
Pre-Publication Copy
  Vacation (July/August) 2008 (Vol. III, No. 6)

The following article, in whole or in part, may not be copied, downloaded,
stored, further transmitted, transfered, distributed, altered or otherwise used,
in any form or by any means, except:

• one stored electronic and one paper copy of any article solely for your
personal, non-commercial use; or
• with prior written permission of The American Interest LLC.

To subscribe to our online version, visit www.The-American-Interest.com
To subscribe to our print version, call 1-800-767-5273 or mail the form below to:

THE AMERICAN INTEREST
PO BOX 338
MOUNT MORRIS, IL 61054-7521

Name                                                                                                                                 

Address 1                                                                                                                                 

Address 2

City State Zip

Country

E-mail

Credit Card Exp.

Name on Card Tel. No.

Signature Date

o Payment enclosed
o Bill me later

American
Interest

A84PPC

o BEST OFFER! Yes, send me two years (12 issues) of
The American InteresT for only $69*.
I’ll save 23% off the cover price!

o Yes, send me one year (6 issues) for only $39*. I’ll
save $5.75 off the cover price.

*Please allow 4-6 weeks for delivery of first issue. Add $14 per year
for shipping & handling to addresses outside the U.S. and Canada.



	 Vacation (July/August) 2008	 3

CONTENTS
The American Interest • Volume III, Number 6, Vacation (July/August) 2008

Dollars & Sense

8	 A Nation in Debt
by Barbara Dafoe Whitehead

The subprime mortgage debacle has deep roots in the decline of thrift.

18	 Size Matters
by Richard Rosecrance

Power still depends on aligning political scope with economic reality.

27	 The Return of Malthus
by Jørgen Ørstrøm Møller

What if the “limits to growth” are real after all?

37	 A Conversation with Helmut Schmidt
by Thomas Kleine-Brockhoff

The former German Chancellor does his global ciphers.

After Bush, Cont’d

43	 Life after Easy Oil
by Charles F. Doran

A plan for escaping the tightening noose of energy dependency.

53	 Selling Out
by Gal Luft

The mass transfer of U.S. wealth to oil-exporting countries bodes ill.

In Black and White

57	 A Law of Unintended Consequences
by Michael Barone

The irony of the Voting Rights Act.

62	 The Re-Segregation of Rock and Roll
by David Kirby

The long, strange trip from Little Richard to Dr. Dre.

China Futures, Cont’d

72	 Olympic Art and Artifice
by Geremie R. Barmé

Inside the “imagineering” of the Beijing Olympics.

43

79

62

theamericaninterest
Highlight



4	 The American Interest

79	 Tibet’s Last Stand?
by Warren W. Smith

The March uprising appraised.

86	 Full Court Press
by Jacqueline Newmyer

How the Chinese press muzzles itself.

Reviews

96	 Republic of Pretense
by H.W. Brands

A new history of the Civil War era looks closely at America, 

and doesn’t blink.

100	 The Troubles We’ve Seen
by Mitchell B. Reiss

An insider’s account of the Northern Ireland peace process.

104	 Innocence Abroad
by Scott Carpenter

Robin Wright thinks the Middle East is changing for the bet-

ter, but neglects to say why.

108	 Get Happy
by Kenneth Minogue

The secret to happiness is...still secret.

115	 A Tortured Argument
by Jeremy Rabkin

Taxi to the Dark Side loses us en route.

118	 Retroview: A Natural Man
by Gale E. Christianson

Loren Eiseley fused science and the humanities like no one else.

Notes & Letters

124	 To Cast a Fly
by Richard Anderson

Sport? Hobby? Art? Toss your line in the river and find out.

129	 Here’s to You, Harry
by Adam Garfinkle

Three decisions that define Harry Truman as a pragmatic moralist.

