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VIEWING VIOLENT EXTREMISM THROUGH THE LENS OF 

INDUSTRIAL POLICY: GOVERNMENT’S ROLE IN MANAGING 
FAITH 

 
HILARY DAUER1

Countering violent extremism (CVE) has become a 
buzz-term dominating discussions about terrorism. 
In particular, eradicating the root causes of violent 
extremism has been presented as a means to counter 
the so-called Islamic State’s recruitment. As a result, 
there has been concomitant attention paid to civil 
society and how to strengthen its resiliency to 
extremism of all sorts. However, relatively little 
attention has been paid to the role governments play 
in creating the religious milieu in their countries. To 
the extent this topic is covered at all, it usually 
devolves into facile, normative judgments.  To wit: 
some states are bad because they export extremism, 
others are good as they are beacons of tolerance and 
religious moderation, and so on. Irrespective of their 
relative truth, such statements do not, 
unfortunately, provide much of a framework with 
which to understand the relationship between 
government and religion.    
 Perhaps because the environment around 
terrorism is so politically and morally charged, it 
would make sense to look at other types of analyses 
to provide a structure for analyzing the way 
governments – especially in the Muslim world – 
approach religion.  One such approach can be found 
in the arena of Japanese studies.  Specifically, the 
work of Chalmers Johnson is potentially applicable. 
In the 1970s, Johnson took a novel approach to 
understanding why Japan was suddenly 
outstripping the United States in any number of 
economic indicators. His seminal work on Japan’s 
Industrial Policy, MITI and the Japanese Miracle 
(1982), became a lens through which American 
policy makers could understand both the tactics and 
motivations of the Japanese government.  Indeed, 
the term Industrial Policy was almost entirely 
unknown in America at the time.  Rather, there was 
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a mistaken understanding that because both 
America and Japan were broadly capitalist 
countries, their approach to economic policy was 
based on a similar set of principles. If that was true, 
though, why, then, was Japan able to avoid many of 
the economic plagues affecting America at the time? 
For the first time, Johnson elucidated Industrial 
Policy in English and, in so doing, introduced a new 
way of understanding diversity within capitalistic, 
market-oriented economies as well as how that 
diversity could influence economic performance. 
 Johnson (1982) had two groundbreaking 
insights. First, though capitalist, Japan’s 
government played an active role in the economy. 
Second, though it eschewed state control of 
industry, the Japanese government actively sought 
to pick winners amongst private enterprises rather 
than let the “free hand” of the market decide. In the 
years since Johnson’s work there has been much 
debate regarding the accuracy of his model for 
predicting Japanese economic success. Indeed, the 
nearly quarter century of underwhelming economic 
performance in Japan belies the fact that 
governments can do better than the free market in 
fostering economic prosperity, some argue. 
Nonetheless, the descriptive elements of Johnson’s 
thesis remain useful – even if, as some like Karl 
Zinsmeister (1993) have argued, that the 
government did not take a systemic approach to 
governing the market. Specifically, Johnson’s 
analysis provides a systemic approach to 
understand how governments play in the free 
market and attempt to influence the outcome.   
 Nearly every government in the Islamic 
world plays an active role in the religious sphere 
and nearly every Muslim majority country has a 
Ministry of Religious Affairs and/or a Ministry of 
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Religious Endowments -- perhaps as part of what 
British commentator on comparative religion Karen 
Armstrong has described as “the struggle to 
enshrine the Islamic ideal in state structures” 
(Armstrong 2002, p.163). And, just as the Japanese 
Ministry of Industry and Trade “intervened” in (the 
Western ideal of) the free market, Ministries of 
Religious Affairs involve themselves in the 
(according to the Western mindset ideally free) 
market place of faith. Moreover, they have very 
specific reasons for doing so. A plan, if you will. 
 Johnson (1982) describes Japan in the period 
from 1925-1975 as a “plan-oriented” market system. 
Johnson explains the idea of plan versus market 
thusly, “At the most basic level the distinction 
between market and plan refers to differing 
conceptions of the functions of the state in economic 
affairs” (Johnson, 1982, p.18). Johnson later asserts 
that under a plan-oriented market system, the state 
sets economic and social goals (Johnson, 1982, p.19). 
 Could there, then, be a plan-oriented 
religious sphere? It would seem Johnson’s construct 
of plan-oriented could be transposed onto the 
religious policy of the governments of many Muslim 
majority countries, where the state sets religious and 
social goals. The Syrian scholar and academic Aziz 
al-Azmeh described the functions of the Saudi polity 
as ones which “assure adherence to standard 
devotions and precepts of public puritanism” (1993, 
p. 154). Instead of a plan-oriented market for goods 
and services, there is a plan-oriented market place of 
religious belief, where the state plays a role in 
managing faith. Armstrong referred to the Pakistani 
government of Muhammad Ayub Khan (1958-1969) 
as one that aimed “to make Islam… amenable to 
state control” by “nationaliz[ing] the religious 
endowments (awqaf) [and] plac[ing] restrictions on 
madrasah” (2002, p.162). The idea the state should 
manage faith fundamentally differs from common 
conceptions of state function in the United States, to 
say the least. 
Rules not goals 

