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               COMMANDING HEIGHTS  -- The Battle for the World Economy
                                                     (Daniel Yergin – PBS)

                “GLOBALIZATION & TRADE  --  The New Rules of the Game.”                      

                                                 (Video -- Episode Three)

[Disk One]

· The 1990’s  -- The “New Global Economy.”    

· The “New Global Economy”  brought about by the revolution in capitalism and the greatest expansion in global trade.  Sarajevo ended the prior era of globalism in 1914, will terrorism and 9.11 end this one?  Terrorism is the dark side of globalism. Battle is over who controls the global economy. Free markets or central governments.  More specifically, there is a global debate and the issue is really over the rules for the global economy.

· Began at the end of the Cold War with the fall of the Berlin Wall and the dissolution of the Soviet Union. The global economy changed quicker than thinking about it.  Need to know where we have been.

· Clinton (1992). 

· Free open markets and free trade. Important for peace.  Most important idea.

· In early 1990’s the U.S. seemed a drift. The 1992 election the issue of trade and specifically NAFTA.  

· Clinton argued that open trade creates wealth.  This was the first great debate in the U.S. of the new global era.  

· The U.S. should embrace change.  Economics, technology and information flows forces change.

· NAFTA (1993).

· LDC increasingly saw free trade as a path to growth.

· Labor opposed NAFTA, and so did Clinton somewhat during campaign, but championed it through Congress subsequently.

· Global Markets.

· Stocks, funds and currencies are the biggest form of trade. People have become investors in the global market (often through retirement funds).

· Pension funds have become global players.

· Fear that “globalization” has become “Americanization.”

· Clinton expanded the trade agenda to include emerging markets and new democracies.  Wanted both DC and LDC to open borders to more trade.

· LDC wanted FDI but saw a threat to their sovereignty.

· “Free flow of capital.”  This era was the triumph of capitalism.  More countries adopted market economics.  Powerful revolution.

· Mexican Bailout (1994).

· Possibility of war between “haves” and “have nots.”

· FDI started to flee.  Mexican peso was imploding.  First financial crisis of 21st century.

· Bailout a bad precedent? Protect foreign bondholders of Mexican bonds.  They took the risk why should they be saved?

· Technology, Financial Markets & Entrepreneurship.

· New type of businessperson.  Entrepreneurs could think like multinationals.

· Bangalore.  30% of software engineers are from India.

· Silicon Valley is the spiritual center of the new global economy.

· American society allows for entrepreneurship.

· China.

· In the era of globalization have the largest migration in history.

· China’s economic reforms – ¼ of global market.

· Wanted to emulate the “Southeast Tigers.”

· Singapore.

· Needed to make self  relevant.

· Since 1970s the “Southeast Tigers” became global exporters.

· “Asian Tigers” & the “Asian Financial Crisis & Global Contagion”.

· Is the 21st century the “Asian Century”?

· Japan.

· Big economic slide throughout the 1990s after the bursting of its economic bubble.

· Slow to adapt to interconnected world.

· Protects many industries, some others are very competitive.  Highly regulated. Some socialistic aspects.

· Idea of change meets with skepticism. 

· Thailand.

· Started the “Asian financial crisis.”

· The Southeast Asian boom was overheating in 1997.

· In the 1990s Thais were borrowing money for foreign banks.

· Europeans and Americans were encouraging the opening of capital markets.

· But developing regulatory systems, institutions and law was slow and became an underlying flaw.

· Thai baht was pegged to the dollar (fixed exchange rate).

· “Weak banks lending against “empty buildings.”

· Hedge funds shorted the Thai bath and the bubble burst.  The Asian financial crisis began.  This started the global spillover.  Money pulled out of entire regions (“contagion”).  Economies became locked together.

· Malaysia.

· Relentless pressure from global markets.

· Indonesia.

· Government collapsed.  The IMF loaned money but on stiff conditions.

· Need political change to deal with crisis.

· IMF as a new type of colonialist? IMF gave help but got control over policies.