Charles Davidson, publisher & CEO
Noelle Daly, subscriber services

Damir Marusic, associate publisher
Jamie Pierson, circulation & operations

ADVERTISING SALES

Damir Marusic
damir.marusic@the-american-interest.com 

(202) 223-4408

Perry Janoski
publishing representative

Allston-Cherry Ltd. 
(212) 665-9885

SYNDICATION

Damir Marusic
damir.marusic@the-american-interest.com 

(202) 223-4408

website
www.the-american-interest.com

Adam Garfinkle, editor
Daniel Kennelly, senior managing editor

Thomas Rickers, managing editor
Noelle Daly, assistant editor

Executive Committee
Francis Fukuyama, chair

Charles Davidson
Josef Joffe

Walter Russell Mead

Editorial Board
Anne Applebaum, Peter Berger,  

Zbigniew Brzezinski, Niall Ferguson, 
William A. Galston, Bronislaw Geremek, 

Owen Harries, Samuel Huntington, 
G. John Ikenberry, Stephen D. Krasner, 
Bernard-Henri Lévy, Glenn C. Loury, 

C. Raja Mohan, Douglass North, 
Ana Palacio (on leave), Itamar Rabinovich, 

Ali Salem, Lilia Shevtsova, Takashi 
Shiraishi, Mario Vargas Llosa, Wang 

Jisi, Ruth Wedgwood, James Q. Wilson

Erica Brown, Michelle High,
editorial consultants

Simon Monroe, R. Jay Magill, Jr., illustrators
cover photo by Getty Images

cover design by Damir Marusic

Subscriptions: Call (800) 767-5273 or visit www.the-american-interest.com. One year (6 issues): 
$39 print; $19 online; $49 for both. Two years (12 issues): $69 print; $38 online; $98 for both. 
Please add $14 per year for print-subscription delivery outside the U.S. and Canada. Postmaster and 
subscribers, send subscription orders and changes of address to: The American Interest, P.O. Box 338, 
Mount Morris, IL 61054. The American Interest (ISSN 1556-5777) is published six times a year by 
The American Interest LLC. Printed by Fry Communications, Inc. Postage paid in Mechanicsburg, 
Pennsylvania. ©2008, The American Interest LLC. Editorial offices: 1730 Rhode Island Ave. NW, 
Suite 617, Washington, DC 20036. Tel.: (202) 223-4408. Fax: (202) 223-4489. Email: ai@the-
american-interest.com. 



	 Vacation (July /August) 2008	 27

   Dollars & Sense

The Return of Malthus
Scarcity and International Order

Jørgen Ørstrøm Møller

What a difference an assumption can 
make. Since the Industrial Revolu-
tion in the second half of the 18th 

century, a fortunate fraction of mankind has 
basked in a world of plenty. Living standards 
have risen exponentially as vast numbers of peo-
ple escaped the dire poverty that had been the 
lot of their forebears for ages untold. The share 
of income spent on food in these revolutionized 
parts of the globe has fallen dramatically—in 
many industrialized countries to below 10 per-
cent, and as low as 7.4 percent in the United 
States (as of 2006).

For most of the past two centuries, the deni-
zens of plenty have assumed that the break with 
bleak pre-industrial poverty was a permanent 
one. They have often assumed, as well, that 
the ways of plenty would eventually spread to 
encompass the entire human family, and that 
when they did, most of the ancient misanthro-
pies that have afflicted humankind would van-
ish from the face of the earth. The end of scar-
city, it has been widely believed, would end the 
causes for greed and envy, avarice and war. War 
would no longer be “worth it”, a presumption, 
it is fair to say, that lies at the very plinth of the 
Whig interpretation of history.

This is by now an old idea, but it is a sturdy 
one that has been propelled forward by the end 

of the Cold War and the cluster of phenomena 
known by the catchall phrase “globalization.” 
Indeed, new and improved versions of the Whig 
interpretation have gained much credence since 
Herbert Butterfield coined the term in 1931. 
Thanks to globalization and the parallel spread 
of the received macroeconomic gospel, many 
millions more have been raised from dire pov-
erty in the past two decades—a feat no amount 
of foreign aid could ever have produced. This 
unarguable achievement, many have claimed, 
could portend the end of poverty in our times. 
Add the comforting lyrical harmonies of demo-
cratic peace theory to the benign chorus of glo-
balization and one gets a world veritably trans-
formed very much for the better—perhaps even 
“the end of tyranny”, as George W. Bush put it 
in his second Inaugural Address.

What if, however, the foundational assump-
tion is wrong? What if the past two centuries, 
particularly the past two decades, have been not 
a reflection of the new rules of earthly progress, 
but exceptions to the old rules that once were 
and again shall be? In other words, what if 
Thomas Malthus turns out to have been right 
after all, and Adam Smith wrong?