 As anyone who had even a passing interest 
in the recently concluded U.S. presidential election 
would notice, there is in fact a healthy debate in the 
United States over how much the state should 
intervene in the economy. However, Johnson never 
argued that the state in Western countries plays no 
role in the economy. Rather, he described the U.S. 
regulatory state as one that enforced rules not goals 
(Johnson, 1982, p.19). Such rules include breaking 
up monopolies and other such regulation designed 
to create a “fair” playing field. 
 Yet, industrial policy is not a policy 
designed just to even the playing field. Quite the 
contrary, the state intervenes to “pick winners” with 
specific outcomes in mind. This is what Johnson 
describes as a “goal-oriented” approach to the 
economy (1982, p.19). This state intrusion is also the 
crux behind the regulatory state vs. development 
state paradigm, the latter being the type of state that 
employs industrial policy. 

The United States also regulates religion to 
some degree by doing such things as ensuring 
freedom of religion, granting tax-exempt status, 
maintaining a division between church and state, 
and so on. Yet, the United States has no specific 
religious policy and it could be argued that such a 
policy would be unconstitutional. 

Here again, regulation of religion in the 
Muslim world mirrors economic regulation under 
industrial policy and therefore differs 
fundamentally from the American approach.  
Indeed, it could be argued that many if not most 
Muslim majority countries have a goal-oriented 
approach to religion. Clearly, the goals differ from 
country to country: promoting moderation and 
tolerance in some places while fostering greater 
religious purity and/or proselytization (da’wa) in 
others. In discussing Sudan, Graham Fuller (2004), a 
former Vice Chairman of the National Intelligence 
Council at the CIA, wrote: 

Because Sudan historically represented the 
southern borderlands of Islamic civilization, 
successive Arab-dominated governments in 
Sudan have a felt a special ‘Islamic manifest 
destiny’ in spreading both Arab culture and 
Islam into southern Sudan and deeper into black 
Africa (p. 107). 

Indeed, goals can be easily found on most Ministries 
of Religious Affairs’ websites.  The Saudi Ministry 
of Islamic Affairs website states: 

The [Ministry’s] [s]ectors of Islamic Affairs, 
Da`wah, Guidance, and Endowments have been 
among the outstanding pillars and essential 
parts of the Kingdom. Since the foundations of 
the kingdom were laid by King `Abdul `Aziz Al 
Saud and his sons after him, the Kingdom has 
established, sponsored, supported, and 
developed large organizations for this purpose, 
flourishing in the era of the Custodian of the 
Two Holy Mosques, his Crown Prince, and his 
Second Deputy Prime Minister.  
(http://www.moia.gov.sa/) 

Throughout the Islamic world there is ample 
evidence that governments pick winners, through 
the funding of religious organizations, events, and 
campaigns, in order to accomplish these goals. 
Finally, many governments in the Islamic world 
tightly regulate what can be said in the religious 
sphere. A passage from the American North Africa 
expert James D. Le Sueur (2010) describing the rule 
of Algeria’s Houari Boumediene (1965-1978) is 
illustrative of such regulation.   

