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Ay NEeaweamaﬁ,mﬁwm. mama liked to say? Life is like
‘abox of chocolates: you never know what you're going to get
inside. For me, ‘an inveterate traveler and foreign correspon-

dent, life is like room 8..<_oo|<o= never know what you're going to 9&

outside your door..

. Take for instance the evening of December 31, _omx. when I began
my assignment as the foreign affairs columnist for The New York Times. 1
started the column by writing from Tokyo, and when I arrived at the -

* Okura Hotel after a long transpacific flight, I called room service with
one simple request: “Could you please send me up four oranges.” I am .
addicted to citrus and I needed a fix. It seemed to me a simple enough - -
order when I telephoned it in, and the person on the other end scemed to
understand. About twenty minutes later there was a knock at my door. A

- room service waiter was standing there in his perfectly creased uniform.

In front of him was a cart covered by a starched white tablecloth. On the

tablecloth were four tall glasses of fresh-squeezed o_.nnmo juice, each

glass set regally in a small silver bowl of ice. :

_“No, no,” I said-to the waiter, “I want oranges, onsmoel._on o_.nawo_
juice.” I then pretended to bite into something like an orange.

“Ahhhh.” the waiter said, nodding his head. “O-ranges, c.nsna

I retreated into my room and went back to work. Twenty minutes
later there was another knock at my door. Same waiter. Same linen-
covered room service trolley. But this time, on it were four plates and on -
each plate was an orange that had been peeled and diced into perfect little




v6v

4 . : ) o THE LEXUS AND THE OLIVE TREE

sections that were fanned out on a plate like sushi, as only the Japanese
cando. - o o

“No, no,” I said, shaking my head again. “I want the whole orange.” I
made a ball shape with my hands. “I want to keep them in my room and
eat them for snacks, I can't cat four oranges p__o_::v__xnnsn.:gn
store them in my mini-bar. I want the whole orange.”

Again, 1 did my best nanmwoﬂﬁa imitation of someone eating an
orange. -

“Ahhhh,” the waiter u»a uo&_:m his __own ..O._.numn. o-range. You
want whole o-range.”

Another twenty minutes went by. Again Eo_.n was a knock on my
door. Same waiter. Same trolley, only this time he had four bright
oranges, each one on its own dinner plate, with a n.o_.r EE.« and linen

nnapkin next to it. That was progress.

“That’s right,” I said, signing the bill. “That’s just what I wanted.”

As he left the room, I looked down at the room service bill. The four
oranges were $22. How am I going to explain that to my publisher?

But my citrus adventures were not over. Two weeks later I was in
Hanoi, having dinner by myself in the dining room of the Metropole
Hotel. It was the tangerine season in Vietnam, and vendors were selling
pyramids of the most delicious, bright orange tangerines on every street

comer. Each moming I had a few tangerines for breakfast, When the

£E§.85o8n23<§8:o§~SE§E~§§£B:E..
gerine,
He went away and came back a few minutes later.

.- *“Sorry,” he said, “no tangerines.”

“But how can that be?” ] asked in avao:Eo: “You aa<o a SEo full

of them at breakfast every Bo:::m_ Surely there must be a tangerine

somewhere back in the kitchen?"
“Sorry.” He shook his head. “Maybe you like watermelon?”
“0.K.,” I said, “bring me some watermelon.”

Five minutes later the waiter REB& with a v_ns bearing three ,

peeled tangerines on it.

“I found the tangerines,” he said. “No watermelon.”

‘Had I known then what I know now 1 would have taken it all as a har-
binger. For I too would find a lot of things on' my plate and outside my
door that I wasn't EE:EE to find as I traveled the globe for the Times.
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Being the foreign affairs columnist for The New York Times is actu-
ally the best job in the world. I mean, someone has to have the best job,
right? Well, I've got it. The reason it is such a great job is that I gettobe a
tourist with an attitude, I get to go anywhere, anytime, and have attitudes
about what I see and hear. But the question for me as I embarked on this
odyssey was: Which attitudes? What would be the lens, the perspective,
the organizing system—the superstory—through which I 'would look at.

