U.S. Additionally, around 20 percent of  
Canada’s manufacturing sector is linked to oil and gas, and 
the recent drop in oil prices has shaken the Canadian 
economy, and resulted in a precipitous drop in the value of  
the Canadian dollar. So, is greenhouse gas-sensitive, 
environmentally aware, First Nations-respecting Trudeau 
going to put his signature where his promises are and, for 
better or worse, reassess the fundamentals of  Canada’s 
economy? 

The first potential test for the new government was what 
would be Trudeau’s position on the controversial Keystone 
XL pipeline. That turned into a gift from U.S. President 
Obama to new Prime Minister Trudeau. Obama took the 
hit and killed the Keystone XL. That allowed Trudeau to 
commiserate with the losing oil sector without incurring the 
ire of  the winning environmental lobby. Trudeau also 
formalized a moratorium on tanker traffic on Canada’s 
Northwest Pacific coast, a move long demanded by First 
Nations and others, but made easier by existing restrictions. 
That’s what effectively killed the proposed Northern 
Gateway pipeline from Alberta to the Pacific. 

So, with pipelines South and West being blocked with little 
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political cost to Trudeau (and there are many, many other 
existing networks), the focus has turned towards Energy 
East. TransCanada says the pipeline is safer and less carbon 
intensive than transporting by train. It will create jobs. It will 
open access to international markets. 

Opponents are a wide, loose group, including some First 
Nations, environmentalists, cities, renewable energy sector, 
and even parts of  the natural gas sector (it will lose access to 
its existing pipelines). There are concerns about soil and 
water contamination, land rights, greenhouse gas emissions, 
etc. 

Energy East’s first major hurdle had been erected by the 
Province of  Quebec. While, historically, environmental 
approvals for pipelines that cross provincial boundaries are 
given by the federal cabinet, a recent ruling by the Supreme 
Court of  British Columbia has highlighted the role of  the 
provinces in granting permission. Quebec, building on this, 
has said it will file an injunction against TransCanada 
insisting it pass a provincial environmental impact 
assessment, regardless of  what the federal government says. 
Quebec’s Environment Minister, David Heurtel, has stressed 
this doesn’t mean that the government of  Quebec has taken 
a position on the pipeline, but that “This is not only a matter 
of  respect, but equally a question of  fairness toward all 
companies that wish to do business in Quebec.”[ii] 

In a Canadian context, this is a bit of  a political earthquake. 
The balance of  power between provinces, and between 
provinces and the federal government, is hard fought. The 
Premier of  Saskatchewan, who backs Energy East, has made 
it clear that if  Quebec blocks his province’s economic 
development (as he sees it), then it is likely he will retaliate 
against Quebec when possible. 

So far, Trudeau is treading a very careful line. When 
Montreal’s mayor came out strongly against the pipeline, 
Trudeau stopped by for a visit. After the meeting Trudeau 
said it wasn’t the role of  the federal government to push for 
certain pipeline projects, but rather to ensure that there was a 
clear process for vetting proposals. But even that is being 
questioned as Quebec pushes for its right to have its own 
process with effective veto powers.  

The province-federal balance of  power tussle is only the 
most obvious fracture in Canada exposed by Energy East. At 
some point, very difficult decisions will have to be made 
about Trudeau’s stated commitment to greenhouse gas 
reductions, treaty rights and, ultimately, the future of  the 
Canadian economy. Not everyone can be a winner. 

In Parliament Trudeau stated: "We are working very, very 
hard right across the country with municipal leaders, with 
provincial leaders, to make sure we're creating the social 
license, the oversight, the environmental responsibility and 
the partnership with communities to get our resources to 
market in a responsible way."[iii] 

Sounds good. But now what? Energy East will be interesting 
to watch. It is a litmus test for “new Canada.” 

CLEO PASKAL is Associate Fellow, Energy, Environment and 
Resource Governance, Chatham House and Visiting Trudeau Fellow 
at the Université de Montréal’s Center for International Studies. 
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A quiet opportunity in Latin America 
By Jacob Parakilas 

Since the end of  the Cold War, Latin America has been 
one of  the lowest foreign policy priorities for the US 
government. When the US has paid attention to its closest 
geopolitical neighbours, it has generally been through the 
lens of  American domestic issues, particularly immigration 
and security. But a confluence of  recent trends has given 
the US an opening to rebuild its image in the Western 
Hemisphere. Whether the US can capitalize on this 
opportunity largely depends on the next president. 
  
The best-known aspect of  this opportunity is the Obama 
administration’s opening of  relations with Cuba, which 
gifted its successor perhaps the single best public relations 
bonus with the Western Hemisphere in modern history. 
The US embargo against Cuba, in place since the early 
1960s, was a constant sticking point in intra-hemispheric 
relations. In 2012, for example, disagreements over Cuba’s 
role in the hemisphere prevented the emergence of  a 
consensus outcome document from the Summit of  the 
Americas. Such statements are usually the safest and easiest 

ways for national groupings to demonstrate at least a bare 
minimum of  political accord; to leave a summit without 
one did not do lasting political damage, but it was an 
embarrassment for the US. 
  
The end of  the political impasse, the easing of  economic 
restrictions and the likelihood of  a near-future end of  the 
embargo have all undercut the central message pushed by 
hemispheric opponents of  the US. Those opponents, who 
only a few years ago were starting to look increasingly like 
a coherent bloc, have had their unity blunted by domestic 
challenges. The death of  charismatic Venezuelan president 
Hugo Chavez and the persistence of  low oil prices have all 
but destroyed the Venezuelan economy, while political 
corruption scandals and economic stagnation have 
prevented the emergence of  Brazil as a regional 
counterbalance to the power of  the US. 

Certainly, the US remains a driver of  strongly mixed 
emotions amongst Latin Americans. The US has a long 
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history of  intervention in the Caribbean and Central and 
South America, which is generally perceived from those 
regions as something between arrogant overreach and 
outright imperialism. Americans, even those tasked with 
dealing with hemispheric affairs, may not appreciate the 
extent to which local historical memory of  these events 
colours views of  current American policy. 
  
Nevertheless, the US has slowly made political inroads with 
many of  its southern neighbours over the last few years. 
Despite a top-level political relationship, which mostly 
varies between chilly and lukewarm, US security 
collaboration with Mexico has never been 
closer. And the Trans-Pacific Partnership, 
agreed in 2015, brings the US together 
with Mexico, Chile and Peru (along with 
Canada and seven nations on the western 
side of  the Pacific), and may well expand 
over time. Expanding the kinds of  
economic links that the US, Canada and 
Mexico already share via the North 
American Free Trade Agreement 
(NAFTA) farther south will have both 
advantages and disadvantages, but it will 
undoubtedly bring the participant 
countries into a closer political orbit.  
  
Finally, aggressive US counter-narcotics 
policies have long been an unpopular 
element of  the American posture in the 
Western Hemisphere, given the integral 
role that American demand plays in the 
violent drug production and distribution chains that run 
from the Andes all the way through Central America and 
up into US cities. But cracks are beginning to appear in the 
façade. With American states increasingly moving towards 
decriminalisation of  marijuana and growing resistance from 
both outside and inside the federal government, an end to 
the war on drugs has moved from the realm of  political 
fantasy into distinct possibility.  

  
So the stage has broadly been set for a quiet but significant 
re-alignment of  US engagement in its neighbourhood. But 
these largely positive trends are not yet locked in, and could 
easily be overturned by a successor. 
  
The identity of  the next US president will make a 
significant difference to what happens next. Two 
Republican candidates - Texas Senator Ted Cruz and 
Florida Senator Marco Rubio - would be, if  elected, the 

first Hispanic president. That would present a significant 
public outreach opportunity in either case, though Rubio, 
with his fluent Spanish and slightly higher overall 
popularity, might fare better in Latin America. But both 
have criticised the US opening with Cuba and indicated a 
desire to restore the pre-deal status quo. If  they were 
successful (an open question, given the increasing 
economic pressure from American businesses eager to 
move into the Cuban market), they would struggle with the 
same hemispheric issues faced by American presidents 
before 2014 on the Cuban issue.  
  

The current Republican frontrunner, Donald Trump, has 
not articulated a general policy towards Latin American 
affairs, but he has singled out Mexico with his claims that 
the country is intentionally pushing its rapists and 
murderers into the United States and his promise to force 
the Mexican government to pay for a border wall with the 
US. This, to put it mildly, has not endeared him to the 
third-largest country in the Americas. Trump’s 
transactional, deal-oriented foreign policy might make him 
less likely to pursue ideologically-minded interventions 
against leftist regimes in the Americas, but by the same 
token his nativism and unpredictability would likely make 
his administration regionally unpopular from day one. 
  
None of  the Republican candidates take a libertarian view 
towards drug policy; all are likely to push back hard on 
narcotics issues, where the Obama administration has taken 
a more cautious approach. Nor are any of  them likely to 
take steps to limit the availability of  weapons, which 
frequently migrate from American gun stores into the 
hands of  exceptionally violent criminal organisations 
farther south. While any of  them could potentially build 
ties in the Western Hemisphere, they would be doing so in 
ways that contradict rather than complement the current 
positive trends. 
  
Hillary Clinton, the likely Democratic Party presidential 
nominee, is the only candidate who would not be rowing 

“The identity of  the next US 
president will make a significant 

difference to what happens 
next.”
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against that tide, but the extent to which she’ll capitalise on 
the positive developments is unclear. Clinton did not 
notably prioritise Latin America in her tenure as Obama’s 
first Secretary of  State; nor has she made much comment 
on it during her campaign. Also, she is generally seen as 
more hawkish on the grand strategic issues facing the US - 
on Russia, ISIS and China. Her stated hesitation about TPP 
might win her some fans amongst those who worry about 
the deal’s impact on the environment or workers’ rights, 
though given her advocacy of  the similar NAFTA 
agreement during her husband’s administration, that impact 
is likely to be minimal. Nor will she have enormous 
political capital to spend. With the near-certainty that the 
Republican Party will continue to control the House of  
Representatives until 2020, and no end to gridlock in sight, 
she will have to choose her battles carefully. 

But here perhaps there is a paradoxical grain of  hope. 
Much of  what can be done to expand on the trends in US 
foreign policy towards Latin America will happen in 
unheralded ways, delegated to parts of  the US government 
which draw relatively little attention from the press and 
Congress. If  the story of  the next few years of  American 
politics is to be continued gridlock, perhaps quiet progress 
is the best kind. 
  
JACOB PARAKILAS is assistant head of  the US and the 
Americas Programme at Chatham House. 
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The problem of  geography and suitable candidacy: the Democrats’ 
future electoral success is in trouble 
By Linton Singarayer 

Given the media discourses surrounding 
this election cycle, one might think that the 
White House race and Donald Trump are 
the most significant current stories related 
to American politics. Indeed, the real-
estate mogul’s incredible rise from 
laughable outsider, to frontrunner, to the 
inevitable Republican nominee[i], has 
captivated the public and media’s attention 
not just within the United States, but 
around the world[ii] . Pundits and 
politicians alike are revelling in Trump’s 
successes, speaking about the GOP as a 
“shattered” party[iii], highlighting how 
after decades of  cajoling and firing up 
various disparate groups of  conservatives, 
the party is facing its reckoning for playing 
such a dangerous strategy in return for electoral 
successes[iv]. 

In contrast to this, media conversations about the 
Democrats are much softer in tone, with far less extensive 
coverage of  their primary. Yes, Hillary Clinton has faced a 
surprising challenge from a youth-backed Bernie Sanders, 
but by and large, most Washington insiders and talking-
heads still expect Hillary to swiftly tie up the 
nomination[v] and be a formidable candidate come this 
November. While many have called attention to the 
battering that Clinton’s reputation has suffered due to 
email scandals and a growing perception that she cannot 
be trusted, it is still the GOP that largely dominates the 
mainstream media’s “doom and gloom” rhetoric. 
According to talking heads, columnists, and pundits, the 
GOP is “fracturing”[vi] and could be ready to collapse at 

any time, while the Democratic Party, by and large, remains 
strong. 

What many insiders have neglected to point out is the 
litany of  issues dogging the Democrats. The party has 
continued to do shockingly poorly on a state-by-state level 
since President Obama took office, losing 12 Governors, 
900 state legislature seats[vii], and other less high profile 
yet still important political positions. Even solidly liberal 
states such as Massachusetts and Illinois have opted to 
elect Republican governors, stunning many within both 
major parties. 

The problem of  Democrats losing on a state-level doesn’t 
just mean less influence over state politics, but it also 
impacts the party’s effectiveness during presidential 
elections. One of  the starkest contrasts between the 
Democrats and Republicans this election cycle has been 
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the disparity in both the quantity and qualifications of  
their presidential candidates. The Democrats had just five 
major candidates running for the Presidency, two of  which 
were former Republicans. Of  the three remaining, just one 
had experience as a Governor. Contrasting this with the 
GOP, we can see a major imbalance: the GOP fielded 
whopping seventeen candidates, nine of  which had 
Governorship experience, and five with Senatorial 
experience. 

