The American Interest
bySrdja Trifkovic

Waiting for the Big One
The global economy is like the St.
Andreas Fault. You know that a terminal disaster is inevitable, but you
keep your fingers crossed and tiy not
to think about it. When a tremor occurs, you often fear it could be the Big
One and sometimes panic, but then,
when the dust setdes, you sigh with re lief to find yourself alive and the Golden State still above the ocean.
In the last week of January, the
world had a major tremor that, at first,
looked like the Big One. In two frantic
days, America's economic woes suddenly spread across the oceans and
infected Asia and then, within hours,
Europe. The news that losses from
America's subprime home-loans crisis
were costing Chinese banks some untold billions triggered a massive selloff in Asia. On January 21, in Tokyo,
the Nikkei had its worst two-day drop
in 17 years. The following day, Hong
Kong's Hang Seng lost a tenth of its
value, with similar losses posted in
Singapore, India, Taiwan, South Korea, and Australia.
As the major Asian indices officially entered a bear market, the panic
swiftly gripped Europe. More than
$150 billion was wiped off the value
of Britain's stock market on January
21, with the FTSE 100 Index posting
its steepest fall on record. The combined losses of the London, Paris, and
Frankfurt markets alone amounted to
more than $350 billion—the precise
equivalent of Mr. Bush's 2003 major
tax cut that was meant to stimulate
demand and encourage growth. His
latest stimulus package, announced
on January 23, was less than half that
amount—$145 billion—and analysts
immediately said that it was far too little too late.
The effect ofAmerica's woes in Europe and Asia refuted the t h e o r y known as decoupling—that they are
not as dependent on the American
economy as they once were, in part because they trade more with one anoth-

er No market has escaped the carnage
caused by America's subprime crisis,
and the fear of worse news to come is
turning into panic.
That panic abated by the end of the
week, after the Federal Reserve intervened with a dramatic three quarters of
a percentage-point cut in interest rates
and U.S. employment figures proved
better than expected. Most markets
ended up roughly where they started.
The world did not come to an end—
but the Fault remains. The fiscal imbalances caused by President Bush's
addiction to deficit spending, by overindebtedness, by ordinary Americans'
negligible savings, by the huge and
growing foreign debt, and by the falling dollar are all still there.
For the time being, the United
States is able to issue and sell large
quantities of low-cost debt, denominated in dollars, through Treasury
bonds. Right now, they yield less than
the inflation rate, but as long as much
of the world's oil continues to be traded mainly in dollars, central banks
around the world have to keep holding substantial dollar reserves. Furthermore, to the extent that the OPEC
cartel raises oil prices to capture the
dollar's constantiy falling purchasing
power vis-a-vis the euro—rather than
simply because of chronic excess demand for oil as it peaks—it imposes on Europe the burden of sharing
that part of the oil price hike that follows the falling dollar. This, paradoxically, creates additional built-in support for the dollar, without which its
current sickness could have been well
nigh terminal. Other countries' dollar
reserves are still invested in American
assets, creating an artificial capital-accounts boost for the U.S. economy.
When the "petro-euro" becomes reality, the global demand for dollars will
collapse; the exchange rate will then
likely fluctuate between two and three
dollars per euro. The consequences
for the global economy will be scary at
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first, painful in the medium, but beneficial in the long term. For the United States, however, they will be traumatic. World trade will cease being a
scheme in which Washington prints
doUars and the rest of the world produces things that dollars can buy. The
U.S. economy will no longer enjoy the
benefits of a gigantic subsidy provided
by the goods and services of countries
holding their reserves in dollars—notably, by Japan, who imports four fifths
of her oil from the Middle East. The
fewer dollars circulating outside the
United States will then translate into fewer goods and services that this
country can obtain from abroad on
what amounts to interest-free credit.
The current-account deficit—at present, $800 billion—will no longer be
financed by foreign capital, because
its influx would simply cease. Global demand for shares of U.S. companies and Treasury bonds will collapse.
Without foreign investors, interest
rates will zoom into double digits, and
the Fed wifl find inflationary pressures
simply irresistible.
In Washington, the threat is still regarded as somewhat remote, because
a further significant decline in the value of the dollar would hurt major oil
producers. The Saudis cannot afford
to see the value of their U.S. cmrency
reserves and Treasury bonds depleted, the argument goes, and the resulting economic downturn would be felt
around the world and would hurt Saudi oil revenues by reducing demand.
That argument no longer holds.
Whatever an oil sheikh can get for dollars, he can get for euros—and his euro reserves are looking safer with each