the world, make sense of events, prioritize them, opine =vo= them and -

help readers understand them? -
In some ways my E.&ooommoa had it a little easier. .E.nw each had a

" very obvious superstory and international system'in place when they

were writing. I am the fifth foreign affairs columnist in the history of the

. Times. “Foreign Affairs” is actually the paper’s oldest column. It was -

begun in 1937 by a remarkable woman, Anne O'Hare McCormick, and -
was originally called “In Burope,” because in those days, “in m:Buo

.iﬁ foreign affairs for most Americans, and it seemed perfectly natural
- that the paper’s one overseas columnist would be located on the Euro-

pean continent. Mrs. McCormick’s 1954 obituary in the Times said she

"~ got her start in foreign reporting “as the wife of Mr. McCormick, a Day- -

ton engineer whom she accompanied on frequent buying trips to

-Europe.” (New York Times obits have become no.saon&_w more politi-

cally correct since then.) The international system which she covered
was the disintegration of balance-of-power Versailles mE.ovo and the
beginnings of World War I,

As >Eo=3 emerged from World War II, standing 85@« the world

| as the preeminent superpower, with global responsibilities and engaged

in a global power struggle with the Soviet Union, the title of the column

" changed in 1954 to “Foreign Affairs” Suddenly the whole world was

America’s playing field and the whole world mattered, because every
comer was being contested with the Soviet Union. The Cold War interna-
tional system, with its competition for influence and supremacy between
the capitalist West and the communist East, between Washington,

. Moscow and Beijing, became the superstory within which the next three

foreign affairs columnists organized their opinions. :
By the time I started the column at the beginning of 1995, though, the

Cold War was over. The Berlin Wall had crumbled and the Soviet Union -

was history. I had the good fortune to witness, in the Kremlin, one of the
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Ewn%aom&omosscaou.d—o%«ig_ugga 32 Secre- -

tary of State James A. waEiBégnZSSs.*ﬁ”Bwoa

. ,x.o_BFiESuSmZ_FEOo&%oﬁo»uoiﬂ Whenever Baker
"~ had met Gorbachev previously, they had held their talks in the Kremlin’s

gold-gilded St. Catherine Hall, There was always a very orchestrated
entry scene for the press. Mr. Baker and his entourage would wait behind
gogwoggwgoncggnom?_gmggg&
Gorbachev and his team behind the doors on the other end. And then, by
some signal, Ennaoaioﬁuu:u&goo__& open and each man would

stride out and they would shake hands in front of the cameras in the mid- ~
© . dle of the room. Well, on this day Baker arrived for his meeting at the
, appointed hour, the doors swung open and Boris Yeltsin walked out, .

instead of Gorbachev. ocoas_.o uooEEwSaEaﬂ_ “Welcome to Rus-
ES:EEEE—&:«. Yeltsin said to Baker, Baker did meet

Gorbachev later in the day, but it was clear that power had shifted. We

mﬁscouﬁgavoaﬂuigiaagsgo—oﬁoéga&
up spending that whole day in the Kremlin. It snowed heavily while we

isgnaigiogu%gn&ﬁugio?sﬁﬁo _
Kremlin grounds covered in a white snow blanket. As we trudged to the
, gmmgogoﬁu_—oﬁo&gwggssngoi I

noticed that the red Soviet hammer and sickle was still fiying atop the

Kremlin flagpole, Eggcwaucon_wggzggmasgi :
. enty years, I said to myself, “That is probably the last time I'll ever see

that flag flying there.” Fumaiioown:iﬁﬁao&moao and with it
went the Cold War system and superstory. . -

: wﬁigignogsaaﬁu%%ona«.oo_égwn
gungwggéigr&%nsnoaﬂﬁuﬁﬁaaeo

. dominant organizing framework for international affairs. So I actually

conu:aqoo—cabepgi-g:ng%_ﬁpg%g%
For several years, rrwoﬁodouoo_uo.._&a?—dn.bsﬁovoanoan