Supporters, especially secularists, argue that it 
was only through this [state-centered] rigid 
control of Islam that massive industrial progress 
was achieved, and that Boumediene’s control 
over the nation’s mosques and religious 
institutions kept the Islamists under control 
(LeSueur 2010, p. 20). 

If we decouple the phenomenon of government 
intervention in faith from our values-based 
attachment to freedom of religion, we can assess that 
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such religious regulation hues closely in form to 
economic regulation. It is, for instance, rational for 
the government to pick the types of religious 
institutions that most effectively carry out a given 
policy preference. Proscribing certain types of 
extremism as apostasy is but one example. The 
American expert on Indonesian Islam Ronald 
Lukens-Bull (2005) detailed cooperation between 
the Indonesian government and the moderate 
Islamic mass organization Nahdlatul Ulama (NU) to 
counteract religious strife in the Maluku Islands in 
2000 by citing the following quote from a prominent 
NU official, “Jihad is not violence… Jihad can also 
mean struggling to make sure the Indonesian 
government meets the needs of its people, both 
Muslim and non-Muslim” (p. 125). 
Religious Bureaucracy 

The establishment of a religious bureaucracy 
follows naturally when the government picks 
winners. Johnson argues that under industrial 
policy an “economic bureaucracy is a natural 
corollary of plan rationality” (1982, p.21). In many 
Muslim majority countries, there are a massive 
number of clerics on government payrolls or receive 
some sort of government subsidy. The Indonesian 
academic Arief Subhan wrote the following about 
such trends in his nation: 

The Ministry of Religious Affairs then 
established a pilot project… in which… 
graduates were… expected to became [sic] 
ulama-intellectual, a new term for Islamic 
leaders… (Subhan 2010, p. 131). 

In addition, it would seem enforcing the regulation 
of religious speech, by definition, spawns an army 
of government officials to monitor what can and 
should be said.  In other words, the government 
needs a bureaucracy to spread effectively its choice 
of doctrine. Such has been the case in many parts of 
the Islamic world since Ottoman times, according to 
the preeminent British historian of Arab history 
Albert Hourani (2002). “Sunni ‘ulama had a less 
independent position… they had become state 
functionaries, close to the government and 
compromised by their relations with it” (Hourani 
2002, p. 458). 
All Things Political 

Finally, Johnson argues that plan rationality has a 
political basis vice an economic basis:   

Observers coming from market-rational 
systems often misunderstand the plan-rational 
system because they fail to appreciate that it has 
a political and not an economic basis.  (Johnson 
1982, p.24)   

In Johnson’s construct, political refers a conception 
of the national interest based on development that 
goes beyond purely economic motivations. Japan’s 
national interest was to free itself from quasi 
colonial unequal treaties in the late 19th Century. 
(Johnson 1982, p.37)  
 Similarly, plan rationality in the religious 
sphere also has a political basis rather than a purely 

spiritual one. A government picking one strain of 
religious doctrine over another could be interpreted 
in terms of mollifying domestic political 
constituencies.  According to Courtney Freer, a 
researcher at the London School of Economics:  

Indeed, many members of the [the Kuwaiti 
Salafist Society for the Revival of the Islamic 
Heritage] RIHS have, since the 1990s, 
enjoyed government positions and are said 
to continue to dominate the Ministry of 
Awqaf (Religious Endowments) and 
Islamic Affairs… (Freer 2016, p. 12)   

In addition, favoring through subsidies and 
regulation a religious doctrine that enshrines 
tolerance may have the political benefit of ensuring 
domestic tranquility in nations with significant non-
Muslim minorities. The Indonesian cleric’s speech 
above (Lukens-Bull, 2005) is but one example. 
Alternatively, a state that predicates its legitimacy 
on being a defender of the faithful may see 
proselytizing overseas as a key activity that 
buttresses its raison d’etre at home. One need only 
read the opinion pages of many western dailies to 
see Gulf Arab support for Wahhabism/religiously 
reactionary dogma abroad characterized in such 
terms on a recurring basis. 
 In the Japanese model, developing certain 
domestic industries with an eye to expand exports 
was done primarily because the government sought 
economic growth and wanted to increase its ability 
to expand economic power in the international 
arena (Johnson 1982). Religious concerns can be 
equally construed. A given government may want 
to incubate certain doctrines it sees as vital for the 
cohesion of the nation and/or encourage overseas 
proselytization because it is essential to projecting a 
given state’s power abroad in an anarchic world. For 
instance:  