For most of the past two centuries, few 
would have acknowledged even the possibil-
ity of such a thing coming to pass. Malthus 
was dubbed an intellectual fossil, a man who 
never understood how institutions and science 
could alter the terms of economic life. But 
alas, it doesn’t take much to revive a wisp of 
doubt about the permanence of human mate-
rial achievements. Food riots in more than two 
dozen countries stretching from Haiti to Egypt 

Jørgen Ørstrøm Møller is visiting senior research 
fellow and coordinator of the future studies program 
at the Institute of Southeast Asia, Singapore, and 
adjunct professor at Singapore Management Uni-
versity and the Copenhagen Business School. The 
views expressed here are his own.
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and a sharp increase in world food prices over 
the past three years are reviving Malthusian 
fears. Worrisome global financial instability, 
too, worsened in recent months by the sub-
prime mortgage debacle in the United States, 
suggests serious structural flaws lurking in the 
international economic order. These develop-
ments have revived the question: Is the world 
really on a trajectory to escape poverty once 
and for all, or is it slipping back toward pre-
Industrial Revolution conditions?

An Extended Debate

Is this a question we can answer in advance, 
before the verdict lands in our unsuspecting 

laps? The record suggests not. After all, pes-
simists and optimists have been going at one 
another for a very long time, and no one has 
yet won the debate. The modern version of it 
began with Malthus’s 1798 Essay on the Prin-
ciples of Population, in which he argued that 
“the power of population is so superior to the 

power of the earth to produce subsistence for 
man, that premature death must in some shape 
or other visit the human race.” The roughly co-
terminous analysis of Adam Smith predicted a 
totally different future for mankind, however, 
and Smith won out in the hearts and minds of 
succeeding generations because history seemed 
to vindicate his view and condemn Malthus as 
a scientific failure.

Smith did not convince everyone, of course. 
There were and will always be doomsayers—it 
is part and parcel of human nature. For most 
of human history, doomsaying was an integral 
part of religion (hence the term “jeremiad”), 
but over the past century or so this tradition, 
like so many others, has been secularized and 
the analysis extended from Malthus’s focus on 
food to the broader question of finite resourc-
es. Thus, the Club of Rome predicted in 1972 
that limited availability of natural resources 
would stop economic growth. In a second re-
port two years later, this unconditioned predic-
tion was revised to say that some of the prob-
lems enumerated in the first report would be 
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manageable after all, but the gist of the Club’s 
pessimism remained and carried over into the 
Carter Administration. The Global 2000 Re-
port to the President, commissioned by President 
Jimmy Carter in 1977 and released in 1981, 
stated:

If present trends continue, the world in 2000 
will be more crowded, more polluted, less 
stable ecologically, and more vulnerable to 
disruption than the world we live in now. Se-
rious stresses involving population, resources, 
and environment are clearly visible ahead. 
Despite greater material output, the world’s 
people will be poorer in many ways than they 
are today . . . unless the nations of the world 
act decisively to alter current trends.

Wrong. The nations of the world in no 
way acted decisively, but after the twenty years 
spanning 1979 and the year 2000 the world’s 
people were nonetheless much better off “in 
many ways.” In the meantime, we were wit-
ness to some amusing side bets, like the one in 
1980 between the optimist Julian Simon and 
the pessimist Paul Erhlich. (Simon won.) And 
CIA predictions made during the Carter Ad-
ministration concerning the price of oil also 
turned out to be not just wrong, but ludicrously 
wrong.

If one looks at the key predictions of the 
Club of Rome, none of them has come true. 
To the contrary, the global economy has grown 
mightily over the past 35 years, and for most of 
that time the real price of oil and most other 
raw materials has stayed constant or has fallen. 
This has led a host of critics to charge that the 
essential view of the Club of Rome and its post-
Earth Day supporters amounted to a late 20th-
century manifestation of pantheism, an old 
romantic elitist ideal that is increasingly out of 
step with our dynamic world.

A Debate Extended 

Despite the poor—embarrassing, really—
showing of latter-day doomsaying, the 

idea that the past two centuries are the exception 
rather than the rule of economic reality never 
seems to go completely out of style. And well it 

shouldn’t: Despite the record, attempts to revive 
Malthus may not have been mistaken, merely 
premature. So many times have little boys cried 
wolf that many are now persuaded there is no 
wolf. That could be a mistake, and it is certainly 
a possibility worth serious consideration.