Neither extreme is particularly good. The GOP’s high 
number of  candidates is indicative of  a fractured party, 
with no central and unifying candidate. The different 
strands of  supporters are fragile in their alliance, with the 
potential to collapse. However, the Democrats’ problem 
shows us something just as worrisome - a party lacking in 
experience, geographic diversity, and new ideas. Many 
believe that most Democrats were supposedly convinced 
by both the Democratic National Committee (DNC) and 
Hillary Clinton into not running: it was seen as “Hillary’s 
time”. She was seen as the perfect candidate: female, 
nationally known and politically experienced within both 
Federal Government and Congress. Some have even gone 
as far as to argue that the reason for the Democrats 
burying their primary debates away from prime-time is due 
to the DNC being “in the tank” for Hillary, and attempting 
to insulate and champion her campaign[viii]. 

However, the names being bandied about in pre-primaries 
were not exactly candidates who light the world on fire, 
given their similarities. New York Governor Andrew 
Cuomo and Senators Chuck Schumer and Kirsten 
Gillibrand, former Massachusetts Governor Deval Patrick, 
Massachusetts Senator Elizabeth Warren, New Jersey 
Senator Corey Booker, and of  course, Vice-President 
Biden were all heavily touted as the major possible 
candidates for 2016. However, with the exception of  Cory 
Booker and Deval Patrick, the major candidates are all 
white, establishment Democrats, which is difficult to 
reconcile with the Democrat desire to be seen as the party 
that champions minority groups. Furthermore, all of  the 
potential candidates hailed from the liberal enclave of  the 
Northeast, showing a stunning lack of  geographic diversity 
from what is supposed to be a national party. The GOP, by 
comparison, had candidates ranging from California (Carly 
Fiorina) to New Jersey (Chris Christie), as well as the usual 
Southern states where the GOP dominates, such as Texas 
(Ted Cruz, Rick Perry) and Louisiana (Bobby Jindal), and 
swing states like Florida (Marco Rubio) and Ohio (John 
Kasich). 

It’s no secret that the senior Democratic bench was 
decimated in the 2010 Tea Party “revolution”. Over the 
last six years, Governors and Senators who would have 
otherwise been strong picks for 2016 lost resoundingly, 
especially in non-traditionally liberal states such as 
Wisconsin, Illinois, and Maryland. The full effects of  this 
“shellacking” as President Obama called it[ix] at the time, 
are finally starting to be seen. Northeastern liberals such as 

Elizabeth Warren, Bernie Sanders, and Kirsten Gillibrand 
may delight the left-wingers of  the Democratic Party, but 
when it comes down to the General Election, where 
winning Independents is key, political scientific research 
has shown that moderate candidates have more chances of  
success[x], with the exception of  “once-in-a-lifetime” 
candidates who’s run coincides with some sort of  major 
shift in the US society (Reagan, Obama). Thus, the 
Democrats face a major issue in their future White House 
electoral strategies. Say Clinton loses in 2016, then who 
moves into position for 2020? Has the DNC even 
prepared for this very real possibility? The problems for 
the Democrats can be perfectly seen in their struggle to 
find a suitable running mate for Hillary Clinton. The name 
that keeps being touted is former-San Antonio mayor, now 
Secretary for the Department of  Urban Housing and 
Development, Julian Castro[xi]. However, for many the 
prospect of  an inexperienced ex-Mayor to be a Vice-
Presidential candidate is a ludicrous proposition. If  Dan 
Quayle, a Senator, was grilled for his lack of  experience in 
1988, the reaction towards Castro could be even more 
critical. The former part-time mayor of  San Antonio and 
head of  a relatively small Government department 
jumping into the Vice-Presidency is hardly a comforting 
thought given the lack of  political experience that dogs 
Castro. But he is young, Hispanic, and hails from Texas. It 
is clear, therefore, that the DNC is attempting to meet 
several key criteria that this article has outlined (geography, 
race, age, insider/outsider status), and if  a poorly-
experienced young ex-mayor is the best they can come up 
with, then the party truly does face an uphill struggle in 
future elections. 

While the Democrats continually speak about being the 
party of  inclusivity and diversity, it is the GOP that is 
continually showing this to be false, with a selection of  
candidates and high-ranking party officials showing true 
representation of  America. As Democrats on a state level 
continue to lose, so does the national party’s credibility, 
and thus, electability. If  the party cannot sort out its state-
level affairs then it may continue to have to field 
candidates who, antithetical to their core message, do not 
truly represent modern-America. A party that dominates in 
the Northeast cannot enjoy long-term success across the 
country and faces its own “fracturing” as the “blue wall” 
of  Democratic support, made up of  young liberals, 
Hispanics, women, and other major groups, may start to 
crumble. 

LINTON SINGARAYER is a final-year International 
Relations BA student at King’s College London. 
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Why are young women “berning” their bridges with Hillary? 
By Buket Buse Demirci 

There is no doubt that the 2016 American presidential race 
is an interesting one. With a socialist, a self-proclaimed 
politically incorrect man, an electable woman, and many 
ethnic minority candidates, the pool of  unique characters 
is deep. However, what is surprising is not just the 
diversity of  candidates, but also their often unexpected 
supporters. Young women do not seem to be moved by 
Hillary Clinton’s campaign; as much as older women vote 
for Clinton, the younger ones tend to choose Bernie 
Sanders. Many feminists of  older generations are fervent 
supporters of  Clinton, and they criticize younger women 
very harshly for their lack of  enthusiasm. Before 
examining these younger voters, however, it is important 
to understand what drives their political choices and 
ideology. 
  
Older women arguably have very good reasons to vote for 
Clinton. She is a seasoned politician, who has been 
fighting for the rights of  
American women for a 
long time, and has a solid 
chance at being the first 
female president. In the 
previous election cycle, 
she lost the primary to a 
rival who would become 
America’s f irst black 
president, representing 
another milestone, and 
many now feel that it is 
time for the first female 
pres ident . For these 
women, not voting for 
Clinton is a loss of  
opportunity because they 
want to see a woman in 
the White House as soon 
as possible, considering a female president would 
represent the fruits of  their efforts to advance women’s’ 
rights. As they get older, their chances at witnessing this 
milestone diminish. Feminist Gloria Steinem frankly stated 
that at her age, “most people are dead”. She followed this 
with the controversial statement that women are voting for 
Sanders because “that’s where the boys are.”[1] At a 
Clinton rally, Madeleine Albright, the United States’ first 
female Secretary of  State, declared that “there is a special 
place in hell for women who do not help other 
women.”[2]  These controversial comments reproached 
young women for being naïve, ungrateful, and not radically 
feminist enough because they are choosing to vote for a 
man. 
  
But young women today live in a different era than their 
critics did. The obstacles they face in receiving an 
education are high tuition fees and living expenses, not the 

lack of  rights to study at top class institutions, which was 
the case for the older generations because women who 
went to university were regarded as “unsexed”. When this 
is taken into account, it no longer appears surprising that 
these voters lend their support to a democratic socialist, 
who promises free education, universal healthcare, and 
who does not see their hopes for catching up with 
European welfare programmes as radical. Income 
inequality is a serious issue in the United States and 
Clinton’s close relations with Wall Street businesses do not 
allow her to position herself  as a champion of  the poor 
and the middle class. Clinton’s campaign, as Sanders 
pointed out at a rally, is sponsored by these wealthy donors 
and interest groups, and she has earned more than half  a 
million dollars giving speeches to Goldman Sachs and the 
transcripts are not public, so the content of  her 
discussions with them remains unknown.[3][4] While 
Sanders is seen as an outsider of  the party and a man of  

the people, Clinton is 
c o n s i d e r e d a n 
establishment candidate 
and is part of  a political 
household. Also, young 
people may feel more 
inclined to comfortably 
trust Sanders because he 
has a consistent political 
identity, which involves 
p r o t e s t s a g a i n s t 
segregation, a vote against 
the intervention in Iraq, 
anti-sexist agenda, and 
clear LGBT+ support. 
Especially young women 
o f  co lou r , who a r e 
w o r r i e d a b o u t t h e 
incarceration system, find 

Sanders’ policies against structural racism crucial. Clinton, 
on the other hand, was opposed to marriage equality even 
in the last decade, voted for the Iraq war, and was accused 
of  being involved in silencing multiple young women who 
accused her husband, former president Bill Clinton, of  
sexually assaulting them.[5] Furthermore, she seems to 
change her views on important issues as soon as the liberal 
electorate takes a different stand, as was the case for equal 
marriage rights and the Iraqi war. She has had a very 
successful political career, but is often accused of  being 
calculative and disingenuous. Young liberal women tend to 
be idealistic and critical, and thus they value reliability and 
persistence, qualities that appear to be present to a greater 
extent in Sanders. 
  
It could be said that older feminists care about symbolic 
representation, reasoning that a female president would be 
best positioned to advance the rights of  women. However, 

“It could be said that older feminists care 
about symbolic representation, reasoning 

that a female president would be best 
positioned to advance the rights of  

women. However, younger women do not 
see men just as the oppressor or the 

opposition, and care about political issues 
beyond gender representation. They 

support a man because his policies align 
with their own ideals and interests.”



Dialogue by KCL Politics Society  —————————————————-—

Dialogue|North America 

younger women do not see men just as the oppressor or 
the opposition, and care about political issues beyond 
gender representation. They support a man because his 
policies align with their own ideals and interests. Free 
healthcare and education will simply benefit single 
mothers and young students more than what Clinton 
offers. Albright and Steinem’s comments sound as if  they 
were designed to shame youngsters into voting for 
Clinton. In fact, as television host Maher pointed out, 
Steinem’s statement about “the girls” following “the boys” 
would be considered very sexist if  it were said by a man.[6] 
For Clinton to receive similar amounts of  support from 
young educated women as Sanders enjoys, she may need to 
broaden her horizons and realize that she may not be able 
to rely on her gender to present herself  as the best option 

for women. Many young women recognize that a female 
president is likely to be elected in their lifetime regardless 
of  whether that is Clinton, so there is no urgency to 
support her. A candidate, who is obviously the favourite 
of  the establishment, since she already has hundreds of  
superdelegate votes, is not the change young women are 
hoping for, especially not when they could have Sanders, 
someone who embraces a socialist label in American 
politics. 

BUKET BUSE DEMIRCI is a first year student of  
Philosophy, Politics, and Economics. 

Image Source: http://si.wsj.net/public/resources/images/
BN-EQ016_Clinto_G_20140919132517.jpg

Page 31 of  51

http://si.wsj.net/public/resources/images/BN-EQ016_Clinto_G_20140919132517.jpg
http://si.wsj.net/public/resources/images/BN-EQ016_Clinto_G_20140919132517.jpg


Dialogue by KCL Politics Society  ———————————————————-

ASIA 

Turkey’s Lonely Predicament: Provoking Russia in a Lawless Civil War 
By Uygar Baspehlivan

On 22nd June 2012, Syrian armed forces shot down a 
Turkish F-4 Phantom reconnaissance jet, claiming that it 
had violated their sovereign airspace. The attack received 
international criticism and particularly infuriated Turkish 
Prime Minister Recep Tayyip Erdogan who responded to 
the attack asserting that “a short-term border violation can 
never be a pretext for an attack.”1  Ironically, on 24th 
November 2015, Turkish air forces similarly intercepted 
and shot down a Russian Su-24 aircraft when it violated the 
Turkish airspace for 17 seconds. The order was directly 
given by Erdogan, the most vocal opponent of  the 2012 
attack. Naturally, the question brought to mind is what 
changed between these two similar border violations. Was 
it Turkey’s own selfish interests that warranted this 
provocative action, or was it an overall regional 
transformation of  territorial dynamics caused by the 
intensifying proxy conflict in Syria? Whilst increasing 
tensions between two countries - who were already 
adversarial due to their opposing positions in the Syrian 
civil war - the shot-down also opened the platform for 
discussion about the efficiency of  international law in these 
instances and whether strategic and realistic considerations 
should come before a strict implementation of  
international norms and rules. 

Turkey was acting in consideration of  two essential articles 
of  two of  the world’s most important collective defence 
treaties when it chose to shoot down the plane. Firstly, it 
was confident in its right to self-defence, referring to 
Article 51 of  United Nations Charter reifying the “inherent 
right of  individual or collective self-defence if  an armed 
attack occurs against a Member of  the United Nations”.2 A 
Russian military jet was crossing its border and Turkey 
legally had the right to exercise self-defence. Secondly, 
Turkey was relying on its alliance with NATO. NATO’s 
Article 5 states that “an attack on one ally shall be 
considered an attack on all Allies.”3 Was Turkey right when 
referring to these articles? First of  all, an objective 
definition of  what constitutes an “attack” is hard to agree 
onto. The violation of  Turkish airspace by a Russian 
military jet can easily be interpreted as an “attack”.  A 
Turkish International Relations professor Mehmet Dalar 
told newspapers after the attack that “in such a situation, if  
a country deems it (the violation of  airspace) a close 
security threat, it can intervene – they have this right to 
intervene in accordance with international law, if  its 
warnings are not heeded.”4 However, on the other hand, 17 
seconds is not long enough to pose an actual threat to 
Turkey. In the aftermath of  the attack, “Russian Prime 
Minister Dmitry Medvedev said that Turkey violated 
international law and gave ground for reciprocal military 
actions but the Russian leadership decided against it.”5  

It is a complex problem. Some might find Turkey to be 
correct in shooting down the Russian plane, and whilst 
some can say it was an uncalled-for, provocative move 

from Turkey. Both interpretations can be justified by 
differing points of  view regarding the implementation of  
international law. Whichever side you choose, it is a salient 
fact that the mechanisms of  international law do not 
suffice in dealing with a convoluted multi-party proxy 
conflict such as the Syrian Civil War. The strategic 
considerations and interests of  the parties preclude a 
thorough engagement with international legislative 
agreements and treaties. These agreements are mentioned, 
but almost solely with the means of  achieving a wider 
strategic goal and in a proxy battle as such, contending 
parties often use these treaties to justify action against the 
other or to draw a third international party to the conflict.  