The longtime leader of Sudanese Islamists and 
the acknowledged leader of the regime, Dr. 
Hasan al-Turabi… first built a powerful 
economic base with the indispensable assistance 
of external money from Islamist banking 
systems, especially those linked with Saudi 
Arabia (Fuller 2004, p. 108).   

Again, Hourani succinctly depicts the situation:  
[I]t was partly in self-defense… or in order to 
appeal to a wider segment of their nations that 
most regimes began to use the language of 
religion more than before… in order to justify 
the innovations which were inevitable for 
societies living in the modern world (2002, p. 
452). 

Defining the Public Good – a Case for Government 
Agency  

 One of the most dogged questions 
surrounding the framework of industrial policy is 
how to distinguish it from a more standard model of 
oligopolistic interests capturing certain 
bureaucracies. Though not applicable to all cases of 
countries that have a ministry of religion, it can be 
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argued that the state takes an active approach to 
managing religion because it believes it is providing 
a public good. Expressed another way, governments 
take a top down approach toward religion because 
they believe it is essential to the national interest.     

First, for the sake of clarity, a definition of a 
captured bureaucracy is in order.  In his Glossary of 
Political Economic Terms (online edition, copyright 
1994-2005), Paul M. Johnson describes a captured 
bureaucracy as: 

A government agency, especially a regulatory 
agency, that is largely under the influence of the 
economic interest group(s) most directly and 
massively affected by its decisions and policies -
- typically business firms (and sometimes 
professional associations, labor unions, or other 
special interest groups) from the industry or 
economic sector being regulated. A captured 
agency shapes its regulations and policies 
primarily to benefit these favored client groups 
at the expense of less organized and often less 
influential groups (such as consumers) rather 
than designs them in accordance with some 
broader or more inclusive conception of the 
public interest (http://www.auburn.edu/) 

The above definition, however, does not ascribe 
agency to the government.   
 Again, a conception of the public interest or 
good is a somewhat nebulous concept. How can it 
be defined and then shown to be a motivating 
stimulus for resulting public policy? In other words, 
it is very difficult to prove that government picks 
winners because it has a plan as opposed to 
responding to various types of corruption or other 
forms of domestic political interest. Saadia 
Pekkanen (2003) in her work on picking winners 
perhaps puts it best: 

If we rely on theories that assume governments 
are inevitably captured by political factors, for 
example, then the whole picture of government 
choices in industrial policy looks very different 
than if we believe governments are out to 
maximize national economic welfare (p.4). 

The way government actors define the public good 
may be a way to suggest agency on the part of 
government. The resulting policies can be seen, 
thereby, as "plan-rational" and not purely a matter 
of powerful interests capturing bureaucracies. 
 In prewar Japan, Johnson (1982) 
demonstrates that public interest was closely 
associated with national survival – especially within 
the Ministry of Industry. “The government began 
helping private entrepreneurs to accumulate capital 
and to invest it in ways that seemed to promote 
Japan’s needs for military security and economic 
development” (Johnson 1982, p.82). Put another 
way, Japan needed to industrialize so that it could 
build a modern military. In short, a plan was 
necessary to achieve a public good -- in this case 
national survival. 

 In fact, Johnson (1982) goes on to argue that 
industrial policy in pre-war Japan arose as a 
response to the growing influence of non-
governmental economic elites. “After, the passing of 
most of the Meiji oligarchs, genuine pressure groups 
were beginning to have a profound effect on 
Japanese governmental policy” (Johnson, 1982, 
p.84). The result was that: 

The Meiji leaders had had to confront the 
unpleasant fact that… the side effects of its 
policies were inflation, trade deficits, 
corruption, and looming bankruptcy (ibid.). 