All efforts to date to vindicate Malthus have 
proven wrong for four reasons. First, new ter-
ritories have opened up to change the equation 
between the supply and demand for resources. 
Second, new technologies have arisen to make 
vastly better use of the resources we have. 
Third, the introduction and spread of the mar-
ket economy has significantly improved the ef-
ficiency with which resources are used. Fourth, 
the modern state has been able to devise admin-
istrative machinery to help form, protect and 
regulate the market, and within this machin-
ery there has arisen a transnational revolution 
in logistics that has enabled mankind to shift 
resources to alleviate imbalances and minimize 
scarcities on a global scale.

New Territories: Many textbooks in Europe 
present new territories opened up in Eurasia 
after 1800 as being most important economi-
cally, but four others have been even more so: 
North America, South America, Australia and 
New Zealand. These new territories in “New 
Worlds” delivered agricultural land to feed 
growing populations with lower food prices, 
while emigration to them reduced population 
pressures in the Old World. Real wages thus 
went up in newly industrializing countries, 
making a fool out of another celebrity doom-
sayer, Karl Marx.

Technology: The end of the age of sail 
brought about by the advent of steamships and 
the railroad made these new territories acces-
sible. Otherwise, food grown there could not 
have made it to the metropoles, and little emi-
gration would have flowed from Great Britain 
in the 18th and 19th centuries; catastrophes like 
the Irish famine of the 1840s–50s would have 
continued periodically, rather than being the 
last the West would see. Subsequent technologi-
cal waves have enabled still higher productivity. 
After the advent of steam power came electric-
ity, then the science of the green revolution, and 
then the information and communication revo-
lution. And we are now witnessing a new wave 
with astonishing breakthroughs in bio- and 
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nanotechnology. These inventions have pro-
gressively liberated us from the straitjacket of 
having to rely mainly on human and animal 
calories as sources of mechanical energy.

Markets: With Adam Smith and David Ri-
cardo, the young Industrial Revolution found 
its high priests. Over the past two centuries, 
Smith’s invisible hand and Ricardo’s compara-
tive advantage have constituted the founda-
tions for economic growth around the world. 
This has been so because Smith, Ricardo and 
others not only described and explained how 
markets worked, but also showed individu-
als and governments alike how to keep them 
working.

Whether Smith and Ricardo discovered an 
objective reality or helped to create a social one 
is still open to debate. Either way, economic in-
centives and balanced contractual relationships 
replaced prohibitions and commands from on 
high. To the surprise of nearly everyone, nearly 
everyone benefited, and, more important, a 
shift of basic assumptions about social life took 
place as a result, leading the way from the ad-
vent of individual agency in the market to the 
idea of individual agency in politics.

The State: The emergence of the modern state 
in the latter part of the 18th century marked the 
transformation of small political units, which 
had characterized Europe for centuries, into 
larger and more viable economic entities. Had 
the petty princes and bishops of early modern 
Europe been able to constrain markets within 
political borders, the potential embedded in the 
new technologies of the Industrial Revolution 
would have come to little.

At a later stage, the modern European state 
itself became too small for its own economic 
britches, leading some elites to react by trying 
to expand trade, others to experiment with 
mercantilism and imperialism (best defined 
as deliberately imbalanced trade, armed). The 
need to enlarge the market to fit economic 
reality now leads states either to support free 
trade or to voluntarily construct even larger 
political-administrative units, the European 
Union being the most obvious example. The 
logistics revolution, meanwhile, has enabled 
some states to help others deal with scarcities, 
whether through food and foreign aid or with 
humanitarian relief efforts. In all cases the basic 

aim is the same: to enable, protect and guide 
the benign functioning of markets both within 
and among states.

Was it just a stroke of good luck that these 
four seminal shifts interacted and shaped a 
world so dynamic and so different from what 
had come before? Or is there something about 
human nature that can reassure us that this 
wasn’t luck, but rather a sign of the human ca-
pacity for genuine achievement that can be rep-
licated in the future? We are going to find out 
because, most likely, the world has now used up 
the breathing room that these four factors have 
provided, leaving us today in roughly similar 
circumstances to those of 200 years ago. Two 
questions thus come to the fore. Can we de-
vise another set of escape hatches to ward off a 
Malthusian fate; and what might global politics 
look like if we can, or if we cannot?