* War world.” 2058§§-<§§§w9§88n88np

different framework for intemational relations, but we couldn’t define

' whiat it was, so we defined it by what it wasn't. It wasn't the Cold War. So

we called it the post—Cold War world.
" The more I traveled, though, the more it became apparent to me that
we were not just in some messy, incoherent, indefinable post-Cold War

world, Rather, we were in a new international system. This new system _
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had its oi::EnE..._o@n rules, vﬁﬁ:ﬂagnsoougsgn:g& S
its own name: “globalization.” Globalization is not just some economic

g-:n:.mao.uﬁnngswgwsgggaﬁi
dominant international system that replaced the Cold War system after -

the fall of the Berlin Wall. We need to understand it as such. If there can 4

be a statute of limitations on crimes, then surely there must be a statute of
limitations on mo..sm_. policy clichés. With that in mind, the “post-Cold .
War world” should be declared over. We are now in the new international
system om w_ocaﬁnon

I say that w—oc.»:ﬁ&o: has replaced the Cold War as the
defining international system, what exactly doImean? -
I'mean that, as an international system, the Cold War had its own -
structure of power: the balance between. the United States and the
US.S.R. The Cold War had its own rules: in foreign affairs, neither -
Ewﬂvoiﬂio:&ggrouﬁooﬁﬂ.u%wﬂoongg in eco- -
nomics, less developed countries would focus.on nurturing their own
national industries, developing countries on export-led growth, commu-
nist countries on autarky and Western economies on regulated trade. The

Cold War had its own dominant ideas: the clash between communism
. and capitalism, as well as detente, nonalignment and perestroika. The

oo_aiﬁg_aoiuaoﬁogr—og the movement of people from
cast to west was largely frozen by the Iron Curtain, but the movement

. from south to north was a more steady flow. The Cold War had its own

perspective on the globe: the world was a space divided into the commu-

nist camp, the Western camp, nan.o:occ.&gn—b and everyone's coun- -
~  try was in one of them. The Cold War had its own defining technologies:

uclear weapons and the second Industrial Revolution were dominant,
_ butfor many people in developing countries the hammer and sickle were
* still relevant tools. Thé Cold War had its own defining measurement: the
~ throw weight of nuclear missiles. And lastly, the Cold War had its own
© . defining anxiety: nuclear annihilation. When taken all together the cle-
. ments of this Cold War system influenced the domestic politics, com-

merce and foreign relations of virtually every country in the world. The

i Cold War system didn’t shape everything, but it shaped many things. -

Today's era.of globalization is a similar international system, with

7
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its own E.E:o 851:5. which 8=v.§ »EG—« with EaS of the Cold
War. To begin with the Cold War system was characterized by one over-
arching feature—division. The world was a divided-up, chopped-up
place and both your threats and opportunities in the Cold War system
tended to grow out of who you were divided from. Appropriately, this

Cold War system was symbolized by a single word: the wall—the Berlin'

Wall. One of my favorite descriptions of that world was E.oSu& by Jack
Nicholson in the movie A Few Good Men. Nicholson plays a Marine

" colonel who is the commander of the U.S. base in Cuba, at Guantdnamo

Bay. In the climactic scene of the movie, Nicholson is pressed by Tom
Cruise to explain how a certain weak soldier under Nicholson’s com-

" mand, Santiago, iﬁgsgggoi:no:oigs “You .

want answers?” shouts z_cro_uou “You want aaiaa.w. Iwant the truth,

retorts Cruise. “You can’t handle the truth,” says Nicholson. “Son, we"
,__<nE-iﬁ&grﬁi%g&gi&wgﬁsgnga&gag

with guns. Who's gonna do it? You? You, Lieutenant Weinberg? T havea
greater _.n%o:auEQ than you can possibly goa. You weep for Santi-

agoand you curse the Marines. You have that luxury: <o= have the luxury
of not knowing what I know—that Santiago's death, while tragic, proba-
bly saved lives. And my nxrgoo. while grotesque | and Fooaua__oa_
ble to you, saves lives. You don’t want the truth because deep down in
places you don't talk about at vn_dou. you want me on 82 wall. You need