What Turkey failed to consider, however, was that they are 
not the once so powerful and indispensable NATO ally 
that they perceive themselves to be. Turkish regional and 
international influence is waning, but their strategic 
considerations in the Middle East seem to be overlooking 
that point. Turkey is not powerful nor influential enough to 
face a powerful adversary such as Russia. It thought it 
could bring NATO into the game and receive international 
support by playing the card of  victimhood yet, on the 
contrary, Ankara was perceived as provocative and 
unnecessarily aggressive. With so much at stake in the 
Syrian ground, how can one expect NATO to go to war or 
to react in any way that extends mere verbal condemnation. 
The Russian state, however aggressive, perfectly capitalised 
on its victim status that the shot-down brought, to isolate a 
Turkey that is being drawn into the war deeper each day.  

Turkey’s, or to put it rightly, Erdogan’s Neo-Ottoman self-
illusion that Turkey can become a regional hegemon with 
the support of  its allies in the West and its alleged 
economic and military prowess is nothing but a farce. 
Turkey’s strategic deficit constitutes a threat to not just 
Turkey itself, but also to the entire region and to the 
reliability of  international institutions such as UN and 
NATO. Isolated and stranded, Turkey demonstrates how 
an over-reliance on the security rights that these so-called 
collective defense treaties give can be useless in a regional 
conflict where interests of  conflicting global powers are 
involved.  

Learning nothing from the lessons of  this predicament, 
Turkey is now preparing for a ground invasion of  Syria, 
referring to its right to self-defense after several terrorist 
attacks on Turkey’s capital. Disregarding the warnings of  
Russia and the West, Turkey is drawn into a war without 
any reliable allies, international support nor legislative 
backing. In a region where international law is no more, 
and Machiavellian strategies prevail, Turkey’s groundless 
confidence in itself  and its international influence is the 
wrong path to take. 

UYGAR BASPEHLIVAN is a Second-Year student of  BA 
International Relations at King’s College London. 
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Since the 2001 invasion of  Afghanistan, and the 
subsequent removal of  the Taliban from power, the 
question of  how to build a unifying, functioning and 
democratic Afghanistan has unremittingly troubled 
policymakers. The Bonn Conference, convened in the 
immediate aftermath of  the conflict, spurned a decade of  
power centralisation; the newly crafted Afghan constitution 
consolidated power in the Presidency, building a system of  
central governance contrary to the realities of  the country’s 
social, economic and political makeup.1 This approach 
sought to address the fractured identity of  Afghan politics, 
delivering unity amongst and between the Pashtuns, Tajiks, 
Hazara’s and Uzbek’s with the ultimate aim of  creating 
stability. To this extent NATO and Afghan representatives 
deserve credit. Strong central government was needed to 
build national institutions to achieve the challenging goal 
of  filling the vacuum left by Mullah Omar’s sudden 
departure from Kabul.2 Nevertheless, a drop in Afghan 
support for governance from a 
majority in 2005 to 47% in 
20093 illustrates that a new 
approach is needed. The 
centralisation of  power has 
begun to alienate the public. 
Afghanistan – if  it is to keep 
the hard won successes of  
yesteryear – must start to 
responsibly decentra l ise 
power away from Kabul to 
other cities, provenances, and regions. As former President 
Hamid Karzai ally Najib Amin observed, “Centralization…
if  you do it in the wrong way, it’s a recipe for 
dictatorship.”4 It is time to take power away from Kabul.  

The 2014 election of  Ashraf  Ghani and ensuing formation 
of  a national unity government, with Dr Abdullah 
Abdullah in the newly created position of  Chief  Executive 
(CEO), held potential for Afghan unity. This has since 
been extinguished following infighting and allegations of  
electoral fraud. President Ghani has consolidated power, 
requesting that all decrees from Dr Abdullah Abdullah’s 
office pass through the President’s administration wing. 
Some of  this is political manoeuvring, yet what’s more 
troubling is the scope of  the President’s power under the 
constitution. The RAND Corporation concludes that 
Afghanistan’s “highly centralized system gives the president 
appointment authority over nearly all the levers of  power, 
with only limited parliamentary or judicial oversight.”5 This 
concentration of  power does not fit with the underlying 
realities of  Afghanistan’s ethnic heritage. Centralisation has 
left the Afghan people behind.  

In addition, a lack of  political parties and representative 
voting system has further acted to alienate mainstream 
Afghans from all backgrounds. The retention of  the single 

non-transferable vote by former President Hamid Karzai – 
understandably to limit the influence of  Islamist parties – 
has sowed, in combination with a system of  block voting, 
mistrust among ordinary Afghans. Transferring power to 
regions would be wise in a system where districts already 
guarantee 80% of  their votes for candidates. Furthermore, 
taking away the authority to appoint the chief  electoral 
officer from the President and giving it to an independent 
body would go some way to quell fears about vote-rigging 
in the aftermath of  leaked calls that purported to show 
Ghani campaign officials discussing ballot stuffing.  

Another area in need of  decentralisation is the justice 
system. Responsibility for the creation and implementation 
of  a functioning justice system was given to Italy. Major 
reforms have been achieved in Afghan justice but the 
reality on the ground presents a lucrative recruitment 
opportunity for the Taliban as Pashtun clerics resent laws 

from Kabul . Ineff ic ient , 
corrupt and lengthy, many 
Afghans turn to local Quazis 
or Islamic Judges – making 
them an important aspect of  
traditional life. Instead of  
fighting these courts, which is 
in itself  an imposition of  
centralised bureaucracy over 
local means, they should be 
incorporated into the justice 

system. As Anatol Lieven, author of  The War in 
Afghanistan: its Background and Future Prospects, 
explains, it is “a system which may be brutal but which is 
quicker, more transparent and above all less corrupt than 
the local variants of  Western-style legal systems”. 
  
Former finance minister Ghani led efforts to change the 
currency despite international scepticism. Going through a 
network of  money markets that stretched the country, and 
by avoiding formal avenues, what the IMF said would take 
two years was completed by Ghani in four months. This 
level of  imaginative thinking is what Afghanistan needs 
now. What a centralised government has achieved in the 
past, it will be unlikely to achieve in the future. Power 
needs to be taken back from Kabul and given to cities like 
Herat, Jalalabad, and Mazar-i-sherif. Governors should not 
have to travel to Kabul for every decision. In a CNN-IBN 
interview on the 29th of  April 2015, President Ghani 
railed against special interests; ‘Our elites because of  their 
inter-disputes always pulled this country down.’ President 
Ghani must make sure his words do not prove prescient 
once more, and a sure way to do so would be to 
decentralise power away from Kabul. 

ALEXANDER HOGG is a student of  BA International 
Politics at King’s College London. 
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Towards a Saffron India 
By Pearl Pandya

Joseph Nye used the yardstick of  ‘soft power’ - the 
ability of  a nation to attract others through its culture, 
political values, and foreign policy - to explain the 
tremendous influence exercised by America.1 Recently, 
soft power has appeared as a recurring theme in the 
global narrative on India’s rise in the world arena. 
Despite a divisive partition and a hostile neighbourhood, 
India’s commitment to democracy and inclusivity, which 
forms the core of  its soft power, ensured that it was 
heralded as a post-colonial success story. The landslide 
victory of  the centre-right Bhartiya Janata Party (BJP) in 
the 2014 general elections and the subsequent 
appointment of  Narendra Modi as the Prime Minister 
garnered widespread concern about the implications of  
religious conservatism on national identity. Nevertheless, 
there was hope that the rhetoric of  nationalism 
employed during the campaign would be forsaken in 
favour of  collective development once they commenced 
governance. However, almost two years since the 
elections,  political discourse within the country has been 
dominated by a perceived rise in intolerance and 
majoritarianism. This essay substantiates these concerns 
with reference to the killings of  rationalists, communal 
violence engendered through a beef  ban, and malicious 
abuse of  the sedition law. It is submitted that active 
intervention by the highest echelons of  leadership is 
crucial before the secular fabric of  the country is 
irreparably damaged. 

On August 30, 2015, two unidentified gunmen,  
allegedly members of  a right wing Hindutya group,  
members of  a right wing Hindutva group, 
assassinated Kannada scholar M. M. Kalburgi. Dr. 
Kalburgi’s assassination was the third in a series of  
attacks on rationalist scholars- Govind Pansare and 
Narendra Dabholkar being the previous victims. 
Within the Indian intelligentsia, Dr. Kalburgi, Mr. 
Pansare and Mr. Dabholkar subscribed to 
rationalism, a philosophy that deems reason, as 
opposed to authority or spiritual revelation, as the 
chief  basis of  knowledge. They questioned the 
prudence of  ancient traditions and beliefs and were 
well known for their opinions against idol worship, 
superstition, casteism and communalism. It was 
these strongly-held convictions coupled with a 
reformist desire to promote scientific temper that 
led to their demise at the hands of  self-appointed 
guardians of  Hinduism. The brazen celebration of  
these murders by organisations such as the Bajrang 
Dal and the Rama Sena, which enjoy the patronage 
of  the ruling party, has elicited criticism of  the 
Prime Minister’s conduct. The usually eloquent 

leader’s silence on this obliteration of  the freedom 
of  expression has been interpreted as tacit approval 
by radicals, with instances of  communal violence 
steadily increasing after this government assumed 
power.  Attempts to silence voices of  the minority 
are inimical to the interests of  a country that 
upholds liberty in its Preamble and pluralism in its 
customs.   

The insidious impact of  majoritarianism is manifest 
in the form of  laws governing the slaughter of  cows 
and consumption of  beef, an animal that is 
venerated as a Goddess in Hinduism, the religion of  
80% of  the populace. A hyperbolic self-
enforcement of  these laws by a religious mob in 
Bisara, Uttar Pradesh, one of  the more communally 
sensitive states of  India, took a violent turn when 
Mohammad Akhlaq was lynched to death over 
unsubstantiated rumours that his family had stored 
beef. The alacrity with which the meat sample was 
sent for forensic analysis was in callous contrast 
with the inaction of  the police against identifiable 
perpetrators.  When it later emerged that the meat 
was in fact goat meat, the BJP MP of  the 
constituency and the Union Minister of  Culture, 
Mahesh Sharma, categorised the incident as a mere 
‘ a c c i d e n t ’ c a u s e d b y a r e a c t i o n t o a 
misunderstanding. 3 As has been the case with 
regard to communal incidents, the Prime Minister 
maintained a stoic si lence and fai led to 
unambiguously condemn the culprits. Such 
communal attacks and remarks have long been 
dangerously dismissed as being representative of  
only the fringe elements of  the ruling party. It is 
submitted that this impassive attitude serves no 
purpose but absolving elected lawmakers of  their 
responsibilities. Those in positions of  power must 
be held accountable for the religious murder of  Mr. 
Akhlaq before inanity and parochialism become the 
hallmark of  India’s polity. 

Accompanying the increase of  religious fanaticism has 
been a crackdown on voices of  dissent. The most recent 
example was the arrest of  Kanhaiya Kumar, the student 
union leader of  Jawaharlal Nehru University, on charges 
of  sedition for allegedly making anti national slogans at a 
discussion on Kashmir and the execution of  Afzal Guru, 
a convicted terrorist. The law on sedition, an archaic 
remnant of  colonial times, was exploited for political 
gains in contravention of  the Supreme Court’s 
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nterpretation requiring an “incitement to imminent 
violence” before mere slogans constitute sedition.4 
Cabinet ministers, who took an oath to guarantee 
constitutionally recognised rights, instead roused tensions 
by grandstanding their myopic idea of  nationalism.5 
Being encouraged by this vocal support, hooligans 
attacked the accused and journalists covering his case 
within court premises, making a travesty of  the rule of  
law. As has now become the norm, the Prime Minister 
remained silent. P.B. Mehta, the president of  one of  
India’s leading think tanks, called the subversion of  
freedom and judgment fostered by this government as 
the most anti-national of  all acts.6 A polemical youth is 
an asset; it is the imperious use of  state machinery to 
suppress open and fearless liberal discourse that calls for 
condemnation. By silencing those who challenge existing 
norms and encourage inquiry, the government is 
facilitating a conformist society that would be defined by 

stagnation and orthodoxy rather than reform and 
development.  

Shashi Tharoor, former UN Under-Secretary General, 
described pluralism as the epitome of  the idea of  India, 
“a choice made inevitable by India’s geography and 
reaffirmed by its history”.7 Any hegemonic attempt to 
equate the Indian identity with Hindutva is doomed for 
failure, as the national fabric comprises of  both the 
skullcap and the turban; it embraces temple chants and 
church bells in equal measure. Hence, it is imperative that 
the Indian leadership takes affirmative action to preserve 
its diverse society and uphold the ideals enshrined in the 
Indian Constitution.  