The Wolf This Time?

The clouds of a Malthusian storm seem to 
be gathering. The world faces looming 

shortages of food, energy, raw materials, water 
and habitable environment. These shortages are 
not confined to the “known world”, as was the 
case two centuries ago, but encompass the whole 
globe. To hold off the return of Malthus, we need 
some equivalent of new territories, new technol-
ogies, the further expansion and refinement of 
market efficiencies and, especially, new forms of 
political organization to enable markets to create 
the best balance of incentives for sustainable eco-
nomic development on a global scale.

To match the aforementioned prospective 
shortages against the four categories of anti-
Malthusian remedy is a project for a book, not 
an essay. A few selective and suggestive exam-
ples will therefore have to suffice as preliminary 
illustration.

For reasons both remote and proximate, 
food prices have been rising worldwide for 
some years, particularly so in the past three 
years. One reason is population pressure in 
general: There are more people, more mouths 
to feed. But this factor is, perhaps counterin-
tuitively, the least significant of all in explain-
ing the price rises of recent years. More impor-
tant is the fact that people in many parts of 
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the developing world are leaving rural areas for 
towns and cities, and rising wealth is enabling 
more people to want—and to afford—to eat 
higher on the food chain. It takes a far larger 
input of resources to produce the equivalent 
amount of meat calories than vegetable protein 
calories. More capital-intensive methods of 
growing food, which in some cases is responsi-
ble for helping to depopulate countrysides, re-
quire petrochemical fertilizers and fossil fuels. 
When the prices of those inputs go up, so do 
the prices of the outputs. The fact that much 
of the world market for food is denominated in 
U.S. dollars has also had an impact on prices; 
if the dollar weakens, by definition, it can buy 
less food per unit. If this were not enough, the 
use of foodstuffs to make biofuels has reduced 
the amount of food available, though experts 
argue over how much. If supply goes down as 
demand goes up, the inevitable result is higher 
prices.

Obviously, some of these factors are more 
amenable to intervention than others. Govern-
ments could, if they were ever to come to their 
senses, stop the foolishness of current biofuel 
programs, which are not cost-effective ways of 
meeting energy demand and which accentu-
ate the basic unfairness of trading food in the 
mouths of the poor for fuel to run SUVs in 
the American suburbs. The dollar may not re-
main weak. The other factors, alas, are harder 

to change, but it is still worth examining what 
interventions in the form of new territories, new 
technology, market mechanisms and adaptive 
political organization we can expect to offset 
the factors pushing up the price of food.

There are vast swaths of the world that 
could be farmed but are not. Some areas used 
to be farmed but are farmed no longer, and new 
regions that have never been farmed might be if 
market incentives were right and state policies 
were enabling. In the former category are parts 
of Russia and most of Ukraine. In the latter 
category are parts of Africa. If global warming 
proceeds as most scientists predict, not all the 
effects will be bad—unpopular as it may be in 
some places to say this. Large sections of north-
ern Russia and Canada that are now too cold 
to farm economically (or at all) might become 
richly arable in a matter of mere decades.

New technologies can also contribute to 
crop viability in colder climates, while other 
biotech innovations may increase productiv-
ity in lands already farmed. Of course, topsoil 
is in limited supply, no matter how efficiently 
technology improves and markets are able to 
function. Even the most optimistic find it dif-
ficult to support predictions of strong upward 
trends for agricultural production—a second 
Green Revolution on the scale of the first. The 
likeliest prospect is not famine but higher food 
prices that will exacerbate social inequalities 

Food protests in Mogadishu, Somalia, May 1, 2008
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both among and within countries across the 
globe.

What about energy? Analysts agree that de-
mand for energy is rising sharply worldwide, 
led by growth in China, India and other large 
developing countries. Prices will rise as demand 
outstrips the supply of “easy” oil, whose produc-
tion has peaked. But the overall picture is not 
a simple one. As countries develop, energy effi-
ciencies are bound to improve thanks to techno-
logical innovation, market efficiencies and deft 
political regulation. As was the case in the Unit-
ed States in the late 1970s, 1980s and 1990s, the 
global economy is now doing a much better job 
of squeezing units of gross domestic product out 
of one barrel of oil, and that trend is likely to 
continue. So prices will rise, but not in lock step 
with economic productivity. Economies can 
sustain higher energy prices and still grow.

