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Off the Shelf

Financial Fate, in Each Country’s Hands 

By DEVIN LEONARD

HERE’S a scary thought in the midst of the financial crisis. Although there was a time when Argentina and the United States were serious economic rivals, that changed with the Great Depression. America recovered and became the world’s richest nation. Argentina ended up a mess.

How did such a reversal of fortune happen? In “False Economy: A Surprising Economic History of the World” (Riverhead, 321 pages), Alan Beattie writes that the answer had a lot to do with the two nations’ radically different responses to the panic that followed the stock market crash of 1929.

The United States swiftly enacted the New Deal of Franklin D. Roosevelt. Argentina ended up electing Juan Domingo Perón, who tried to seal off Argentina from the rest of the world economically. Over the years, the country would endure huge deficits, runaway inflation and a host of other maladies that contributed to economic collapse. To this day Argentina has not recovered. 

Mr. Beattie, world trade editor at The Financial Times, provocatively suggests that it could have been the other way around. 

What if wealthy Americans had blocked the New Deal? What if the country had fallen under the sway of demagogues like Father Charles Coughlin, the radio show host who admired Hitler and Mussolini? What if we had never removed the trade barriers we erected to shelter our industries from the world economy? We might have ended up like Argentina, too.

In short, Mr. Beattie writes, countries choose their own economic destinies. That is worth considering as we try to extricate ourselves from the wreckage of the subprime mortgage debacle. 

“We created this mess and we can get ourselves out of it,” the author says. “To do so involves confronting a false economy of thought — namely that our economic future is predestined and we are helplessly borne along by huge, uncontrollable, impersonal forces.” 

“False Economy” isn’t really a history book; instead, each chapter is an attempt by the author to debunk what he considers to be “fatalistic myths” about the economies of different counties and societies. 

He devotes a chapter titled “Religion: Why Don’t Islamic Countries Get Rich?” to skewering some people’s post-9/11 view that Islam is the reason that so many Arab countries have high rates of unemployment. If that were true, Mr. Beattie argues, why is a Muslim country like Malaysia outperforming the Christian Philippines and the largely Buddhist Thailand? Good question.

In another chapter, “Natural Resources: Why Are Oil and Diamonds More Trouble Than They Are Worth?,” Mr. Beattie challenges the notion that countries with large deposits of these items beneath their soil are doomed to poverty. 

“The corrupting power of mineral wealth has been shown graphically in movies like ‘Blood Diamond,’ set in the civil war that raged in Sierra Leone in the 1990s and turned it into one of the most deprived nations on earth,” he writes. “When the Saddam Hussein regime fell in Baghdad, one of the first lines of public questioning was how the newly liberated Iraq could avoid the mismanagement of its oil that had characterized so many other Middle Eastern counties.”

But that’s not always the case. Mr. Beattie writes that Botswana, rich with diamonds, has managed its resources so skillfully that it now has one of world’s fastest-growing economies. We will never see a Leonardo DiCaprio movie about that. But it’s important to remember that not every African country needs a handout. 

These are the more persuasive parts of “False Economy.” Then there are chapters, about urban planning or how the past haunts present decision making, that leave you scratching your head. 

It would be fun to talk with Mr. Beattie at a dinner party. He’s witty. He’s well read and well traveled. But in his book, he has a tendency to dart from topic to topic. He jumps from continent to continent and from the dawn of history to the present. 

At one point, he casually mentions that he spent “10 of the most extraordinary days of my life” traveling around Africa in 2002 with the rock star Bono and Paul H. O’Neill, then the Treasury secretary. Soon he is recounting a visit to a cotton-spinning factory in Mali. Was that the same trip? Hard to say, because Bono and Mr. O’Neill never surface again. 

A bigger problem with “False Economy” is that Mr. Beattie talks about choice, but also stresses the role that history plays in economic success or failure. Remember those economically stunted Arab nations? Mr. Beattie makes a convincing case that Islam is not to blame. 

What is the real reason? The author writes that Syria, Iran and prewar Iraq have closed, dysfunctional economies because they were invaded in the 13th century by the Mongol armies of Genghis Khan. In other words, they are supposedly still traumatized eight centuries later. This sounds a lot like the kind of historical fatalism that the book is trying so hard to discredit. It’s almost as if he cannot make up his mind. 

It’s probably more useful to stick with the thrust of “False Economy.” There is much riding on the choices we will make as a nation in the coming months. Will we take the politically painful steps necessary to rescue the American economy? Or will we be distracted by those who rage about side issues like bonuses on Wall Street? Mr. Beattie is optimistic, and that’s refreshing. Like so many things, optimism has been in short supply lately. 
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