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State Capitalism: How the Return of Statism is
Transforming the World

In his new book, State Capitalism: How the Return of Statism is Transforming the World, Council on Foreign Relations
Senior Fellow for Southeast Asia Joshua Kurlantzick analyzes the rise in state capitalism in developing nations,
including China, Russia, Singapore, Thailand, Malaysia, Indonesia, Brazil, and South Africa, among other states.
He defines state capitalism as situations in which governments control or exert significant influence over at least
one-third of the largest corporations in a country.

Summary

Over the past two decades, many developing countries have turned away from free market capitalism and toward
modern state capitalism, which is a combination of traditional state economic planning and elements of free market
competition, including openness to free trade and foreign investment. In some ways, the new state capitalists have
copied strategies of the high-growth Asian economies during the Cold War, which mixed central planning and
export-led growth, but many of the new state capitalists are even more open to trade and investment. In his new
book, State Capitalism: How the Return of Statism is Transforming the World, Council on Foreign Relations Senior
Fellow for Southeast Asia Joshua Kurlantzick analyzes the rise in state capitalism in developing nations, including
China, Russia, Singapore, Thailand, Malaysia, Indonesia, Brazil, and South Africa, among other states. He defines
state capitalism as situations in which governments control or exert significant influence over at least one-third of
the largest corporations in a country.

In the book, Kurlantzick examines several brands of state capitalism in detail, and offers insights about the
potentially positive and negative implications for international relations and the international economy of
increasing state control of companies in these countries.

Singapore, China, and Vietnam, have at times used government control of companies to support nascent industries
and spark innovation. Democratic state capitalists, such as Brazil, India, and Indonesia, appear capable of balancing
economic statism with political freedom. However, in less democratic countries like Thailand, Turkey, and
Malaysia, state capitalism’s erosion of political freedom may lead to political instability. In young democracies such
as Thailand and Malaysia, state capitalism could potentially put too much power in the hands of a few leaders and
help corrode democratic culture and institutions. In countries like Russia, where economic weaknesses are
exacerbated by state capitalism, an economic collapse could shock the entire global economy.

In the book, Kurlantzick encourages the United States and other leading democracies to look beyond the level of
state control of economies, to the type of political system in place. He notes that democratic state capitalists are not
necessarily a threat and may even be effective partners for the United States. He urges policymakers to concentrate
on democracy promotion and civil society in strategically important nations with weak democracies that are
beginning to embrace state capitalism.

This book is suitable for undergraduate courses on:

International Relations
International Economics
Comparative Politics
Comparative Economics
East Asian Politics
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Discussion Questions

Courses on International Relations and International Economics:

1. What differences, if any, can one see between how the United States and other wealthy democracies interact
in international organizations, and how democracies and authoritarian states interact in international
organizations?

2. What lessons can be drawn from the impact of the 2008–2009 financial crisis on the ability of the United
States and other democracies to promote rights and democracy worldwide? How much, if at all, does
growing isolationist sentiment in wealthy democracies affect the ability of democratic leaders to promote
rights and freedoms abroad?

3. What are some of the reasons for the rise of elected autocrats in developing nations? How much of a role
does statist economics play in the rise of elected autocrats? Is the trend of elected autocrats going to spread to
wealthy, established democracies in North America, Asia, and Europe?

4. What would be an example of countries using state companies as weapons in international disputes? How
might other nations respond? How should multinational corporations respond, if at all?

5. What measures might the United States use to assess the potential dangers of state capitalism to a given
country’s growth and development, and how should U.S. policymakers assess which foreign economies are
“too big to fail”—i.e, should get an international bailout if they fall into dangerous recessions?

6. How, if at all, should multinational companies revamp their outward investment strategies in countries
where state capitalism is on the ascendance? What are their advantages as compared to state companies, and
disadvantages?

7. What are the most efficient uses of state funds in developing nations with shallow capital markets? Should
governments use state monies to support nascent industries in developing nations? Are there conflicts for
governments today in accomplishing such a task and also joining a growing network of regional and bilateral
free trade agreements?

Courses on Comparative Politics and Comparative Economics:

1. Compare and contrast the development and political transitions of Indonesia and Thailand, two neighboring
nations with relatively similar income levels. What factors account for their different political and economic
trajectories?

2. What are the prospects for successful democratic transition in Myanmar, which held its first successful
national election in five decades in November 2015? What factors, including state control of parts of the
economy, could propel or hinder Myanmar’s democratic transition?

3. What lessons can be drawn from Norway’s ability to develop large, state owned enterprises that are relatively
transparent and efficient? How much, if at all, can the “Norway model” be adapted to less prosperous
nations, especially those with significant natural resources?

4. What lessons can be drawn from Singapore’s use of state funds to support nascent industries in sectors of the
economy where there were shallow private capital markets? How much, if at all, could this “Singapore
model” of development be applied to other developing nations?

5. What regions of the world have avoided the broader “democracy regression” of the past decade? Why have
they been able to avoid it, and what role does their economic policy-making play in their continued
democratic transitions?

Essay Questions

Courses on International Relations and International Economics:

1. If the next U.S. administration wanted to focus U.S. foreign assistance on promoting democracy and also on
promoting effective economic governance, how should it reform U.S. aid practices? Which countries should
it focus U.S. foreign assistance efforts on?

2. How should U.S. policymakers decide when actions taken by China, including China’s use of state
companies, constitute a real threat to U.S. strategic and economic interests? How should U.S. policymakers
determine when Chinese actions are not a threat to U.S. strategic and economic interests?

3. What criteria should policymakers use to determine whether state companies are being utilized as weapons?
What types of deterrence and/or responses should policymakers envision when state companies are used as



weapons?

Courses on Comparative Politics:

1. What lessons can be drawn from Indonesia’s example of political transition and applied to other developing
nations in Asia? Pick specific lessons from the Indonesian experience and assess their applicability to the
economic and political reform processes in other developing Asian countries.

2. What lessons can be drawn from the countries that went through the third wave of democratic transition—
between 1974 and the mid-2000s—for countries that are facing democratic regression today? Offer some
insights as to how countries that are currently regressing politically could return to democratic transitions.
What role do growth and development play in restoring democratic transitions?
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