PEARL PANDYA is a a third year Law L.L.B. with 
American Legal Studies student at King’s College London, 
currently on her year abroad at Cornell University. 
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The Nobel Prize in Tunisia - An Example of  Initiative   
By Charlotte Baker

Bahrain is at an impasse; it has been crippled by unrest and 
coercion since initial clashes between protesters and King 
al-Khalifa’s government at Manama’s Pearl Roundabout in 
2011. Since Saleh’s ousting, Yemen is torn between Iran-
backed Houthi rebels, forces loyal to the old government, 
reformists and Al-Qaeda. Egypt has deposed two 
presidents since the start of  the Arab Spring: first Hosni 
Mubarak, then the Muslim Brotherhood’s Morsi, before 
coming under General al-Sisi’s often repessive military 
leadership. Plans to introduce a stable government after the 
overthrow of  Muammar Gaddafi in Libya have been 
replaced by fighting between 10 main groups – some pro-
government, some Islamist, some anti-government, some 
anti-Islamist. Assad still clings to power as Syria is torn by 
civil war and the creeping influence of  IS.   

Meanwhile, Tunisia has received the Nobel Peace Prize. 
The 2011 Jasmine Revolution, sparked by the self-
immolation of  a street vendor, culminated in the fleeing of  
dictator Ben Ali. The country is now classed as politically 
‘Free’ by Freedom House; how did the Arab Spring’s 
country of  origin avoid the fate of  its neighbours?  

The National Dialogue Quartet – comprised of  the 
Tunisian General Labour Union, the Confederation of  
Industry, Trade and Handicrafts, the Human Rights League 
and the Order of  Lawyers – received the prize for its 
‘decisive contribution to the building of  a pluralistic 
democracy in Tunisia’ since the Jasmine Revolution. In 
2013, the country was losing faith in the new political 
climate. Since the 2011 Constituent Assembly election, in 
which the Islamic Ennahada party won a plurality, political 
change had ground to a standstill. The deadline for writing 
the new constitution had passed, and the assassination of  
two secular leftist politicians, Chokri Belaid and Mohamed 
Brahimi, were being blamed on the Ennahada. Ennahada 
were often considered to be complicit in, or at least overly 
tolerant of, clashes between Islamist and secular sections of  
society. After widespread protests, the secular National 
Salvation Front was formed and called for the government 
to resign; so many opposition members withdrew from the 
Assembly that it could no longer function.  

Without collaboration, the political divisions could have 
created a chasm fit for civil war, with democracy 
abandoned altogether. Realising this, the Quartet drew up a 
roadmap for negotiations between the fractured political 
parties. 21 parties agreed to replace the current government 
with an ‘independent, technocratic’ body, to choose fixed 
dates for parliamentary and presidential elections, to 
preserve the national identity in the new constitution, and 
to negotiate the necessary steps for the transition to a 
democratic government. Since then, a new constitution has 
been ratified, with peaceful parliamentary elections 
resulting in a win by secularist Nidaa Tounes, and 
presidential elections placing Beji Caid Essebi in office. The 
Quartet now exists as the National Council of  Social 
Dialogue, bringing together the government, the labour 
force, and the private sector. 

The Nobel Prize rightly makes an example of  the Quartet’s 
initiatives. Firstly, their emphasis on dialogue demonstrates 
its benefits for a split society. While dialogue is no longer 
an option for many of  Tunisia’s neighbours, there was a 
point when it could have prevented the political gridlock 
and war we see in Syria, particularly if  UN mandates had 
been upheld. Secondly, the efficiency of  the transition, 
including keeping to deadlines and clear terms for 
participation, highlight the importance of  trust in 
institutions. So often, radicalism is offered by Islamist 
groups as an alternative to collapsed government 
structures, particularly to the young and passionate. 
Tunisians now have the option to contribute to political 
dialogue, while IS’ efficiency and purpose begin to appeal 
to disaffected citizens in other countries. Thirdly, the 
participation of  all sectors of  society include the interests 
of  the country as a whole, diverting attention away from 
the most prominent divides and towards collective action. 
In this respect, we can draw a contrast with Egypt; while al-
Sisi’s coup suggests an ‘either-or’ conception of  the 
Islamic-secular divide, Ennahada’s Prime Minister Ali 
Larayedh stepped down in 2014. By joining the dialogue 
process in this way, the party accepted a position of  
democratic defeat and accountability. If  other interim 
governments had done the same, democratic re-election 
might have allowed for stability. 

The Norwegian Nobel Committee commends the progress 
that has been made, but it is also intended as a safeguard. 
There are evidently a number of  issues in Tunisia today 
that compromise a complete transition. The first is youth 
unemployment, which currently stands at 40 percent. Five 
years after the self-immolation of  Mohamed Bouazizi, 
another street vendor has died in the same act of  protest, 
suggesting little has changed. While it scores highly on 
political rights indicators, it does less well with civil 
liberties. For instance, although Tunisia’s new constitution 
guarantees freedom of  expression, the trail of  blogger 

“The 2011 Jasmine Revolution, sparked 
by the self-immolation of  a street vendor, 
culminated in the fleeing of  dictator Ben 
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Yassine Avari in 2014 for ‘defaming the army’ suggests 
there is progress to be made. Although a ‘Good 
Governance and Anti-Corruption Commission’ was 
established, it has seen few convictions despite hundreds 
of  trials; citizens list politicians and police as the most 
corrupt groups in society. Despite explicit constitutional 
prohibition of  all discrimination, LGBT people are 
discriminated in law and society.  

However, political participation suggests that Tunisians are 
embracing democracy. Turnout in the parliamentary 

elections was a high 67 percent, and tens of  thousands of  
civil society organisations have been established since 2014. 
It could be argued that, as harbinger of  the Arab Spring, 
Tunisia has always been the most likely to achieve 
democratic success. The Norwegian Committee are right to 
safeguard this faith, but it is crucial that Tunisia reinforce it 
with stability, transparency and growth. 

CHARLOTTE BAKER is a first year Philosophy, Politics and 
Economics student. 

African Canaries - Interactions between Spain and Africa  
By Alejandro Martin Rodriguez 

In the latest report published by the United Nations 
Population Fund (UNFPA), called “The Power of  1.8 
Billion”, the UN indicated that the greatest number of  
young people are located in African countries. They 
identified this data as an indicator of  potential economic 
and social development because, “with a larger working 
population and fewer dependents, a country has a one-time 
opportunity for rapid economic growth and stability”1. 
This is one of  the many factors that is arousing a different 
type of  interest in Africa, recognizing its role as a key actor 
in the future of  global economy, politics, and also as a 
cultural influence. Kwame Nkrumah, who led Ghana to 
independence from the British Empire in 1957 and was a 
founding member of  the Organization of  African Unity 
(later replaced by the current African Union), once said it: 
“We face neither East nor West; we face forward”2. 
Although Nkrumah passed away more than 40 years ago, 
his words accurately represent the current African drive 
towards economic independence and auto-determination, 
supported by a growing sense of  Pan-Africanism of  which 
the first President of  Ghana was a strong advocate. 
However, noting that Africa is designing its own path 
towards sustainable growth and development, other 
developed countries should not sit still and watch this huge 
continent grow. Indeed, major powers such as China are 
not waiting for African countries to increase their influence 
in the international arena without making sure that they are 
part of  the equation. And, if  a country so far away from 
Africa is placing so much emphasis on it, shouldn’t Europe 
follow the Chinese example and be more involved in 
helping Africa achieve its goal? As much as Africa wants to 
and will design the path it wants to follow, European 
nations should not ignore this phenomenon and must 
realize that there is an opportunity for them to ‘fix’ their 
unfortunate historical relations with the southern 
continent, characterized by the evils of  colonialism. 

The truth is, Europe has long been involved in many issues 
regarding the neighboring continent. When one thinks of  
European states continuously interacting with Africa it is 
easy to picture France and Belgium’s strong influence in 
countries such as Rwanda or the Democratic Republic of  

the Congo, Italy’s historical presence in Libya, or Portugal’s 
in Angola or Mozambique. These are countries whose 
colonial links to Africa are very well known among the 
European population, and which one would potentially 
think about when trying to understand the role that the 
Old Continent can play in Africa’s future. However, one 
country that is not often mentioned in this context and that 
seems to be placing much more importance on its foreign 
relations with Africa is Spain. Once a big colonial power, 
the Spanish Empire was mostly located in the Americas 
and the Philippines. Nevertheless, Spain managed to 
maintain the African colonies under its control until the 
death of  the dictator Franco, and it also represents the only 
European nation to still hold enclaves in the North of  
Africa. Spanish flags can be found in enclaves such as 
Ceuta and Melilla, situated on the northern coast of  Africa 
and sharing borders with Morocco, as well as in the Canary 
Islands, all of  which are fully integrated into the Spanish 
geopolitical administration. Prior to 1975, Spain also 
controlled larger territories in the North of  Morocco, in 
the Spanish Guinea (current Equatorial Guinea) and in the 
Spanish Sahara (currently part of  Morocco). While Ceuta 
and Melilla are embedded in conflicts regarding illegal 
immigration (they are Africa’s only two land borders with 
Europe, and are separated from the rest of  the continent 
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by huge fences)3, the Canaries have stablished themselves 
as the point of  focus of  Spanish relations with Africa.  

Ever since the end of  the Spanish conquest of  the islands, 
the Canaries have represented a region of  perfect 
interaction between the Old Continent, Latin America and 
neighboring Africa. This interaction is perceived in its 
language (the Canarian dialect), its culture, and even its 
migrational trends (with people moving from Africa to the 
Canaries, from the Canaries to Latin America or, more 
recently, from Europe to the Atlantic islands). However, 
this tricontinental dimension had never been reflected in 
the economic and political activity of  the Canaries, and 
could only be perceived in social and cultural contexts. 
That is the reason why, in 2006 and as part of  a national 
program designed to enhance Spanish activity in the 
African continent, the Spanish Ministry of  Foreign Affairs 
and Cooperation inaugurated in Las Palmas of  Gran 
Canaria what was called “Casa África”4 (meaning African 
House), an entity whose aim is to promote public and 
economic diplomacy between the Iberian nation and the 
third biggest continent in the world. It is a political, 
economic, and logistical platform aimed at Africa that both 
the Spanish and the Canarian governments expect to utilize 
in order to improve the collaboration between public and 
private actors of  both sides of  the Atlantic5. Since its 
opening, this unique institution in the whole European 
Union has held many important figures of  Spanish and 
African politics, including the former Spanish King, and 
presidents of  various African states such as Abdoulaye 
Wade of  Senegal.  

The Canary Islands’ position as a significant area of  
interaction between Africa and Spain, could also be 
perceived on many other occasions. More recently, in 2014, 
the United Nations, in collaboration with the Spanish 

Government, inaugurated a logistical centre on the islands, 
as part of  the United Nations Humanitarian Response 
Depot (UNHRD)6. This centre is part of  a node of  global 
aid which can assist any humanitarian crisis around the 
world, with the Canarian entity focusing on North West 
Africa 7. Situated in the historical Puerto de la Luz, it is one 
of  the many centres that the UN has around the world, in 
countries such as Panama or Malaysia. The new centre in 
Las Palmas makes Spain the only European state, with Italy, 
to host one of  these depots, reinforcing the role that Spain 
and especially the Canaries play in Africa.  

All these events represent a new trend of  rapprochement 
between Europe and the African continent, which currently 
has Spain as its main actor. Acknowledging that this state 
still has a long way to go if  it wants to compete with China 
as an external actor present in Africa, it nevertheless seems 
even less likely for other European states that are falling 
behind in what could be the most intelligent long-term 
project for an increasingly decadent continent. It may be 
time for Europe to realize that the world’s economic and 
political future is one that includes the 52 countries that 
form Africa, and for it to start thinking about the role that 
it wants to play in the development of  these countries. 
They can ignore this situation and continue to represent 
the ghost of  the demonized colonial past that characterized 
most of  its activities towards the African continent 
throughout the 19th and 20th century or, alternatively, 
battle China to become a fairer and more respectful 
assistant in the African road towards sustainable 
development. 

ALEJANDRO MARTIN RODRIGUEZ is a 2nd year 
International Politics BA student.  
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Al-Shabaab’s transformation in the face of  growing ISIS competition 
By Anne Lescure

Al-Shabaab’s recent bomb attack on a commercial flight 
leaving from Mogadishu, Somalia, to Djibouti City, has 
raised important questions about the resilience of  a jihadist 
group that most believed had fallen on hard times since 
2011. Indeed, as the self-proclaimed Islamic State imposes 
a reign of  terror in Iraq and Syria, and grabs the world’s 
attention in the process, some worrying developments are 
taking place in the Horn of  Africa. It seems al-Shabaab, al-
Qaeda’s offshoot in East Africa, has been redoubling its 
efforts to remain focused on its agenda as the 
organization’s leadership feels ISIS is gradually stealing the 
limelight. Boko Haram’s recent declaration of  allegiance to 
ISIS, and the growing defection of  al-Shabaab’s foreign 
fighters in support of  global jihad in the Levant, begs a 
critically important question: will al-Shabaab raise the 
stakes of  terror in views of  a regional competition?  
Al-Shabaab’s influence in East Africa has fluctuated 
significantly since its creation in 2006. After experiencing a 

period of  unprecedented success from 2008 to 2011, al-
Shabaab faced several setbacks from 2011 onwards. 
Although the African Union had hoped this series of  
serious hits would prove fatal for the group, or at least 
undermine their capabilities, al-Shabaab has proved to be 
surprisingly resilient. 