National survival again plays a key role in defining 
post war Japanese industrial policy.  Pekkanen 
argues that, “widespread perceptions about the 
importance of technology for the very survival of 
Japan have led to a core ideological consensus 
among government officials... (2003, p.6).  
 Pekkanen (2003) did an excellent job of 
laying out both economic motivations and political 
motivations as well as the predicted results of each. 
In the economic, Japanese bureaucrats planned 
industrial policy because it would lead to greater 
economic prosperity for Japan’s post war populace. 
In Japan, bureaucrats, “…identified and selected 
certain industries for preferential promotion – 
industries that, at a broad level, were strategic 
enough to be of vital importance to Japan’s 
technological development and future economic 
welfare” (Pekkanen 2003, p.16).   
 In the political, politicians rather than 
bureaucrats played the main role. In order to 
maximize votes, politicians developed an array of 
policies that appealed to the widest range of voters. 
As such, there was no overarching plan aside from 
the narrow electoral self-interest of the individual 
politician. “Simply put, the idea is that politicians 
would make bureaucrats disburse [trade and 
industrial policies] (TIPS) in a way that consistently 
maximizes their electoral fortune, which has 
consequent, and negative, implications for 
industrial selections in line with bureaucratic 
visions” (Pekkanen 2003, p.25). In short, if we 
assume political motivations dominate government 
decision making, then “political self-preservation 
and aggrandizement” will prevail over planning in 
the national interest (Pekkanen 2003, p.23).  
 At this point it is important clarify one 
potential source of confusion. Johnson (1982) used 
the term political to mean national interest, which in 
Japan’s case meant developing itself to resist foreign 
domination. Pekkanen (2003) defined political 
interest somewhat more locally – that is 
individualized political interest of a politician or 
party.  The key point is that in either case national 
level planners had a goal in mind. Therefore, in 
actual fact, Pekkanen’s (2003) definition of the 
economically goal-oriented approach of bureaucrats 
as opposed to politicians was roughly equal to what 
Johnson (1982) referred to as political. Either 
construct posits that bureaucrats sought to achieve 
national-level goals through planning.   
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 However, in the case of religious planning, 
there is a somewhat obscured demarcation between 
the national interest based on political concerns of 
the nation-state writ-large versus the political 
interests of a localized group or faction. 
Nonetheless, the lack of a clear delineation between 
local political interests and national political 
interests does not ipso facto negate the existence of 
centralized planning with regard to religion. 
 Indeed, many nation-states define the 
public good in terms other than economic 
development. There is a case to be made that 
politically motivated planning at the national level 
seeks to define the public good through the lens of 
religion. Hootan Shambayati’s (1994) work on oil 
rich rentier states is illuminating. Rent-seeking is a 
closely related phenomenon to captured 
bureaucracies. Rent-seeking elites exist in states that 
derive a large part of its national income from 
outside sources (Shambayati 1994, p.321). 
Shambayati (1994) cites Iran as an example is his 
work comparing it to the rise of non-governmental 
interests in Turkey. 
 Due to the massive wealth of the 
government, elites seek to gain access to it because 
they do not have an independent base of economic 
power. Though this rent-seeking activity does not 
affect economic policy, Shambayati (1994) suggests 
that it is evidence that the public good is not defined 
in economic terms. “When the government is 
financially autonomous from its citizens, conditions 
are ripe for challenging the state on non-economic 
grounds” (Shambayati 1994, p. 329). If the above is 
true, then regime survival would necessitate a 
method to respond to this challenge. “Creating 
mythologies,” as Shambayati (1994, p. 325) puts it, 
needs planning at some level. Shambayati allows 
that national survival could depend on its ability to 
reproduce religious and mythological symbols 
(Shambayati, 1994, p. 327). Though Shambayati 
(1994) still defines this process as a bottom-up 
process where the state reacts, we see the kernel of a 
plan-rational approach to religion. In other words, a 
given regime to ensure its survival needs a plan to 
manage religion. Shambayati says the state needs to 
create mythologies because the relations between 
the ruled and the rulers is defined in moral and 
ideological, not economic terms (1994, p. 372). As 
such, the public good is defined in ideological terms.   
 In the case of a religion-based plan-rational 
policy, national survival and/or coherence is often 
synonymous with the public good. In some ways, 
this fact eliminates the need to differentiate between 
a government that is responding to political 
pressure or is genuinely interested in a more 
ideologically lofty set of goals because an effective 
response to political pressure is essential for 
national survival. Responding to political pressure 
from domestic political movements is not only 
necessary for only ensuring the independence of the 
bureaucracy and its decision-making ability, but 
rather for the continued existence of a given state in 
its current form. 