In the slightly longer run, the issue will 
not be so much the price of oil but the over-
all composition of energy sources. Substitu-
tion from oil and gas into other energy sources 
will occur, but more likely than a major shift 
to renewable sources such as wind energy or 

solar energy will be a switch to coal and per-
haps nuclear power. If coal plays the major 
role, the global economy’s dependence on fos-
sil fuels will be basically unchanged. Here, 
too, prices for energy will rise because of the 
need for large investments in infrastructure. 
The same can be said for other raw materials, 
despite some remarkable technical advances in 
materials science. 

Shortages of these three elements—agri-
culture, energy and raw materials—will prove 
manageable. The global economy will not liter-
ally exhaust supplies, and price increases will not 
derail the global economy. Global growth under 
these circumstances will still be possible, though 
not at the levels we have seen in the past two 
decades. Political challenges may arise, however, 
from the fact that both resources and growth 
will be distributed in ways different from those 
to which we have grown accustomed.

The picture is less sanguine when it comes 
to water and environments clean enough 

to be habitable. The world has limited renew-
able supplies of fresh water, but the amount is 
great. The problem is not the absolute amount 
of water or some theoretical division problem 
involving gallons per capita per year. The real 
problem is that water is often scarce for agri-
culture and industry where it is most needed, 
requiring that it be transported and purified at 
considerable cost. China, for example, which 
has 25 percent of global population but only 7 
percent of global fresh water resources, suffers 
from a lack of hydrological infrastructure, as 
do many developing countries. Low per-capita 
income makes it basically impossible to supply 
water on a commercial basis.

Water scarcity affects food scarcity in obvi-
ous ways and negatively influences other sectors 
of economic life as well, not least health. Like 
food, energy and other natural resources, wa-

ter is a tradable commodity. To 
date, international trade in wa-
ter is limited, but it is a safe bet 
that fresh water commerce will 

expand. After all, many industrial 
countries charge considerable sums 

not only for industrial uses of water, but 
also for household use in order to encour-

age conservation and to finance investment Thomas Malthus

R. Jay Magill
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in infrastructure. It stands to reason that trad-
ing will become a growing aspect of the basic 
international economy of water. The problem 
is that water is very heavy and costly to move, 
so market mechanisms enabled by intergovern-
mental arrangements can only work once the 
replacement cost for water rises to a sufficiently 
high level. But some countries experiencing wa-
ter stress will be too poor to pay such prices or 
to afford energy-intensive desalination alterna-
tives.

Here again problems of equity, distribution 
and social stability broadly construed come into 
play. The difference with water is that the elas-
ticity of demand is zero. People can do without 
meat, air-conditioning and copper pipes. They 
cannot live without water. This is why food 
shortages may cause riots, but water shortages 
may cause either 
wars or revolu-
tionary efforts at 
cooperation to 
avoid them. Wa-
ter is high-stakes 
stuff.

Having a clean, habitable environment falls 
into a category of its own. Food, energy, raw 
materials and even water are concrete, physical 
things. They can be seen, counted, measured 
and marketed in standard units. Inequities can 
be assuaged by arranging to literally move any 
of them from one place to another within rules 
established by political systems and calibrated 
by markets. Not so with environments. One 
cannot move, chop up or sell habitable environ-
ments in any practical way. And yet pollution 
and climate change can be generated by some 
countries to the detriment of others, with large 
overall economic implications. Environmental 
issues present a challenge to the global com-
mons that neither new territories, technology 
nor the function of markets alone can solve. 
The only way to manage the threat of envi-
ronmental degradation heralding the return of 
Malthus is to devise new forms of international 
governance.

So far, world leaders have not done a good 
job of this. The Montreal Protocol on ozone-
depleting gasses is a notable exception to the 
general rule of failure. The Kyoto Protocol, 
on the other hand, illustrates the rule. Those 

who devised this Protocol made fatal political 
errors of judgment that have resulted in major 
parties being either left out (China and India, 
for example) or politically forced out (the Unit-
ed States) of participation. Just as bad, its key 
mechanism—cap and trade—does not address 
the real problem, which is the need to reduce 
global production of greenhouse gases. Kyoto’s 
mechanism cannot ever hope to achieve the nu-
merical aims of the agreement except by natural 
population decline in places like Russia and the 
European Union, for emissions track uncannily 
with demography once societies reach a certain 
level of development.