Following Emir Ahmed Abdi Godane’s coup in July 2011, 
al-Shabaab suffered it’s first major setback, an extensive 
loss of  territory. The group was displaced from both the 
Somali capital of  Mogadishu, and the key southern port of  
Kismayo, by the joint-forces of  AMISOM (the African 
Union Mission in Somalia) and a large Kenyan offensive. 
As a result, al-Shabaab lost two of  its lucrative markets. 
Coupled with these territorial losses, al-Shabaab 
experienced a leadership crisis as intelligence-led air strikes 
and commando operations decimated the ranks of  the 
group’s prominent ranks. Next, following a tragic 
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mishandling of  the 2011 famine, al-Shabaab’s authoritarian 
rule lost a considerable portion of  its initial base of  
popular support. Finally and most importantly, al-Shabaab 
suffered from deep internal division beginning in 2011. Its 
merger with al-Qaeda in February 2012 was particularly 
responsible for growing internal criticism. Ibrahim al-
Afghani, one of  al-Shabaab’s co-founders, openly criticized 
Emir Godane’s leadership, and reported to al-Qaeda’s 
leadership that the “Somali jihad risked failure.” As a result, 
extensive political purges within al-Shabaab took place, and 
Al-Afghani himself  was killed in June 2013.  

However, in the face of  such operational and leadership 
issues, the group has shown an uncanny capability to 
rebound. Despite having to lead a deadly asymmetric 
campaign, Godane was able to re-align the group’s 
leadership dynamic, and further consolidate its 
transnational operative capacities.  

Al-Shabaab’s transnational activity has especially been 
consolidated in Kenya, a particularly fertile ground for 
radical Islam. The 2013 Westgate Mall attack in Nairobi, 
and the 2015 Garissa University College siege were both 
alarming signs of  a reassessment of  al-Shabaab’s militancy. 
As explained by Professor Hussein Solomon from the 
University of  Free State in South Africa, these two deadly 
attacks—which killed 215 and injured 242—highlighted 
“al-Shabaab’s constant adapting capability, and its ability to 
adopt new tactics in light of  the superior conventional 
forces of  AMISOM.”1  

Today, al-Shabaab seems as adaptable as ever; the group’s 
recent actions have displayed the sophistication and 
considerable nuance of  its operations. Al-Shabaab’s recent 
adoption of  new bombing tactics in the Mogadishu 
airplane incident is an example. As Dr Alexander 
Meleagrou-Hitchens, lecturer in the War Studies 
Department of  King’s College, explains: “while the group 
has engaged in other forms of  terrorism in the past, this 
bombings of  a civilian aircraft is a tactic that al-Shabaab 
has previously eschewed.”2 Even if  the bombing operation 
failed, killing only the bomber himself, this new level of  
sophistication marks a clear advancement of  al-Shabaab’s 
jihadist operational capability, and suggests the possibility 
of  a power play in the region.  

Since Godane was killed in August 2014 in a US-led air 
strike, al-Shabaab is said to have become a shadow of  its 
former self. Authority crises seem to be prevalent within 
the organization. In March 2015, Adnaan Garar was killed 
in Diinsoor in southern Somalia. He was responsible for 
planning all of  Al Shabaab’s external operations; and his 
death greatly undermined both command and control of  
the group. Moreover, Godane’s successor Ahmad Umar has 
failed to establish as high a profile as Godane. Many 
reports indicate Umar is having a hard time acquiring the 
support of  al-Qaeda’s high ranks. As summed up by the 
aforementioned Dr Solomon, “the reality is that the 22,000 
African Mission in Somalia (AMISOM) forces together 
with the Somali armed forces, various clan militias and US 

drone attacks have al-Shabaab on the back foot.”3 ISIS is 
taking advantage of  this vulnerability.  

Indeed, in recent months, a showdown between ISIS and 
al-Shabaab over the Horn of  Africa has begun taking place. 
Last October, al-Shabaab’s commander Abdiqadir Mumin 
and twenty of  his fighters in the Puntland region of  
Somalia released an audio recording announcing their 
defection to the Islamic State: “We, the mujahideen of  Somalia, 
declare allegiance to the caliph Ibrahim ibn Awad ibn Ibrahim al-
Awad al-Qurashi.” Even though this defection only 
represents a handful of  al-Shabaab fighters, this 
announcement is highly significant in that it indicates 
important divisions amongst jihadists in Somalia. 
Additionally, this action provides some insight into ISIS’s 
constantly evolving strategy and tactics in the African 
theatre.  

Given these circumstances, a younger generation of  al-
Shabaab fighters believe that the faltering group could 
strategically re-align itself  with the Islamic State, and—in 
the words of  Dr Solomon—“profit from ISIS’s war chest 
and large resources.”4  ISIS has been looking to establish a 
wilayat, or province, in East Africa for some time, and there 
has been an increased ISIS support amongst middle-class 
youth across the region. Indeed, some al-Shabaab fighters, 
such as Taymullah al-Somali, a Somali-born Dutch national, 
have been releasing videos online encouraging their African 
countrymen to embrace the “true Islamic state” and join 
the global jihadist cause. Overall ISIS’s global jihad 
franchise, with seventeen regional affiliates across Asia, the 
Middle East and Africa has proved to be increasingly 
appealing to the East African audience. This is especially 
true in Kenya where influential preachers such as Sheykh 
Hussein Hassan, a former al-Shabaab ideologue, have 
begun calling upon jihadists to look beyond al-Shabaab’s 
“little emirate.”  

Despite this growing momentum, al-Shabaab’s leadership is 
fighting back. The organization’s internal security organ, 
the Amniyat, is now hunting down ISIS dissenters in a 
series of  ambushes and attacks. Moreover, it is necessary to 
remember al-Qaeda’s deep ties in East Africa, which date 
back to the early 2000s. This loyalty to al-Qaeda contributes 
to explaining why ISIS has thus far failed to convince al-
Shabaab to switch allegiances. 

The recent airplane bombing certainly forces a 
reassessment of  jihadist insurgency in the Horn of  Africa. 
Although al-Shabaab has been on its back foot since 2011, 
it still represents a tangible transnational threat and a force 
to be reckoned with. As Dr Meleagrou-Hitchens has 
recently stated: “It may be premature to claim that we are 
witnessing a resurgence from al-Shabaab, but recent high-
profile developments should serve as a reminder that […] 
al-Qaeda and its affiliates continue to pose a threat for the 
foreseeable future.”5 

ANNE LESCURE is a 3rd Year International Relations BA 
student. 
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Economic Diversification in the GCC: Oil still drives Local 
Economies 
by Dr Steffen Hertog 

Introduction 
Ever since the first oil boom in the 1970s, diversification 
has been the mantra of  economic policy-makers in the 
Gulf  oil monarchies. Yet the concept remains ill-defined 
and the constraints that various types of  diversification face 
in the GCC’s state-driven economies remain poorly 
understood. 
  
During the post-2003 oil boom, GCC governments have 
engineered large-scale investment into new manufacturing 
and service sectors. Yet much of  this activity remains 
indirectly oil-dependent, as it relies on state spending that is 
mostly financed from hydrocarbons rents. With the new oil 
price environment after 2014, pressures have again 
increased to develop economic activities that do not depend 
on state expenditure, provide more employment for 
nationals, and can provide a non-oil basis for government 
revenue. 
  
With the partial exception of  Dubai, more of  such 
sustainable diversification is likely to proceed at a slow pace, 
however, as incentives for entrepreneurship remain weak 
and skewed in favour of  protected and state-dependent 
activities. While the new environment of  plateauing state 
expenditure is likely to lead to more exits of  badly run 
companies and gains in efficiency among the better ones, 
large-scale business-driven innovation to develop new 
sectors and production models remains unlikely. Large 
GCC business families have an easy “exit” option in the 
shape of  relocating their capital abroad and are unlikely to 
step up their investments into stagnating local markets, not 
to speak of  moving into new and untested sectors. 
  
What is diversification? 
Diversification is seldom defined clearly in the GCC policy 
debate, but the discussion generally involves two basic 
dimensions: diversification of  production away from 
hydrocarbons and state sector, and diversification of  
revenue away from hydrocarbons rents. While GCC states 
have successfully used their hydrocarbons rents to build 
infrastructure and provide comprehensive public services to 
their citizenry, they have for the most part not managed to 
leverage their rents to propel sustainable diversification 
along these two axes. This is mostly due to the GCC’s 
established distributional model, which keeps local systems 
politically stable but incentivizes “safe”, state-dependent 
business activities, and has been based on one-way resource 
flows from government to business and society. 
  
Diversification of  production 
Private business as well as state-owned companies have 
become much more sophisticated in technical and 
managerial terms since the 1970s oil boom. Yet much of  

the economic activity undertaken across the region amounts 
to more sophisticated “rent recycling”; even most private 
businesses depend on demand that is generated by the state. 
  
Diversification of  production, can be sub-divided into 
macro-sectoral divers if icat ion and sub-sectoral 
diversification. 
  
Macro-sectoral diversification 
Macro-sectoral diversification in the most basic sense 
means a reduction in the share of  the hydrocarbons sector 
in the national economy. The GCC has seen some of  this 
since the 1970s oil boom, but as figure 1 shows, with the 
new post-2003 boom the share of  hydrocarbons in GDP 
(measured in current prices) has again increased 
substantially.  
This is not to say that private business has not developed in 
the GCC in the course of  four decades of  rent recycling. 
The private sector share of  GDPs in the region have grown 
considerably since the 1970s. In some cases, private 
businesses have become major exporters of  goods and 
services into the wider Middle East. 
Yet, most of  the demand that private business caters to 

remains state-generated and a disproportionate share of  
private household demand is generated through state 
employment and transfers. In the Saudi case, government 
wages account for between 10 and 15 percent of  GDP, 
while the share of  private sector wages lies below 8 percent, 
of  which Saudis only constitute about half  (earnings of  
expatriates are often remitted abroad and hence contribute 
less to local demand). In advanced economies, by contrast, 
the share of  private wages in GDP typically amounts to 40 
to 50 percent. 
Macro-sectoral diversification in the GCC has proceeded 
only gradually; directly or indirectly, the region’s economies 
remain strongly dependent on the hydrocarbons sector. 
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Sub-sectoral diversification 
A more f ine-g ra ined way of  measur ing 
diversification of  production is to focus on sub-
sectors of  the economy, measuring the emergence 
and growth of  new areas that are less dependent on 
hydrocarbons and state spending. The broad picture 
across the region is that construction and real estate 
– which tend to be strongly driven by state 
spending and oil booms – have declined in relative 
importance since the 1970s, while manufacturing 
has picked up, starting from almost nothing in the 
early 1970s to reach up to 20 of  non-oil GDP. The 
shares of  other sectors like retail or finance have by 
and large fluctuated less. 
  
Private companies have driven sub-sectoral 
diversification in consumer services like finance, 
retail, or tourism, where provision has become more 
sophisticated and in a few cases globally competitive. With 
the exception of  Dubai, these however tend to depend on 
(typically state-induced) local household demand. 
Important sub-sectors of  the private economy like cement 
production, contracting and real estate also are oligopolistic 
in structure, reducing innovation. 
  
Diversification in more capital-intensive fields like heavy 
industry, aviation, or international logistics has often been 
state-driven. State-driven experiments in international 
aviation and logistics have so far proven viable only in the 
case of  Dubai. 
  
Some economists expect that the potentially harsher 
economic environment in the wake of  lower oil prices will 
push GCC economies towards more sustainable 
diversification. During the last period of  austerity in the 
region during the 1990s, companies that survived did 
indeed often manage to improve their efficiency levels. 
Overall levels of  product innovation, however, remained 
limited. At the same time, governments had fewer 
resources to provide incentives and infrastructure for newly 
emerging sectors, or to invest into new state ventures – a 
pattern likely to repeat itself  if  oil prices stay low. 
  
Diversification of  government revenue 
The second basic dimension of  diversification in the GCC 
is revenue diversification, which is essential for the viability 
of  local governments in times of  low oil prices and, in the 
long run, in the post-hydrocarbons era. The region has 
made no significant advances in this type of  diversification. 
Figure 2 shows stagnant shares of  non-oil revenue in non-
oil GDP since the 2000-2011 period. In all cases, 
hydrocarbons revenues continue to constitute the bulk of  
state income. 

Much of  the non-oil revenue in the cases with higher 
shares are investment returns from overseas assets rather 
than local taxes. 
  
As the post-2003 oil boom provided ample fiscal surpluses, 
GCC governments have made no concrete progress in 

diversifying local tax revenues. A GCC-wide value added 
tax has been debated for many years but its 
implementation, while more likely in the new oil price 
environment, will not happen before 2018. GCC regimes 
have been very careful to shield their national populations 
from the impact of  lower revenues and are wary of  political 
demands that new taxes could create 
  
More drastic steps like personal income taxes appear quite 
unlikely in the foreseeable future. VAT and other taxes on 
private businesses are more probable, but their net revenue 
potential is limited: The size of  local private sectors relative 
to the spending needs of  GCC governments is modest and 
VAT is estimated to yield a tax take of  less than 2 percent 
of  GDP. Moreover, businesses would be able to pass on at 
least some of  the costs of  new taxes to government in the 
shape of  higher prices for the goods and services provided 
to the state. At a time when economic growth is slowing 
across the region, the imposition of  new taxes would also 
have to be undertaken very gradually. 
  