 In Shambayati’s (1994) example, the Shah’s 
regime in Iran was unable to survive because of its 
inability to respond to religious demands of the 
people. Or, put another way, it collapsed because it 
had no plan for religion. Shambayati (1994), in 
essence, provides a counter example – the lack of a 
plan could lead to regime collapse. 
 The political importance of creating 
effective “national mythologies” is one that occurs 
elsewhere in the Middle East region. Youssef 
Choueri’s work on fundamentalism refers to this 
project of being of prime importance to regimes in 
the Arab world in the 1960s, “reinterpreting 
Arab/Islamic history became a public activity and 
one of crucial national importance” (1997, p. 76). The 
goal being to turn that history into, “an ideological 
weapon to be possessed, refurbished, and 
brandished in the face of opponents, be they local or 
foreign” (Choueri 1997, p. 76). Al-Azmeh makes a 
similar argument, noting that in many Arab nations, 
the state, “defines in religious terms what is 
permitted and what is forbidden…” (1996, p. 55). 
Moreover, “…whole chunks of Arab nationalist 
culture have been transformed for incorporation 
into the religious discourse… in order to shore up 
governmental legitimacy” (Al-Azmeh 1996, p. 55). 
 With regard to Egypt specifically, Al-
Azmeh writes that the nationalist regime of Gamal 
Abdel Nasser (1956-1970): 

[T]o ally themselves with social and religious 
reaction… no regime in modern Egyptian 
history has helped and supported [Egypt’s most 
influential mosque] al-Azhar, no regime has 
whetted its appetite for power, as much as the 
Abdel Nasser regime… (1993, p. 43). 

 The intricate balance of cooptation, 
regulation, and, in some cases, capitulation, 
arguably cannot happen without a plan. At the very 
least, the complexity and diversity of approaches 
suggests that those in power carefully considered 
the power of religion.  Furthermore, the result of this 
careful consideration is that in many Muslim-
majority nations there is a coordinated approach by 
government to deliver a public good; hence, the 
ministries and armies of bureaucrats. Whether the 
public good is understood to be regime survival, 
national coherence, economic development, and/or 
enforced morality, in every case there is ample 
evidence that government decision-makers 
responded to religion in a planned way.     
U.S. Policy 

 Why does any of this matter? The reason 
Johnson’s work became seminal is because it alerted 
the United States to the fact that the industrial policy 
of even friendly nations affected American 
competitiveness abroad. Consequently, much of 
U.S. trade policy from the 1980s onward became 
focused on what actions other nations undertook in 
their domestic economy and how it affected U.S. 
national interests in the trade arena.  The U.S. 
administration’s focus on “unfair trade practices” 
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such as non-tariff barriers is but one example of this 
continuing trend. 
 Though it lies outside the scope of this 
paper to assess which domestic religious policies of 
foreign nations are beneficial to U.S. national 
security interests and which are detrimental, a more 
careful analysis of how foreign governments pick 
winners in religion should lead to a clearer idea of 
the consequences. Using the industrial policy 
framework could lead the U.S. government to better 
calibrate its stance on CVE in a strategic and 
coherent way to all nations, thereby avoiding double 
standards and contradicting policy responses. Just 
as with trade policy, understanding the mechanics 
of how other nations develop religious policy will 
allow the Washington policy maker to better 
develop an array of carrots and sticks that better 
counter violent extremism.  
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