. nﬁggiwz

The globalization u<u85 is-abit nﬁﬂgr It p_uc has one o<n==.nr5n

feature—intégration. The world has become an increasingly interwoven

place, and today, whether you are a company or a country, your threats
and ovvoa._ang Es.oﬁEm_« derive from who you are connected to.
This globalization system is also characterized by a single word: the

" Web. So in the broadest sense we have gone from a system built around

division and walls to a system increasingly built around integration and
webs. In the Cold War we reached for the “hotline,” which was a symbol
that ‘'we were all divided but at least two people were in charge—the
United States and the Soviet Union—and in the m—ocnrgg system we

, 385.9.3«Fgorigrapuwaco_gninﬂoégn@Ss

nected and nobody is quite in charge. - -
This leads to many other differences between the globalization sys-
tem and the Cold War -%88. .:5 w—ocn—ﬁuno_. system, unlike the Cold
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War system, is not frozen, c.: a dynamic ongoing Eono% ‘That's i_é I
define globalization this way: it is the inexorable integration of markets,

_Sco: states and technologies to a degree never witnessed before—ina -

way that is-enabling individuals, corporations and nation-states to reach
ﬂoEa the world farther, faster, deeper and ornwvo_. than ever before, and
in a way that is onuzsw the world to reach i into individuals, corporations
and nation-states farther, faster, deeper, cheaper than ever before. This
process of globalization is also producing a powerful gnEEs from
those brutalized or left co_Ea by this new system. .

© The &.EEn idea behind Eoc&ﬁano: is free-market onES—SElSo |

more you let market forces rule and the more you open your economy to -

. free trade and competition, the more efficient and flourishing your econ-

omy will be. Globalization means the spread of free-market capitalism to

virtually every country in the world. qdon&oa. w_o_EEan also has its

own set of economic E—&lﬂrg that revolve around opening, aoamc.

lating and _Eﬁﬁ:-p your economy, in order to make it more competi-

tive and attractive to foreign investment. In 1975, at the height of the.
Cold War, only 8 perceat of countries worldwide had liberal, free-market

- capital regimes, and forcign direct investment at the time. totaled only
'$23 billion, according to the World Bank. By 1997, the number of coun-
“-tries with liberal econemic SBE& SE=E§ 28 unagr and moa_ma
_investment totaled $644 billion. -

'Unlike the Cold War system, globalization has its own dominant cul-
ture, which is why it tends to be homogenizing to a certain degree. In

* previous eras this sort of cultural homogenization happened on a
_regional Saol_s Romanization of Western Europe and the Mediter-

ranean world, the Islamification of Central Asia, North' Africd, Europe -

. and the Middle East by the Arabs and later the OzanE or the Russifi-

cation of Eastern and Central Europe and parts of Eurasia under the
Soviets. Culturally speaking, Eoc&-n»:ou has tended to involve the
spread (for better and for worse) of gﬁ:ngﬁw:osl.m.oa w_n Macs to

iMacs to Mickey Mouse.

Globalization has its own nomusn So-Eo_ow_om noaucﬁnnn:os

" miniaturization, digitization, satellite’ communications, fiber optics and
~ the Internet, which reinforce its defining uoawoo%o of integration. Once
" acountry makes the leap into the system of globalization, its elites begin-

to Egsrun this vo—.%oonﬁ “of Sﬁm..»no? and Ei&a try to locate \
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_ &osmotssnw_oggﬁaraiﬁggwgqoag.sns :

EBB&%S&S@?E%RE»EEEE&E
Bw.?gngg&ogmv&_ng8_§n5uogia§
down and I asked him what was new. The first thing he said to-me was:
“Jordan was just added to CNN's iﬁaﬁﬁiﬁgaﬁrﬁz What
,gésgiﬂg_.sﬁvogmﬂuoagsgggg
institutiol Eiiggaw%p:w%ompagiion__gmig

Eoioanﬁsrwnsgu It makes Jordanians feel more important
Eggouﬂﬁgggaggggégaséa.
o..w_og_gsaégw ‘The day after seeing Rami I happened to go -

to Israel and meet with Jacob Frenkel, governor of Israel’s Central Bank

and a University of Chicago-trained economist. Frenkel remarked that

he too was going through a perspective n_.gmo “Before, when we talked
about macroeconomics, we started by looking at the local markets, local

guwugggsgggugggggﬁg.