The GCC countries remain structurally dependent on rent 
recycling, both economically and politically. State 
dependence of  the private sector and households means 
that there is no autonomous private economy that could 
yield substantial tax revenue. At the same time, the resource 
needs of  the GCC distributional model are uniquely high 
and could not be covered even by a mature private sector. 
So even if  Gulf  business should truly diversify and political 
resistances against large-scale taxation be overcome – two 
big ifs – the GCC distributional state would have to 
become less generous over time. Given how much worse 
life is in most neighbouring countries, GCC citizens might 
put up with this – but it’s quite possible that they will ask 
for more of  a say in politics in return. 
  
Dr STEFFEN HERTOG is Associate Professor in 
Comparative Politics in the Department of  Government at the LSE 
and was previously Kuwait Professor at Sciences Po Paris. 

Figure 1 Source: calculated from UNSTATS data 
Figure 2 Source: IMF 

Page 41 of  51



Dialogue by KCL Politics Society  —————————————————-—

Dialogue | Middle East 

You may have heard the statistic that most people in 
Europe are taken aback by. Along the shore of  the 
Mediterranean is a country where one out of  four people is 
a Syrian refugee. Lebanon has been experiencing, since 
2011, the biggest refugee ratio in the world. Today, there is 
little prospect of  safe return to Syria in the near future, a 
deepening political crisis inside Lebanon, and a blowback 
against the refugees for representing what is resented as a 
security and economic burden. Consequently, the refugees’ 
protection and assistance in Lebanon seem on the verge of  
falling, like dominos, to the escalation of  war in Syria. How 
did Lebanon free wheel to this? With insights from Dr 
Reinoud Leenders, former analyst for the International 
Crisis Group in Beirut and Reader at KCL, this article 
unpacks the politics and prospects behind the statistic. 
  
A souring welcome 
When the first Syrian refugees arrived in the north of  
Lebanon in the spring of  2011, they were met primarily 
with the generosity of  local communities. Many were 
welcomed by host families and assisted by informal, 
religious, and gradually, international networks of  aid. 
Belittling the humanitarian effort deployed by actors across 
the Lebanese society would do little justice to the solidarity 
displayed by many of  the Syrians’ Levantine brothers. They 
received from the Lebanese state, which is a non-party to 
the Convention on Refugees, some protection (non-
refoulement) and practical help, such as residency permits, 
guaranteeing them twelve months in Lebanon.[1] But as the 
displaced grew from 5,000 in 2011 to 25,000 in 2012, 
rocketing at 575,000 in 2013,[2] attitudes started to change. 
Soon the issue was politicized by Lebanese factions and 
their mirroring political stakeholders. 
  
Caught in a political face-off  
Lebanon’s political system and 
national constitution reflect the 
sectarian patchwork of  its 
population. It is intricate, heated, 
and often porous to neighbouring 
d i s sens ions. T he po l i t i c a l 
confrontation between the March 
8th Movement, part-Sunni and 
anti-Assad, and the March 14th 
Movement, part-Shi’a and pro-
Assad, boded ill for refugees 
before they even set foot in 
Lebanon. Disagreements over the 
n e x t a d e q u a t e P r e s i d e n t 
constituted from 2011 onwards a 
political gridlock through which 
decis ions, humanitar ian or 
otherwise, prove hard to pass. Yet 
beyond the cumbersomeness of  

Lebanon’s decision-making, it was unilateral action that 
dealt the first politicizing blow to the refugees. When the 
Syrian Regime was seen standing on its last leg at the end 
of  2012,[3] Hezbollah, the potent Lebanese Shi’a armed 
group and political actor, broke the cross-factional 
neutrality agreement to lend a helping military hand to 
Assad, acknowledging its move in the spring of  2013. From 
then on, in the eyes of  many Lebanese, the Syrian Refugee 
crisis had become a security issue. In 2013, one in three 
Lebanese said they feared that full-on armed conflict would 
inevitably return to Lebanon.[4] 

The framing of  the refugee question as a catalyst for the 
radicalization of  Lebanese sectarian and factional 
dissensions is far from being the only dimension of  their 
securitization by the media, politicians and popular 
apprehension.  Increasingly, the influx stirred memories of  
the Palestinian refugees’ arrival, the growth of  their political 
and paramilitary power in Lebanon, and their perceived 
implication in causing the long and scarring Lebanese Civil 
War. At the core of  Lebanon’s loss of  control over the 
Palestinian refugees were the refugee camps, which were at 
some point ruled by the Palestinian Liberation 
Org an iza t ion . Wi thout much of  a pragmat i c 
contextualization of  the Syrian and Palestinian refugees 
(the fact, for example, that there is no Syrian equivalent to 
the PLO),[5] the popular comparison brought what Dr 
Leenders qualifies as “a general conviction that Lebanon 
cannot afford running that risk again”. Lastly, refugees have 
undergone in Lebanon the same securitization as in the 
West, centred on the fear that ISIS or Jabhat al Nusra’s 
Jihadist-Salafis are hiding among them. Again, these fears 
have been factually unfounded: there is no evidence that 
the suicide attacks in Tripoli and Beirut in 2015 were linked 

Political Face-Off, Unspoken Convergence and the Fate of  the Syrian 
Refugees in Lebanon 
by Aurelie Buytaert 
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to any refugee, or that there are refugee recruits.[6] While 
the tenets of  refugees’ securitization are at best unsound, 
the media and the political class alike have abused the angle. 
Why has the political class engaged unanimously in such a 
disproportionate assessment of  the refugees as a security 
threat? 
  
Crushed by an ‘unspoken convergence’ 
“Primarily, and paradoxically perhaps, even though they 
seem to disagree on everything else, from the Presidency, 
up to elections, up to the Syrian conflict, I think there has 
been an unspoken convergence of  agenda with regards to 
refugees,” says Dr Leenders. This is not due to security 
worries, but is simply rooted in the political economy of  
the refugees’ influx. There have been Lebanese winners and 
losers in the refugee crisis. But while the winners have 
benefited from the ‘cash cow’[7] effect of  international aid, 
the losers have outnumbered them, and questions of  
economic sustainability and lack of  finances to find 
solutions have put the Lebanese political class as a whole 
on a convergence track towards the rejection of  refugees. 
By 2013, some 170,000 Lebanese had fallen in poverty due 
to the Syrian crisis,[8] and 82 percent of  the Lebanese were 
affirming that the refugees were taking their jobs.[9] Of  
course, given the refugees’ precarious situation (they are on 
average 110 percent poorer than they were in Syria),[10] 
they are willing to accept such lower wages.  Under 
pressure, agreements between factions of  the government 
were reached, such as the General Security Directorate’s 
announcement in December 2014 that all Syrian arrivals 
needed to carry valid passports, possess minimum amounts 
of  cash, and show proof  of  a hotel booking.[11] The 
government started evicting refugees by the thousands 
from illegal settlements. To force refugees to leave the 
country, the government decided that from January 2015 
onwards, they would have to pay an annual resident-permit 
renewal fee of  US $200 – an exorbitant price for many.[12] 
  

The international community: the crisis’ absentee 
 The UNHCR has been attending to the needs of  Syrian 
refugees since 2011, but its assistance has suffered from 
several strains. The first, applied by the Lebanese 
government, has resulted in the UNHCR having to stop 
registering refugees in 2015. Signatories to the Refugee 
Convention have avoided putting serious pressure on 
Lebanon to respect the spirit of  refugee assistance due to 
security priorities[13] and lack of  exemplarity for some. 
The second pressure, linked to the shifting of  European 
resources to the Refugee Crisis at home, has been financial. 
In 2015, while having downgraded its assistance to the 
poorest and most vulnerable, the Agency was missing an 
incapacitating 40 percent of  its funding requirement.[14] 
Beyond EU donors, Gulf  Countries have been reluctant to 
take part, given Hezbollah’s involvement in the governance 
of  Lebanon. 
  
According to Dr Leenders, “refugees will have to get out of  
Syria, the problem is, where to?’” Lebanon today is not 
viable to stay in, and is virtually locked down. Jordan is 
even stricter than Lebanon on refugees, and their prospects 
in camps are grim, in the middle of  deserts. From their 
Syrian homes, or from their Lebanese tents (and via Syria), 
refugees will try to go to Turkey, and even take the 
hazardous route to Europe. “One out of  four people in 
Lebanon is a Syrian refugee” is not an exotic statistic. It is a 
pressing humanitarian issue for all and a wake-up call for a 
sounder European policy. Because ultimately, as underlined 
by Dr Leenders, “for Europe, the only logical options that 
remain are either to let them through, and/or to step up 
financially to Turkey, and to Lebanon, and to Jordan to 
receive refugees. That is the dilemma in which we are in”. 
  
AURELIE BUYTAERT is a final year BA International 
Relations undergraduate at King’s College London. 

Image source: AP 

Human Rights Activism in Divided Societies: The Case of  Israel 
by Melanie Thienard 

‘They live here with us, and are implants’. ‘While we fight 
terror, they fight us’.[1] 

A video released by the group Im Tirtzu -which describes 
itself  as ‘an extra-parliamentary movement that works to 
strengthen and advance the values of  Zionism in Israel’ and 
seeks to ‘build(ing) the Zionist Dream’- has sparked outrage 
in the Israeli human rights community. In the four-minute 
long clip, the self-proclaimed politically centrist group 
shows photographs of  well-known Israeli human rights 
activists and accuses them of  being ‘foreign agents’ and of  
protecting Palestinian terrorists in court.[2] 

This incident however is not a marginal one. Over the past 
few years, human rights groups in Israel have been the 
targets of  the repeated assaults of  the Israeli government 

and certain fringes of  the Israeli population. The official 
backlash received by the veteran NGO Breaking the Silence 
– when governmental agents attempted to interfere with the 
group’s foreign funding after it published a damming report 

“Over the past few years, human 
rights groups in Israel have been 

the targets of  the repeated assaults 
of  the Israeli government and 
certain fringes of  the Israeli 

population.
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accusing the IDF of  war crimes during 
the 2008-2009 Operation Cast Lead in 
Gaza – perfectly exemplifies the growing 
government-sponsored attacks on Israeli 
human rights groups.[3] 
The most recent assault – and probably 
the most concerning – on Israeli NGOs 
is a proposed bill endorsed in the video 
published by Im Tirtzu. Following the 
line of  attack which has been witnessed 
for years in Israel, the bill threatens to 
label NGOs receiving funds from 
European countries as ‘foreign plants’ 
and if  passed, it would impose strict 
regulations on the groups and potentially 
lead to their dissolution. The man behind 
the bill, Israeli MP Yoav Kish, argues that 
foreign-funded NGOs go against Israeli 
democracy and are akin to ‘colonialism’.[4] In December 
2015, Israeli Justice Minister Ayelet Shaked had introduced a 
similar ‘transparency’ bill, which would require human rights 
NGO workers to wear identifying badges when holding 
meetings with the Israeli government, and would force 
groups ‘funded by foreign entities’ to mention this status in 
any correspondence or public appearances. Whilst it has 
been widely criticised abroad, including in the United States 
where the Washington Post published an editorial on the 
subject entitled ‘A Danger to Israeli Democracy’, the bill is 
still on track to become legally binding.[5] 

Israeli Prime Minister Benjamin Netanyahu has declined to 
comment on Im Tirtzu’s video. By failing to condemn the 
threats made against prominent human rights activists, the 
Netanyahu government effectively contravenes the United 
Nations 1999 Declaration on Human Rights Defenders, of  
which Israel is a signatory party, and which obliges states to 
condemn assaults and incitement against human rights 
advocates.[6] The lack of  condemnation, according to a 
prominent Israeli human rights lawyer, is akin to complicity.
[7] 
  
One could wonder why such ‘transparency’ policies could 
be an issue. Yet looking at the situation through a post-
structuralist lens immediately leads it to take a more 
worrying turn. The process of  identity construction in Israel 
has not been understudied.[8] Drawing on post-
constructivist theory and methods of  discourse analysis, 
scholars have shown how Israeli identity has been 
constructed in opposition to threatening external ‘others’ – 
the neighbouring Arab states – and internal ones – 
Palestinians living in the Jewish State. [9] The Copenhagen 
School of  International Relations has for example 
developed a theory of  ‘securitization’ which argues that a 
‘security threat’ to the national ‘self ’ can justify the use of  
exceptional means to be countered. This opposition of  
‘self/us’ versus ‘other/them’ has been maintained for 
decades in Israel, as well as on the other sides of  its borders. 
By positing the Palestinian ‘others’ as a threat to the survival 
of  the Israeli ‘self ’, Israeli politicians have created a context 
favourable to violence against anyone defending ideas which 

differ from those of  achieving the ‘security’ of  the state at 
all costs and seem to grant credit to causes defended by the 
‘others’. By labelling human rights activists and progressive 
Israeli groups as ‘foreign implants’ and ‘threats to Israeli 
democracy’, right-wing groups and politicians are in fact 
‘other-ising’ human rights activists. 