passing day. The Eurozone does not
run a huge trade deficit. It is not heavily indebted to the rest of the world,
and it is not subject to the political
will of a single national decisionmaking structure. Europe is the Middle
East's biggest trading partner; it imports more oil and petroleum derivatives than the United States; and it has
a bigger share of global trade.
For too long, Americans have assumed that they could maintain effortless prosperity by investing in assets
that produce no profits —dot-coms
in the late 1990's, followed by housing—and then using them to generate spending cash. Instead of helping
America sober up, the Federal Reserve
merely postponed the Big One by cutting rates on January 23. More affordable liquidity, as it happens, is no cure
for a credit crisis prompted by years of
excess liquidity. The underlying financial malaise is still there. The Fed has
saved the market, albeit temporarily, at
the expense of the economy.
At tlie technical level, the extreme
volatility of the markets makes it imperative to prevent a misuse of the sophisticated technology that allows the
fully automated and therefore anonymous system to function. Such misuse for personal gain—like the case of
the French rogue trader Jerome Kerviel—would be a matter for the SEC
and the courts. Far more dangerous
is the potential abuse of the system by
our global enemies; and it is not unthinkable.
On the last day of 2007, the Committee on Foreign Investment in the United States (CFIUS) quietly approved
Bourse Dubai's purchase of 20 percent of NASDAQ. At best, this means
that unsupervised foreign firms may
now manipulate U.S. company stocks,
adversely affecting domestic markets.
At worst, Bourse Dubai could be true
to its self-avowed status as "the world's
first and leading Islamic securities exchange" and exert its influence accordingly. If a single rogue trader
could cost Societe Generale over seven billion dollars and contribute to
the brief global panic, what could happen if the market infrastructure itself
were to fall into the hands of rogue

morally rotten, and demographically moribund, then a colossal, rapidly spreading global economic crisis
should be neither feared nor wished
away. It may yet be our last best hope
for survival.
The meltdown has to be rapid and
brutal, however Only the collapse of
hoipoUoi confidence in the ability of
the all-pervasive State to manage relief would force blighted billions to reexamine their lives and their assumptions. By getting no relief from the
collapsing State (including the European Union, the World Bank, the IMF,
and Oxfam), they would rediscover
self-reliance —or die. Being disillusioned by progress, they would rediscover the value and force of tradition.
The ensuing struggle for diminishing
resources may make them drop the
neurotic becoming in favor of just bezng-—thatis, surviving. The Hobbesian
mayhem in New Orleans after Katrina
offered a glimpse of what is to come.
A predictable benefit for the survivors would be the return of fertility to historically normal levels. Even
in darkest Tuscany or the Upper East
Side, children would no longer be
seen as a burden, an obstacle to selffulfilment, and a financial liability. In
the aftermath of the burst bubble, they
would regain their traditional value
as economic assets and the long-term
substitute for collapsed welfare programs, entitlements, and pension systems. The family would reemerge as
The merchants of the earth will
the essential social unit. Amid collapsweep and mourn over her being political structures, all ideological
cause no one buys their cargoes
"propositions" would be recognized
anymore—cargoes of gold, silas empty abstractions. Communities
ver, precious stones and perlinked to their native soil and bonded
ils; fine linen, purple, silk and
by kinship, memory, language, faith,
scarlet cloth; every sort of citand myth would be revived. And in
ron wood, and articles of every
adversity, the eyes of men would be
kind made of ivory, costly wood,
lifted, once again, to Heaven.
bronze, iron and marble; cargoes of cinnamon and spice,
We do not know when this will hap of incense, myrrh and frankinpen, just as we don't know when San
cense, of vrine and olive oil, of
Francisco will turn into rubble; but
fine flour and wheat; cattle and
when it happens—and it will hapsheep; horses and carriages; and
pen — the American interest demands
bodies and souls of men (Revethat it takes the form of a short, sharp
lation 18:11-13).
shock, utterly unmanageable by the
ruling political and economic elite
If reasonable men agree that our that is destroying us.
civilization is spiritually diseased.