‘afterthought, we looked at the international economy. There was a feel-
ing that what we do is primarily our own business and then there are

some outlets where we will sell abroad. Now we reverse the perspective.

_haaﬂawiggstou__oano%ons after having decided
i—ESER_Sn rather let's manua&.&nn_ocagonwiﬁn
tgiog-agg&igsm.ango It changes your
whole perspective.”

While the defining BoﬂEdBﬂz of the Oo_u War was weight—par-
ticularly the throw weight of missiles—the defining measurement of the
globalization system is wwo&l%o& of commerce, travel, communica-
tion and innovation, The Cold War was about mEuE._ S mass-energy
* equation, e = mc3. Globalization tends to revolve around Moore’s Law,

_ i_.a_:ggnsggmgﬁomﬂ_goriég_ every

&nrsoa.o?oa@moﬁsbne- ir__nﬁo_iooiEgﬁFEoOca
‘War, the most frequeatly asked question was: “Whose side are you on?”
Fn_ogu&oa.eosoamang&.zw&naanga “To what exteat
5«o=§§§833o8ﬂ.€9«0o&€2 the second most fre-
-quently asked question was: “How big is your missile?” In globalization,
" the second most frequently asked question is: “How fast is- your
modem?” The defining document of the Cold War system was “The
Treaty.” The defining documeat of globalization is “The Deal:” The Cold
. War ﬁgggw:oﬁn&_a‘.?uoﬁ 88&5«8@3@:?5
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magazine, Cuban President maa Castro, wearing E EE_ olive &s .

EEERPE&E@E&EEE%AEE»E o
Leninist for the rest of my life.” In January 1999, Castro put on a busi- -

ness suit for a conference on globalization in Havana, to which financier
George Sol 8u5anoo.ﬂn—.wn~onouo§=§8 m:&EB io.acon.
invited. .

stnomgmooogass m&hgﬁiﬁuﬁgiﬂnwﬁ_g .
and John Maynard Keynes, who each in his own way wanted to tame &“m\

capitalism; the defining economists of the globalization system are

uogrwggﬁggs_ggwgrigaﬂs. :

unleash capitalism. Schumpeter, a former Austrian Minister of Finance

and Harvard Business School professor, expressed the view in his classic.

work Capitalism, Socialism and Democracy that the essence of capital--
ism is the process .of “creative. destruction "—the perpetual cycle of

destroying the old and less efficient product or service and replacing it -

with new, more efficient ones. E«Qaégwma_—canoﬁ.uﬁzw_.ﬁ
that “only the paranoid survive™ for the title of his book on life in Silicon
Valley, and made it in many wa; wnﬁoggaogomw_oc&gg.

capitalism. Grove Ev&sggﬁogggo industry-

transforming innovations are taking place today faster and faster. Thanks .
to these technological breakthroughs, the vo&cwir—oswoﬁg»
58:8535&0030?888%58»8.55&&53& light--
ning quick. Therefore, only the paranoid, only those who are constantly

looking over their shoulders to sce who is creating something new that

S:._aunow.ggng staying just one step ahead of them, will sur-
vive. Those countries that are most willing to let capitalism quickly

gsaaegnsavgsgﬂosggg%!@. :
directed to more innovative ones, will thrive in the era of globalization. .

gigga_mggwogsvaggnoagﬂ?
ative destruction will fall behind in this era. :

u§m§F§§8~=§§§m§§. 4

reviewing Grove’s book, neatly summarized what Schumpeter and

Grove have in common, whic h is the essence of w_cww__unnon econom-

ics. It is the notion that: “Innovation replaces tradition. The present—or

perhaps the future—replaces the past. No othing matters so much as what .

will come next, and what will come next can only arrive if what is here
Ssnoaﬁaea&.éoﬁsgsn&msaagnou—s:a
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innovation, it makes it a difficult place w live, since most people prefer
some measure of security about the future to a life lived in almost con-

stant uncertainty . . . We are not forced to re-create our relationships

with those closest to us on a regular basis. And yet that's precisely what
Schumpeter, and Grove after him, suggest is necessary to prosper