The issues arising from the ‘other-isation’ of  Israeli human 
rights activists are threefold. First, hinting that human rights 
activists are ‘traitors’ or ‘foreign agents’ planted in Israel 
provides an ideological base which can be used to justify 
violence against them. The many videos similar to the one 
already mentioned which have surfaced in recent years on 
right-wing Israeli sites, prove the dangerousness of  a 
rhetoric which has long been tacitly accepted – if  not 
actively encouraged – by Israeli right-wing parties and more 
recently by the Netanyahu government. Second, the 
problem goes beyond sole human rights activism, which 
could be argued to be representing only a marginal fringe of  
Israeli politics. Encouraging or failing to condemn violence 
against Israeli activists who defend the rights of  
Palestinians, denounce the wrong-doings of  the IDF and 
criticise government policies is a dangerously efficient way 
to deter political dissent. In a country which brands itself  
‘the only democracy of  the region’, this trend is all the more 
worrying. Finally, this could have potentially dramatic 
consequences for the already dim prospects of  a negotiated 
settlement putting an end to the Israeli military occupation 
of  Palestinian territories. By marginalising and isolating 
human rights activists’ discourses from mainstream politics 
and delegitimising progressive groups in Israel, the Israeli 
government is in fact entrapping the country in a vicious 
circle of  violence, which only serves to strengthen 
ideologies reinforcing people’s readiness to kill and die for 
the annihilation of  the delegitimised and vilified ‘other’.  

MELANIE THIENARD is a final year BA International 
Relations Undergraduate at King’s College London.  

Image source: Still from the video “The Foreign Agents – 
Revealed”, Im Tirtzu (2015) https://www.youtube.com/
watch?v=02u_J2C-Lso 
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Geneva III: Just talk? 
by Sanjana Varghese  

Since the beginning of  the ongoing Syrian civil war, more 
than 200,000 people have died, and millions of  others have 
fled the conflict that might very well go down in history as 
one of  the bloodiest of  the recent decades.[1] When in 
2011 protesters took up arms against Assad’s corrupt 
government in what arguably seemed to be an offshoot of  
the Arab Spring, it would have been difficult to foresee the 
unfolding level of  complexity that this conflict has 
amassed, one which would explain the continued failures 
of  diplomatic processes to abate the violence.  Whereas 
extremist Islamic groups in the likes of  ISIS have taken 
advantage of  the chaos in Syria to seize large swathes of  
the country as part of  their mission to create a caliphate, 
Hezbollah has backed the Alawite Syrian government. The 
involvement of  world powers such as Russia, the USA and 
the UK, all backing different actors, has only further 
complicated the situation - and all sides in the conflict have 
been accused of  committing gross human rights violations 
by various UN bodies. It is against this backdrop that the 
2012 Geneva Communique was set up. Yet, these talks 
broke down in a matter of  hours, and the second round of  
talks in 2015 (Geneva II) ended similarly, as the main 
stakeholders remained fundamentally at odds with any signs 
of  compromise. 
  
What makes Geneva III so different from the two previous 
attempts to resolve the situation? Perhaps the difference in 
this round of  talks is that representatives of  armed rebel 
groups were invited at the negotiating table. Formed as the 
High Negotiations Committee and comprised of  groups 
such as the Free Syrian Army and various exiled politicians, 
this development carried the promise of  revitalising the 
talks by including opposition groups who had previously 
chosen not to attend. Yet for all their symbolic meaning, 
the peace talks were once again put off  until February 25th 
and the fundamental reason behind their breakdown was 
the same. Whereas the Assad government would not 
entertain the possibility of  Assad stepping down and a 
transitional government taking power and considered the 
chief  negotiator of  the opposition Mohammad Alloush 
(Army of  Islam) a terrorist - a stance backed by Russia and 
Iran -, opposition groups - largely backed by the US and its 
allies, - continued to cite government-led bombings of  
various civilian areas held by rebels as a reason why the 
peace process were doomed to fail. 
  
Despite these competing interests, an agreement laying out 
a cessation of  hostilities in order to ensure that 
humanitarian aid can be let into besieged zones was 
reached on February 27th between the Assad-led regime 
and the opposition groups, and was later endorsed by the 
UN Security Council. Considering that both the Syrian 
government and the opposition have not formally ‘signed’ 
the agreement, the truce has been negotiated between the 
USA, the UN special envoy to Syria Staffan de Mistura and 
Russia as brokers. However, it would be naive to suggest 

that these incremental changes can herald in an end to the 
Syrian conflict.  In spite of  all their differences, the one 
thing the Syrian government and the opposition groups 
seem to agree on is their common lack of  confidence in the 
ceasefire to bring about any fundamental change to the civil 
war on the ground. The agreement doesn’t specify which 
actors the fighting will be ceased between nor does it make 
any concrete plans for monitoring bodies. After it was 
announced that a ceasefire was agreed on, several of  the 
government forces intensified their bombing campaign in 
order to de-stabilise insurgent groups as much as possible 
before the ceasefire was due to come into effect. All parties, 
on every side of  the conflict, have claimed a right to 
retaliate in self-defence – even though “other” terrorist 
groups such as ISIS and the Al-Nusra Front have been 
excluded from the ceasefire. Yet, this gives leeway for both 
sides, enabling them to navigate around and circumvent the 
terms of  the agreement to continue (or purport to) their 
aims of  driving back the Al-Nusra Front and ISIL. The 
Russian military forces in particular have often been 
deployed under the guise of  weakening ISIS’s stronghold 
but have often attacked rebel groups that oppose the Assad 
government. This has already begun to happen, with the 
initial period after the cease-fire being marred by spates of  
violence that each side blames on the other.  
  
Perhaps the most fundamental consequence of  these talks 
is the unintended strengthening of  the Assad regime. While 
the current effects of  the cease-fire bode well for the future 
diplomatic process, the position of  the US State 
Department and its allies, previously bent on removing the 
Assad regime, has softened, possibly due to the lack of  
other viable alternatives. Assad’s regime is being touted as 
the only diplomatic route to a lasting peace. While the US 
may have resigned itself  to accepting the power of  Assad 
as a last ditch attempt to restore stability, it may be 
unfounded to hope for a peaceful solution while keeping 
the fundamental reason of  the initial conflict (Assad’s 
regime) in place. To naively insist that this truce will start to 
bring about peace but not make concrete steps to remove 
the 2011 protesters’ main source of  grievances is foolhardy 
at best, but it is more likely to be actively detrimental to the 
peace process. 
  
As with many of  the other attempts to bring an end to the 
bloodshed in Syria, expectations are low. In the short term, 
humanitarian aid has begun to be sent into the North and 
the West of  Syria, areas where it is desperately needed. But 
with Assad’s chokehold over Syria being consolidated and 
rising tension throughout the nation, it remains to be seen 
whether these talks will truly herald reconstruction for the 
Syrian people and an eventual end to this brutal conflict. 

SANJANA VARGHESE is a first year BA Liberal Arts 
Undergraduate at King’s College London. 
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South America  

Challenges to poverty eradication in Ecuador - By Chiara Mariotti 
1. This article is based on a case study research carried out at the Overseas Development Institute, Development Progress 

Programme. The full report ‘Sharing the Fruits of  Progress. Poverty Reduction in Ecuador’, was written in 2015 by Andrea 
Ordóñez, Emma Samman, Chiara Mariotti and Iván Marcelo Borja Borja, and can be read at: http://
www.developmentprogress.org/publication/sharing-fruits-progress-poverty-reduction-ecuador. 

2. Computed from World Bank’s Povcalnet database and from the Global Database of  Shared Prosperity. 
3. INEC (2014b). Indicadores de Pobreza y Desigualdad. Quito: INEC. 
4. INEC (2014c). Base de Datos Encuesta Condiciones de Vida 2014. Retrieved from: http://www.ecuadorencifras.gob.ec/pobreza/ 

A proposal of  structural reforms to foster industrial resilience in Latin America - By Lorena Guarnizo 
1. The structural reforms presented in this article are devised from free trade. Hence, these ideas apply to Latin American countries, 

which are immersed in those international frameworks. 
2. The Economist. The loss of  El Dorado. (2015).  Available at: http://www.economist.com/news/leaders/21656185-after-

commodity-boom-region-needs-new-formula-growth-loss-el-dorado [Accessed 27 Jun 2015] 
3. Ranawat, M., & Tiwari, R. (2009). Influence of  government policies on industry development: The case of  India's automotive 

industry. Technology and Innovation Management (University of  Hamburg) Working Paper, (57). 
4. The Economist. The loss of  El Dorado. (2015).  Available at: http://www.economist.com/news/leaders/21656185-after-

commodity-boom-region-needs-new-formula-growth-loss-el-dorado [Accessed 27 Jun 2015] 
5. UNIDO. (2007). Dept. of  Economic, & United Nations. Commission on Sustainable Development. (2007). Industrial 

Development for the 21st Century: Sustainable Development Perspectives. United Nations Publications 
6. Industrial strategy: Israel, available at: http://www.cbi.org.uk/media-centre/case studies/2012/03/industrial-strategy-israel/ 

[Accessed 02 Aug 2015]. 
7. De Backer, K., Miroudot, S., & Ragoussis, A. (2013). Manufacturing in Global Value Chains. Manufacturing Europe’s Future”, 

Bruegel Blueprint Series, 21. 
8. Low, P., and Tijaja, J., (2013), “Increasing Value from Global Value Chain Participation: What Role for Industrial Policy?” In 

Baldwin et al. (2013). 
9. Lach, S. (2000). R&D Policy in Israel: An Overview and Reassessment'. 
10. Sen, A. (1979). Equality of  What. The Tanner Lecture. For Sen (1979) poverty is not only about a lack of  income, but also about a 

lack of  capabilities. In this sense, industrial policies in developing countries must endeavour to overcome poverty through the 
capacity building in those who need to learn. 

11. According to the glossary of  the WTO, Tariff  Rate Quotas are the quantities in-quota charged with a lower duty rate. Quantities 
outside the quota are generally higher. 

12. The Export Trading Company is an organization created to control exports to one Party of  the agreement through an auction of  
the in-quota amount of  the TRQs. Profits received from these auctions are used to fund research, market promotion and export 
programs for industries in both parties until the quota is freed. 

13. Sharp, E. (1980). Towards a new understanding of  urban services and citizen participation: the co-production concept. Midwest 
Review of  Public Administration, 14, 1980 Co-production means the representation of  citizens as active agents in the creation of  
public policies not only as consumers. They must play a relevant role in improving accountability, transparency, and the delivery of  
public services because when they communicate directly with providers, it establishes a short-route accountability (Sharp, (1980)). 

14. Ramdoo, I. (2015). Industrial Policies in a Changing World: What Prospects for Low-Income Countries? E15 Initiative. Geneva: 
International Centre for Trade and Sustainable Development (ICTSD) and World Economic Forum, 2015. Available at: 
www.e15initiative.org/ [Accessed 17 Feb 2016] 

15. Barber, M. (2015). How to Run a Government: So That Citizens Benefit and Taxpayers Don't Go Crazy Paperback, Penguin 
Random House, London. Barber, M., (2015) defines “the implementation cycle” for public policies as a continued learning process 
of  6 steps: 1) Decide goals and policy. 2) Begin implementation and learn. 3) Refine policy and innovate if  necessary. 4) Continue 
implementation and learn more. 5) Refine policy and innovate if  necessary. 6) Keep learning and drive for results. Moreover, he 
refers to “irreversibility” instead of  “sustainability” to address the idea that public policies should aim to be irreversible after their 
implementation so that “they can never go back to how they were before”. 

16. Stiglitz, J. E. Esteban, J. & Yifu, J. L. (2013). The Industrial Policy Revolution I: The Role of  Government Beyond Ideology (No. 
151). Palgrave Macmillan 

17. Bar-El, R., & Felsenstein, D. (1990). Entrepreneurship and rural industrialization: Comparing urban and rural patterns of  locational 
choice in Israel. World Development, 18(2), 257-267. 

18. The Economist (Op. Cit, footnote 1).
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North America 

The problem of  geography and suitable candidacy: the Democrats’ future electoral success is in trouble - By Linton Singarayer 
1. Illing, Sean. "Nevada Makes Donald Trump Unstoppable: The Unthinkable Becomes Inevitable As He Barrels Toward GOP 

Nomination". Salon. 2016. Web. 26 Feb. 2016. 
2. Calamur, Krishnadev. "The Global Response To Donald Trump's Comments About Muslims". The Atlantic. 2015. Web. 26 Feb. 

2016. 
3. Goldmacher, Shane. "Trump Shatters The Republican Party". POLITICO. 2016. Web. 26 Feb. 2016. 
4. Zelizer, Julian. "GOP Establishment Deserves Trump, Cruz". CNN. 2016. Web. 26 Feb. 2016. 
5. Bouie, Jamelle. "Barring A Catastrophe, Hillary Clinton’S Nomination Is Inevitable Again". Slate Magazine. 2016. Web. 26 Feb. 

2016. 
6. Robinson, Eugene. "The Great Fracturing Of  The Republican Party". Washington Post. 2016. Web. 1 Mar. 2016. 
7. Sanders, Katie. Politifact.com, 2016. Web. 26 Feb. 2016. 
8. Bordelon, Brendan. "Why Democrats Buried Their Debates At Times No One Will Watch". National Review Online. 2015. Web. 