controllers?
While nominally the paragon ofArabs striving for modernity, Dubai and
the rest of the Emirates are inhabited
by people similar to their Arab-Muslim brethren elsewhere, yet disproportionately inclined to Islamic terrorism. Two of the one million UAE
citizens were among the September
11 terrorists. UAE's banking system
helped to move the funds needed for
the operation. In addition, the UAE
has been a key transfer point for illegal
shipments of nuclear components to
Iran and North Korea. Entrusting the
running ofAmerica's stock exchanges
to a company owned by them is as inherently unsafe as letting them operate America's ports.
Keeping the markets safe from
jihadist mischief is necessary It will
not save them in the long term, however, because the malaise is moral and
spiritual. Just like under San Andreas,
the plates move past each other, producing cumulative strain. The Fault
that will produce the global meltdown
is the gap between the postmodern
heart and mind, the impossibility of
ever consuming enough goods and
services to feel sated, and the unwillingness to settle the bill for those
goods and services in cash. W h e n
mere servicing of the ever-growing tab
leaves nothing for further consumption, however, the end will be nigh:
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SIXTH ANNUAL ABBIWILLE INSTITUTE SUMMER SCHOOL

"Northern Anti- Slavery Agitation"
St. Christopher Conference Center, Johns Island, SC • June 10-15,2008
What motivated Northern anti-slavery agitation?

Was it a moral determination to
emancipate the African population and work for its gradual incorporation as social and political equals? Since
this captures our own moral outlook, we are tempted to read those inclinations into the "anti-slavery" language
we find in history books.
But that is not how James DeWolf thought of the matter. DeWolf was an "anti-slavery" senator from Rhode
Island, opposed to admitting Missouri as a slave state. He had been a slave trader before the trade was outlawed
in 1808. His family company ran over 80 voyages to Africa and sold slaves throughout the Western Hemisphere. DeWolf never had an "Amazing Grace" conversion. But if his "anti-slavery" position had no moral
content, what was its meaning?

We wiU explore the main Northern anti-slavery critiques as they appeared in the Philadelphia Convention,
the Louisiana Purchase, New England nullification of the War of 1812, the Abolition Petitions, the Missouri
Compromise, Unc/e Tom's Cabin, and the agitation over allowing slavery in the West. To what extent did this
agitation have as its object a moral concern to emancipate and incorporate the African population into the
American poUty, and to what extent did it display quite different motives and objectives?
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Saint Christopher Conference Center on the beach in a beautiful palmetto grove
near Charleston, South Carolina, where we wiU visit for a dav
HOW TO APPLY:
Inquiries should be sent to:
COST AND SCHOLARSHIPS:
The Secretary, Abbeville Institute
Tuition, room (single occupancy), and three meals per day is $900 per person;
478 Burlington Rd., Atlanta, GA 30307
double occupancy, $700 each. Full and partial scholarships are available for
abbeviUeinst@beUsouth. net
college and graduate students who are encouraged to apply. Space is limited.
(404)377-0484
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VITAL SIGNS
FOREIGN POLICY