Everyone understands the basic problem 
here: State sovereignty protects polluters of all 
kinds from being called to task for the effects 
of their pollution on others. Sometimes these 

effects can be downright existential, as with the 
possibility that rising sea levels caused by global 
warming can drown whole island nations. In 
some cases, too, the effects can be deliberate—
states can now wage environmental aggression 
on each other, and in the future this may be-
come a more common form of aggression than 
traditional territorial grabs.

Nearly all the schemes propounded thus far 
to deal with this problem, however, are doomed 
to fail because they try to fix responsibility—
and exact remuneration—on the sources of 
pollution. Some favor emission quotas and 
some favor tradable quotas, but this will only 
cause market distortions and recession. Others 
want obligatory environmental standards writ-
ten into all trade deals, even if enforcing them 
is impossible and the cost of goods would be 
highly inflated as a result. Still others advocate 
placing heavy taxes on multinational corpo-
rations that are polluters, but companies can 
move or disaggregate to avoid taxation. And 
others want to tax international transport, since 
emissions from ships and airplanes are consid-
erable. But that will also further distort markets 
and raise prices, thus stifling growth.

The only way to manage the threat of 
environmental degradation is to devise 
new forms of international governance.
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The only sensible way to conceptualize the 
problem is to stop thinking about producers and 
start thinking about consumers. The ultimate 
cause of pollutant emissions is not the producer 
but the consumer. Demand is trump, not sup-
ply. A fiscal mechanism that shifts the burden to 
the consumer—some sort of Polluter Pays Prin-
ciple (PPP) on the global level—seems therefore 
to be the least unfair, and the least bad, available 
solution. The basic idea is an old and proven 
one: Whatever you subsidize you get more of 
and whatever you tax you get less of. If you tax 
the consumption of products whose manufac-
ture causes pollution, you’ll get less pollution. If 
you subsidize the consumption of products that 
are carbon-footprint friendly compared to those 
they replace, you’ll get more of them.

A PPP approach would not interfere with es-
tablished comparative competitive advantages, 
and since it would be assessed against consum-
ers, not producers, it will not affect geographical 
production patterns. If properly designed, a PPP 
system may even work as a strong incentive to 
reduce emissions if it rewards countries and/or 
companies that introduce new technology with 
a lower emission level per unit of fuel. As long as 
emission levels do not go up, the levy paid will 
be unchanged even if production does go up. 
One could even use revenues from PPP taxes to 
directly stimulate research and development of 
new environmentally friendly technology.

To get at the problem of environmental pol-
lution with any hope of success, significant po-
litical accommodation—political engineering, 
so to speak—will be necessary on a global scale. 
The international order will have to change 
to keep Malthus at arm’s length. Only an un-
derstanding that includes the major countries, 
beginning with the United States and includ-
ing the European Union, China, Japan, Russia, 
India, Brazil and the oil-producing states, has a 
chance to succeed. And even then, implementa-
tion will be difficult, expensive, and take a long 
time to put into place. Who today would bet 
that this will happen? In short, if Malthus does 
return, he may do so not for wholly natural rea-
sons concerning any inherent limits to growth, 
but because human societies prove unable to re-
organize themselves to allow new frontiers, new 
technologies and new market designs to keep 
him at bay.

Winners, Losers and Big Losers

What might the world look like if we do 
not adjust, and Malthus does return? We 

cannot know for certain, but one way to think 
about the question is to postulate a world in which 
countries fall into one of three basic groups.

In this thought experiment, the first tier of 
countries would consist of North America and 

Astudy published by the Central Intelligence Agency in 1977 concluded that, “By 1985 
. . . demand for OPEC oil will reach 47 to 51 million barrels per day (MBD). . . . Even 

if all other OPEC states produce at capacity, Saudi Arabia will be required to produce 19–23 
MBD if (world) demand is to be met. Prices will rise sharply” . . . .

In a subsequent 1979 study, the CIA asserted that, “Supply disruptions caused by devel-
opments in Iran have advanced the timing of (the oil) price increases” already projected in 
the 1977 study. . . .

The CIA forecasts were rather typical of the hundreds published during the 1970s and 
early 1980s by oil experts in government, academia, private consulting firms, the World 
Bank and elsewhere. A 1981 study by the Congressional Budget Office forecast that prices 
would rise during the 1980s from $30 to $115 per barrel. . . .