26 Feb. 2016.  
9. Branigin, William. "Obama Reflects On 'Shellacking' In Midterm Elections". Washingtonpost.com. 2016. Web. 26 Feb. 2016. 
10. Atkinson, Matthew, and Darin DeWitt. "If  Republicans Nominate A Strong Conservative, It Could Hurt Them On Election Day. A 

Lot.". Washington Post. 2016. Web. 26 Feb. 2016. 
11. Atkinson, Matthew, and Darin DeWitt. "If  Republicans Nominate A Strong Conservative, It Could Hurt Them On Election Day. A 

Lot.". Washington Post. 2016. Web. 26 Feb. 2016. 

Energy East exposes fractures in ‘New Canada’ - Cleo Paskal 
1. Canada's Economic Action Plan. "Overview." Canada's Economic Action Plan. 2015. Accessed Web. 8 Mar. 2016. 
2. The Canadian Press. "Quebec to Seek Injunction against Energy East Pipeline Project - Macleans.ca." Macleansca. Rogers Media, 

accessed 01 Mar. 2016. Web. 08 Mar. 2016. 
3. CBC Radio. "Pipeline Projects Need 'indigenous Licence', Says AFN National Chief  - Home | The House | CBC Radio." 

CBCnews. CBC/Radio Canada, 13 Feb. 2016. Accessed Web. 08 Mar. 2016. 

Why are young women “berning” their bridges with Hillary? - By Buket Buse Demirci  
1. Real Time with Bill Maher. “Real Time with Bill Maher: Gloria Steinem – February 5, 2016 (HBO).” Online video clip. YouTube. 

YouTube, 9 February 2016. Web. 6 March 2016. 
2. McCarthy, Tom. “Albright: ‘special Place in Hell’ for Women Who Don’t Support Clinton.” The Guardian. Guardian News and 

Media, 6 February 2016. Web. 7 March 2016. 
3. The Young Turks. “Bernie Sanders Starts To Take The Gloves Off.” Online video clip. YouTube. YouTube, 29 February 2016. 

Web. 6 March 2016. 
4. Cohn, Marjorie. “Occupy Hillary Clinton’s Wall Street Speeches.” The Huffington Post. TheHuffingtonPost.com, 28 February 

2016. 7 March 2016. 
5. Riddell, Kelly. “‘Enabler’ Hillary Clinton Haunted by Efforts to ‘destroy’ Husband’s Accusers.” Washington Times. The Washington 

Times, 14 January 2016. Web. 7 March 2016. 
6. Real Time with Bill Maher. “Real Time with Bill Maher: Gloria Steinem – February 5, 2016 (HBO).” Online video clip. YouTube. 

YouTube, 9 February 2016. Web. 6 March 2016. 

Asia 

Turkey’s Lonely Predicament: Provoking Russia in a Lawless Civil War - By Uygar Baspehlivan 
1. BBC, (2012). Turkey PM Erdogan issues Syrian border warning. [online] Available at http://www.bbc.co.uk/news/world-middle-

east-18584872 [Accessed 26 Feb. 2016]  
2. United Nations. Charter of  the United Nations, 24 October 1945, 1 UNTS XVI, available at: http://www.un.org/en/sections/un-

charter/chapter-vii/index.html [accessed 26 February 2016] 
3. NATO, the North Atlantic Treaty Organization., 1950. Available at: http://www.nato.int/cps/en/natolive/

official_texts_17120.htm, [accessed 26 February 2016] 
4. Middle East Monitor, (2015). Experts: Downing of  Russian jet ‘in line with International law’ [online] Available at: https://

www.middleeastmonitor.com/news/europ[e/22462-experts-downing-of-russian-jet-in-line-with-international-law [Accessed 26 Feb. 
2016].  

5. TASS Russia News Agency, (2015). Russia PM: Turkey violated international law giving grounds for reciprocal military action. 
[online] Available at: http://tass.ru/en/politics/842634 [Accessed 26 Feb. 2016] 
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A Most Powerful President: Why Afghanistan Should Decentralise Power - Alexander Hogg  
1.  (The Hollings Centre, 2009), summary paper on Afghanistan Governance 
2.  (Lieven, 2009), see background chapter of  report on the lead up to the conflict. 
3.  (Cordesman, 2009) Afghan Public opinion in the war, conducted by ABC and BBC.  
4.  (Ahmed, 2015), quote taken from the article. 
5.  (Mann, 2014), quote taken from Rand blog on ethnic politics and the opportunities it provides for Afghan politics at large.  
6.  (Forugh, 2015) 
7.  (Forugh, 2015) 
8.  (Lieven, 2009), chapter on justice reform, should be read in conjunction with Italian foreign ministry paper on justice 

reform. (Ministry, 2011) 
9.  (Lieven, 2009) 
10.  (Profile: Ashraf  Ghani, 2014), BBC Radio 4 Profile of  President Ghani 
11.  (Office of  the President, Islamic Republic of  Afghanistan, 2015) 

Towards a Saffron India - By Pearl Pandya 
1.  Nye, Joseph. “Soft Power”, Foreign Policy, No. 80 (Fall, 1990), pp. 153-171. 
2.  Faleiro, Sonia. “India’s Attack on Free Speech”, The New York Times, 2 October 2015, Retrieved 22 February 2016 from 

http://www.nytimes.com/2015/10 /04/opinion/sunday/sonia-faleiro-india-free-speech-kalburgi-pansare-dabholkar.html 
3.  “Union Minister Mahesh Sharma terms Dadri Killing as ‘Accident’”, The Hindu, 1 October 2015, Retrieved 22 February 

2016 from http://www.thehindu.com /news/national/other-states/union-minister-mahesh-sharma-terms-dadri-mob-killing-
based-on-beef-rumour-as-accident/article7711222.ece 

4.  Balwant Singh and Anr vs State of  Punjab (1995) 3 SCC 214. 
5.  “JNU Row: Insult to India won’t be tolerated, say Irani, Rajnath Singh”, Hindustan Times, 12 February 2016, Retrieved 22 

February 2016 from http://www.hindustantimes.com/india/strict-action-for-anti-india-slogans-rajnath-singh-on-jnu-
students/story-B1yAh12aNpKdmGLCe3UbHJ.html 

6.  Mehta, Pratap. “An Act of  Tyranny: ‘Modi Government Threatened Democracy; That is the most Anti-National of  All 
Acts’”, The Indian Express, 16 February 2016, Retrieved 22 February 2016 from http://indianexpress.com/ article/ 
opinion/columns/jnu-sedition-case-kanhaiya-kumar-arrest-afzal-guru-event/ 

7.  Tharoor, Shashi. “Indian Strategic Power: Soft”, Global Brief, 13 May 2009, Retrieved 22 February 2016 from http://
globalbrief.ca/blog/2009/05/13/soft-is-the-word/ 

Africa  

Africa Cananries - Internations Between Spain and Africa - By Alejandro Martin Rodriguez  
1. https://www.unfpa.org/sites/default/files/pub-pdf/EN-SWOP14-Report_FINAL-web.pdf  
2. http://www.orijinculture.com/community/ghana-face-east-west-face-nkrumahs-ideology-needed/?lang=es 
3. http://www.npr.org/sections/parallels/2015/04/16/393577925/the-fences-where-spain-and-africa-meet  
4. http://www.casafrica.es/  
5. http://www.aecid.es/ES/Paginas/Sala%20de%20Prensa/Noticias/2014/2014_07/07-07-inauguracion-pma.aspx  
6. http://www.unhrd.org/depot/las-palmas  

Al-Shabaab’s transformation in the face of  growing ISIS competition - By Anne Lescure 
1.  Solomon, Hussein. Terrorism and Counter-Terrorism in Africa. 2015 (p40) 
2.  Meleagrou-Hitchens, Alexander. « Al Qaeda’s Dangerous African Revival » The Wall Street Journal. February 17, 2016. 
3.  Solomon, Hussein. RIMA Occasional Papers, Volume 3 (2015), Number 10 (November 2015) 
4.  Ibid 
5.  Meleagrou-Hitchens, Alexander. « Al Qaeda’s Dangerous African Revival » The Wall Street Journal. February 17, 2016. 

Middle East  

Political Face-Off, Unspoken Convergence and the Fate of  the Syrian Refugees in Lebanon - By Aurelie Buytaert 
1. Giesen, P. & Leenders, R. (2015) ‘Review of  the Netherlands’ contribution to the humanitarian response to the Syria Crisis: 

2011-2014’ Dutch Ministry of  Foreign Affairs - Internal Inspection Humanitarian Assistance. 
2. UNHCR (2016) ‘Syria Regional Refugee Response – Lebanon’ http://data.unhcr.org/syrianrefugees/country.php?id=122 [February 

22, 2016] 
3. Leenders, Reinoud. ‘The Syrian Refugees in Lebanon - Overview and Prospects.’ Personal interview. 26 Feb. 2016. 
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4. Christophersen, M. and Thorleifsson, C. (2013) ‘Lebanese Contradictory Responses to Syrian Refugees Include Stress, Hospitality, 
Resentment’ Policy Brief, Issam Fares Institute for Public Policy and International Affairs/Fafo. 

5. Leenders, Reinoud. ‘The Syrian Refugees in Lebanon - Overview and Prospects.’ Personal interview. 26 Feb. 2016. 
6. Leenders, Reinoud. ‘The Syrian Refugees in Lebanon - Overview and Prospects.’ Personal interview. 26 Feb. 2016. 
7. Leenders, Reinoud. ‘The Syrian Refugees in Lebanon - Overview and Prospects.’ Personal interview. 26 Feb. 2016. 
8. Giesen, P. & Leenders, R. (2015) ‘Review of  the Netherlands’ contribution to the humanitarian response to the Syria Crisis: 

2011-2014’ Dutch Ministry of  Foreign Affairs - Internal Inspection Humanitarian Assistance 
9. Christophersen, M. and Thorleifsson, C. (2013) ‘Lebanese Contradictory Responses to Syrian Refugees Include Stress, Hospitality, 

Resentment’ Policy Brief  (Issam Fares Institute for Public Policy and International Affairs/Fafo) 
10. UNHCR & Lebanese Ministry of  Social Affairs (2015) ‘Lebanon Crisis Response Plan 2015-2016’ 
11. Christophersen, M. and Thorleifsson, C. (2013) ‘Lebanese Contradictory Responses to Syrian Refugees Include Stress, Hospitality, 

Resentment’ Policy Brief  (Issam Fares Institute for Public Policy and International Affairs/Fafo) 
12. Holmes, O. ‘New restrictions in Lebanon mean Syrian refugees live in fear’, Reuters 17/04/2015.  
13. Giesen, P. & Leenders, R. (2015) ‘Review of  the Netherlands’ contribution to the humanitarian response to the Syria Crisis: 

2011-2014’ Dutch Ministry of  Foreign Affairs - Internal Inspection Humanitarian Assistance 
14. UNHCR (2016) ‘Syria Regional Refugee Response – Lebanon’ http://data.unhcr.org/syrianrefugees/country.php?id=122 [February 

22, 2016] 

Human Rights Activism in Divided Societies: The Case of  Israel - By Melanie Thienard 
1. Im Tirtzu. “The Foreign Agents - Revealed!”. Youtube, December 15th, 2015. Web. <https://www.youtube.com/watch?

v=02u_J2C-Lso> 
2. Im Tirtzu. “The Foreign Agents - Revealed!”. Youtube, December 15th, 2015. Web. <https://www.youtube.com/watch?

v=02u_J2C-Lso> 
3. Ravid, Barak. “Group That Exposed 'IDF Crimes' in Gaza Slams Israel Bid to Choke Off  Its Funds”. Haaretz. July 26th, 2009. 

Web. 
4. Sanchez, Raf. “Israeli Right-wing group accused of  inciting violence against human rights activists”. The Telegraph. December 

15th, 2015 
5. Editorial Board. “A Danger to Israeli Democracy”. The Washington Post. January 2nd, 2016. 
6. See in particular: ‘The State shall take all necessary measures to ensure the protection by the competent authorities of  everyone, 

individually and in association with others, against any violence, threats, retaliation, de facto or de jure adverse discrimination, 
pressure or any other arbitrary action as a consequence of  his or her legitimate exercise of  the rights referred to in the present 
Declaration’. Article 12(2) of  the 1999 UN Declaration on Human Rights Defenders. 

7. Sfard, Michel. “Israel Human Rights Activists Aren’t Traitors”. The New York Times. January 6th, 2016 
8. See for example: Coskun, Benzen Balam (2007). “Power of  the Words: Securitisation of  the ‘Other’ in the Israeli Palestinian 

Conflict”. QUEST Issue no. 4 and Abulof, Uriel (2014). “Deep Securitization and Israel's ‘Demographic Demon’”. International 
Political Sociology 8: pp. 396–415. 

9. Olesker, Ronnie (2013). “National identity and securitization in Israel”. Ethnicities 0(0): pp. 1–21 

Geneva III: Just Talk? - By Sanjana Varghese 
1. Yourish, Karen, Lai, Rebecca K.K. and Watkins, Derek. “Death in Syria”. New York Times Online, September 14th, 2015. Web. 

<http://www.nytimes.com/interactive/2015/09/14/world/middleeast/syria-war-deaths.html> 
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