- ltoday)” o _..
Indeed, if the Cold War were a sport, it would be sumo wrestling,

says Johns Hopkins University foreign affairs professor Michael Man-

delbaum. “It would be two big fat guys in a ring, with all sorts of postur-

the end of the match, when there is a brief moment of shoving and the.
* Joser gets pushed out of the ring, but nobody gets killed”

By contrast, if globalization were a sport, it would be the 100-meter
dash, over and over and over. And no matter how many times you-
win, you have to race again the next day. And if you lose by just one-
hundredth of a second it can be as if you lost by an hour. (Just ask French
multinationals, Tn 1999, French labor laws were changed, requiring—

requiring—every employer to implement a four-hour reduction in the .

legal workweek, from 39 hours to 35 hours, with no cut in pay. Many
Freach firms wers fighting the move because of the impact it would have
on their productivity in a global market. Heari Thierry, human resources
director for Thomson-CSF Communications, a high-tech firm in the
suburbs of Paris, told The Washington Post: “Weareina worldwide com-
" petition. If we lose one point of productivity, we. lose orders. If we're.
.obliged to go to 35 hours it would be like requiring French athletes to run
the 100 meters wearing flippers. They wouldn't hiave much of a chance
.+ winning a medal.”) B " : :

" To paraphrase German political theorist Carl mogm.? the Cold War
was & world of “friends” and “enemies.” The globalization world, by
contrast, tends to tum all friends and enemies into “competitors.”

If the defining anxiety of the Cold War was fear of annihilation from:

an enemy- you knew all too well in a world struggle that was fixed and
© stable, the defining anxiety in globalization is fear of rapid change from
" an enemy you can't see, touch or fecl—a sense that your job, commu-
nity or workplace can be changed at any moment by anonymous eco-

nomic and technological forces that are anything but stable. The defining -

~ defense system of the Cold War was radar—to expose the 9—.88 coming

ing and rituals and stomping of feet, but actually very little contact, until ,
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from the other side of the wall. The defining defense system of the glob-. _°
alization era is the X-ray machine—to expose the threats coming from N
_ Globalizationulso has its own demographic pattern—a rapid acceler-
ation of the movement of people from rural areas and agricultural
lifestyles to urban areas and urban lifestyles more intimately linked with .
global fashion, food, markets and entertainment trends. o
Last, and most important, globalization has its own defining structure
of power, which is much more complex than the Cold War structure. The
Cold War system was built exclusively around nation-states. You acted
on the world in that system through your state. The Cold War was pri-

" marily a drama of states confronting states, balancing states and aligning

with states. And, as a system, the Cold War was balanced at the center by
two superstates: the United States and the Soviet Union.

The globalization system, by contrast, is built around three balances,
which overlap and affect one another. The first is the traditional balance
between nation-states. In the globalization system, the United States is
now the sole and dominant superpower and all other nations are subordi-

.nate to it to one degree or another. The balance of power between the
'United States and the other states, though, still matters for the stability of

this system. And it can still explain a lot of the news you read on the front
page of the papers, whether it is the containment of Iraq in the Middle
East or the expansion of NATO against Russia in Central Europe.

The second balance.in the globalization system is between nation-

states and global markets. These global markets are made up of millions

of investors moving money around the world with the click of a mouse. I

" call them “the Electronic Herd,” and this herd gathers in key global

financial centers, such as Wall Street; Hong Kong, London and Frank-
furt, which I call “the Supermarkets.” The attitudes and actions of the

‘Electronic Herd and the Supermarkets can have a huge impact on nation-
- states today, even to the point of triggering the downfall of governments.

Who custed Subarto in Indonesia in 19987 It wasn't another state, it was
the Supermarkets, by withdrawing their support for, and confidence in,

the Indonesian economy. You will not understand the front page of news-
papers today unless you bring the ..m:vﬂ.BE.wnB into your analysis.