On the basis of these forecasts President Carter projected that U.S. annual oil imports 
would reach an astronomical $500 billion by 1985. In reality, they were $52 billion in 1985, 
down from a peak of $80 billion in 1981.

—Eliyahu Kanovsky, OPEC Ascendant? Another Case of Crying Wolf 
(Washington Institute for Near East Policy, 1990)
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Europe, perhaps joined by Japan, Australia, 
New Zealand, Israel and a few other advanced 
states. These countries, or conglomerations of 
countries, do not face acute water shortages (Is-
rael does but it has advanced desalination ca-
pabilities), and the agricultural sectors of most 
of them can be turned into genuine export 
bonanzas, reaping foreign exchange and pro-
viding large numbers of jobs, if they are will-
ing to reverse 200 years of migration from the 
countryside to the cities. They are short of some 
raw materials and energy—Europe far more 
than North America, and Japan and Israel far 
more than Europe—but the larger ones sit on 
ample supplies of coal and all are rich and tech-
nologically advanced enough to turn scarcities 
of energy and raw materials into manageable 
problems by throwing R&D money at them. 
Indeed, if North America and Europe could 
combine forces, economically if not also politi-
cally, they would be in a position to dominate a 
Malthusian world.

The second tier is made up of China and 
India, where high growth over recent decades 
will be threatened by shortages in almost all 
areas except coal. Compared to North Amer-
ica and Europe, they may be forced into po-
litical choices about which problems to solve, 
or at least solve first, because they lack the 
money and technology infrastructure to fi-
nance a way out of all of them at the same 
time. They will need to prioritize dealing with 
water and food shortages, followed by energy 
and raw materials deficits—not to speak of 
what to do about maintaining environments 
clean enough for human habitation. Even if 
they make good choices, their political stabil-
ity may be endangered. Parts of both of these 
countries are richer in resources than others, 
so as challenges mount, the richer areas may 
balk at supporting the poorer ones. In the 
end, it will be a race in which high growth 
and good governance are pitted against chal-
lenges and deteriorating conditions. With 
luck, China and India may make it, but it will 
be a close-run thing. If they do not, they may 
collapse into chaos. The stakes will be high. 
Whether the political leaders of the 2.3 billion 
people living there get it right will determine 
the future global system.

The poorer countries constitute the third 

tier, which unfortunately will not only remain 
poor but become even poorer. Some of them 
may escape the Malthusian trap if they possess 
energy or raw materials, but the large major-
ity will tumble, fast or slow, into a Hobbesian 
abyss. Some countries in Latin America and 
many in Africa will fall into this category. 

In a future Malthusian world it is clear that 
there will be a stark shift in relative prices in 
favor of energy, food and raw materials, and 
this will change global production and trade 
patterns. It will trigger new investment in in-
frastructure, logistics and transport facilities in 
the richer countries. Richer countries will be 
capable of delivering capital and resources to 
each other and to poorer countries, but poorer 
countries will not, and many poorer countries 
will not have the wealth or administrative co-
herence to receive and use what richer countries 
have on offer.

Clean environments aided by new tech
nologies such as coal liquefaction and desalina-
tion will be enjoyed by the countries that can 
afford them; some poorer countries may have 
cleaner environments too, but mainly as a func-
tion of sharply reduced economic activity. In a 
Malthusian world, this would suit the interests 
of richer countries. It does pose what one might 
call a challenge of moral aesthetics, but the 
richer countries, if they really wanted to, could 
deliberately return to a time before CNN when 
the misfortunes of the poor were unknown to 
them. Whoever thinks this impossible suffers 
from a failure of imagination.

There is a good chance that the world can 
hold off Malthus, but in doing so it will 

come to be a different world politically from 
the one in which we live today. If that chance is 
lost, the world—or most of it—could come to 
resemble the dystopias of science fiction, or per-
haps even a level of human degradation beyond 
novelists’ imaginations. Even the “winners” in 
such a world would never be safe for long, for 
it is unlikely that the losers would leave off re-
volting against a world system that condemns 
them to seemingly eternal poverty and humili-
ation. When you think about it, Mr. Malthus 
is a man we should not want to meet in person. 
He is an unwanted guest, one well worth work-
ing to avoid. 