[Disk Two]

· Korea.

· Late 1997.

· Within six months the crisis spread from Southeast Asia to Korea.

· Russia.

· Contagion expanded to Russia and Russia defaulted on loans.

· U.S. (Long Term Capital Management).

· The crisis headed to the United States.

· LTCN as a hedge fund had control over markets globally.

· Brazil.

· Final chapter in global crisis.

· But an international loan package was put into place early.

· [ Markets gradually returned to normal – This was the first crisis of the globalization era. ]

· Need New Rules.

· Institutions of the global economy go back to the post-World War Two era.  Now need new rules to contend with the risks of globalization.  There is no alternative.

· Had an “activist economic policy” in dealing with the Asian financial crisis. 

· The Global Debate.

· The global crisis has made people aware of the new global economy.

· Anti-Globalization Movement.

· WTO (1995).

· New institution of the 1990s and the era of globalization.

· The WTO formulates and manages the rules of global trade.

· Seattle Conference (1999).

· Wanted to start a new trade round of negotiations. Failed in part because of Clinton’s change of attitude when discussing labor protestors.

· Labor – Less Trade. Protestors said rules were unfair. Union saw drop in new union jobs.  Many moved offshore to China.

· Open markets increase wealth. But perspectives are different. Those who lose jobs are clear.  Those who benefit from trade are less obvious.  Invisible benefits. Visible losers. Business has good input into rule-making. Want more trade.

· LDC’s – More Trade (instead of aid).  

· Global poverty becomes a galvanizing issue.

· World Bank Meeting (2000).

· Another target of protestors.

· Protests seem to be leading to a new process to manage global trade.

· The Global Divide.

· Globalization heightens awareness of global poverty.

· Poorest nations have a reliance on markets.  But those markets need to be seen as fair to create confidence.  Markets need to earn their legitimacy everyday.

· DeSoto.   Property Rights. People are capitalist by nature.

· Capitalism is a tool for poor people to prosper.  Need to crucial elements, for example, property rights and legal institutions (sometimes they are extra-legal).

· People may find another ideology when rebel against a system that doesn’t address poverty.

· Clinton. Trade is necessary for peace in interconnected world (although not a sufficient factor).

· Trade is crucial to maintain peace in an inter-connected world.  Rule-based trade is necessary for growth.

· Need a new consensus for trade.  Don’t want to leave anyone behind.

· Bush (2001 – 2002). 

· Seems to have had a seamless transition in trade policies from the Clinton to Bush administrations.
· Mexico (Bush – Fox) (2001).

· Wants to expand NAFTA to rest of Latin America (NAFTA plus).

· Left’s main concern in Mexico is inequality within nation and between nations.

· Summit of Americas (Quebec) – New Rules of Game for trade between rich and poor.

· More protests the more regulation becomes mainstream.
· Many developing countries had already embraced globalization.

· Lasting input of protest. Terms of debate have changed. Protestors criticize, insiders respond with solutions?

· Sept. 11, 2001 (9.11).

· The terrorist attack raises the issue of  whether globalization is reversible.

· If  there is no peace will something other than globalization develop? 

· Impact of the “war against terrorism”?

· DOHA (Nov. 2001). Focused on new rules to be arrived at via negotiations and on issues of the LDC’s.

· A new round of trade negotiations was launched.

· Concerns of the LDC are at the top of the agenda.

· New rules are a product of negotiations by sovereign nations.

· Global economy seems now (mid-2002) to be moving forward again. 

· U.S. economy seems to be on the road to recovery.

· The era of globalization and the global debate is still continuing.

· Increasing trade increases the chances of peace.

· Broad consensus of importance of trade to the U.S. economy and global development.

[This video was completed prior to summer 2002.  This was prior to the explosion of corporate governance issues after the Internet bubble, prior to the global financial crisis of 2008 – 2009, prior to the Obama Administration, and  prior to  the Euro Crisis of 2010.]
Start here ……


Last 18 minutes. Starting at 35:56.
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