Sudan^ Ethiopia^
and the American
Empire
by Joseph E. Fallon

S

udan and Ethiopia are neighboring countries that are both ruled
by authoritarian regimes; each is engaged in a brutal counterinsurgency
operation against rebel forces—the
former, in Darfur; the latter, in Ogaden. Curiously, these countries are
treated quite differently by Washington; and this difference reveals a great
deal about the current modus operandi
of the American Empire.
In Darfur, war erupted in 2003.
The rebels initially consisted of two
groups: the Sudanese Liberation Army (SLA), originally called the Darfur Liberation Front, supported by
Eritrea; and the Justice and Equality Movement (JEM), thought to be receiving aid from Chad as well as Eritrea. Each rebel group has since split
into several factions. The result is a kaleidoscopic war pitting Muslim against
Muslim, Arab against African, black
against black, ethnic group against
ethnic group, tribe against tribe, and
agriculturalist against nomad. An estimated 200,000 people have died, while
another two million have been made
refugees.
The response of the U.S. government has been to accuse Sudan of
"genocide" in Darfur, to support a
U.N. resolution calling Sudan's actions there "crimes against humanity,"
to demand that Khartoum agree to the
deployment of a foreign peacekeeping
force of up to 26,000 troops in Darfur
and allow the Red Cross and other humanitarian organizations unfettered
access to the region, and to expand
U.S. sanctions on Sudan.
In June 2007, Ethiopia launched
a war in Ogaden against ethnic So-

mali rebels who call themselves the the Soviet Bloc as the existential threat
Ogaden National Liberation Front to America.
The goal of this "War on Terror,"
(ONLF) and are also backed by Eritrea. Many have described the situ- publicly acknowledged by neoconation in Ethiopia as similar to what servative supporters of the Bush adis occurring in Darfur. While a U.N. ministration, is to ensure that the
team was permitted by Addis Ababa United States remains the world's
to visit Ogaden to investigate charg- hegemonic power for the 21st centues of Ethiopian atrocities, its findings ry. Maintaining this empire can only
were never released. In the meantime, succeed if Washington accomplishes
human-rights groups, the Red Cross, three tasks.
Medicins Sans Frontieres, and indeFirst, and most important, it must
pendent journalists have been barred control the oil and gas resources of
or expelled from the region.
the Middle East and Central Asia—
Washington's response has been to the source as well as the existing and
support Ethiopia, dismissing stories planned distribution pipelines, inof atrocities by government troops as cluding the Baku-Tbilisi-Ceyhan,
rebel propaganda. The Bush adminis- South Caucasus, Trans-Caspian Gas,
tration continues to support the Addis and Trans-Afghanistan pipelines. This
Ababa regime. The White House has will enable Washington to exert ponot withdrawn one penny of its year- litical pressure on rivals and hesitant
ly gift of approximately half a billion allies whose economies are dependollars in foreign aid and continues dent on this oil and gas—China, Euto arm and train its military, the larg- rope, India, and Japan. At the same
est in Africa; and the Bush administra- time, the United States will be able
tion has declared Ethiopia eligible for to undermine Russia's economy and
the Excess Defense Articles program, her international influence by rewhich provides the regime with used ducing Moscow's share of the EurAmerican weapons and equipment asian petroleum-export market. This
is the strategy advocated in 1997 by
free or at reduced prices.
Why the official outrage over Dar- Zbigniew Brzezinski, President Cartfur, but not over Ogaden? There are er's national security advisor Though
Brzezinski opposed the neocons, this
three reasons: Islam, oil, and China.
Empires have often been estab- policy, outiined in his book The Grand
lished by governments in response to Chessboard: American Primacy and Its
a perceived threat to a country's se- GeostrategicImperatives, helped to forcurity. The threat, real or imagined, mulate their current strategy.
is used to justify increased military
Second, to exploit these resources
spending, the establishment of over- efficientiy, the United States must orseas bases, and foreign interventions chestrate "regime change"—ie., install
(political or military, directly or by pro-American regimes—in Muslim
proxy). If a threat can be depicted as countries. According to Gen. Wesa totalitarian ideology with millions of ley Clark in his book Winning Modsupporters, such policies can be im- ern Wars, in addition to Afghanistan,
plemented quickly and with little do- Iraq, and Iran, the Bush administramestic opposition. The right to secu- tion is targeting Syria, Lebanon, Librity becomes a right to control as many ya, Somalia and Sudan for such restates or regions and their natural re- gime change.
sources as possible. The Gold War is
Third, regime change is a eupheone example. Since September 11, the mism for the imperial dictum "divide
Bush administration has been seeking and rule." For neoconservatives such
to emulate that example, claiming it is as Richard Perle, Michael Ledeen, and
fighting a world war against "Islamic Max Boot, regime change means fragfundamentalism." Islam, has replaced menting Muslim countries, such as
MARCH 2008/43
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