- Because the United States can destroy you by dropping bombs and the

Supermarkets can destroy you by noi:«.a&:w your bonds. In onro..
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words, the United States is the dominant player in maintaining the glob- -

 alization gameboard, but it is not alone in influencing the moves on that

. gﬁTSBonBBES&-RBQ&%SE«%&oEE%E« ,

gameboard, This globalization gameboard today is a lot like a Ouija

superpower, and sometimes they are moved around by hidden hands of
the Supermarkets. B

The third balance that you have to pay attention to in the globaliza-

" tion system—the one that is really the newest of all—is the balance

between individuals and nation-states. Because globalization has brought:
down many of the walls that limited the movement and reach of people,

and because it has simultaneously wired the world into networks, it gives
more power to.individuals to influence both markets and nation-states
than at any time in history. Individuals can increasingly act on the world
stage directly—unmediated by a state. So you have today not only a
superpower, not only Supermarkets, but, as will be demonstrated later in
the book; you now have Super-empowered individuals, Some of these
Super-empowered individuals are quite angry, some of them quite won-
derful—but all of them are now able to act directly on the world stage.

; - Without the knowledge of the U.S. government, Long-Term Capital

Management—a few guys with a hedge fund in Greeawich, Connecti-

' cut—amassed more financial bets around the world thag all the foreign

" not only without much government help, but in the face of opposition

gaonggogcigum&&.%a%i&gos

 global network, declared war on the Uniied States in the late 1990s, and
. .Ecu.??ﬁ.%&&.ﬁﬁ%-ﬁwsza?g.. _
he resided in Afghanistan) as though hie were another nation-state. Think
gnggncagmga&qu%%i.gﬁ million -
- apiece, at a person! That was a superpower against a Super-empowered

angry man, Jody Williams won the Nobel Peace Prize in 1997 for her
8%@889«58%:&58%. She achieved that ban

?5;:9«8&2325.?@&5&%8« was her secret weapon
for organizing 1,000 different human rights and arms control groups on
six continents? “E-mail.” - - :

Nation-states, and the American- superpower in-particular, are still .
hugely important today, but so too now are Supermarkets and Super- -

empowered individuals, You will never understand the globalization sys-
85.onn_nguamo%&naoaﬁm%.paaigﬁwﬁnsa.

THE NEW SYSTEM

plex interaction between all three of these dctors: states bumping up

against states, states bumping up against Supermarkets, and Supermar-

kets and states bumping up against Super-empowered individuals. o
'Unfortunately, for reasons I will explain later, the system of global--

ization has come upon us far faster than our ability to retrain ourselves to.

.angagﬂuaroawnggﬁuﬁaﬁuoﬂgZom;ooﬁagu .

never even heard of the Internet in 1990, and very few people had an E-
. mail address then. That was just ten years ago! But today the Intemet,
cell phones and E-mail have become essential tools that many people,
and not only in developed countries, cannot imagine living without. It
was no different, I-am sure, at the start of the Cold War, with the first

.Bgﬂonugggggg.wgw:og. .

time for leaders and analysts of that era to fully grasp the real nature and .
dimensions of the Cold War system. They-emerged from World War II
thinking that this great war had produced a certain kind of worid, but
they soon discovered it had laid the foundations for a world very differ-
_S,Woaﬁo.oaoggm&vwg Much of what came to be seen as great
Cold War architecture and strategizing were responses on-the fly to
changing eveats and cvolving threats. Bit by bit, these Cold War strate-
%gneggggnoiguﬁau%ggs
be known as the Cold War system. . .

‘It will be no different with the globalization system, except that it

anﬁxn&ﬁoﬂotm.ﬂémo»oﬁ%5:5?%:8@:88 .
.Eﬁv%unuaSusganiuﬁgnagwwgngn :

‘just around superpowers but also around Supermarkets and Super- .

- empowered individuals. I would say that in 2000 we understand as much
sbout how today’s system of globalization is going to work as we under-
- stood about how the Cold War system was. going o work in 1946—the

year Winston Churchill gave his speech warning that an “Iron Curtain”
was coming down, cutting off the Soviet zone of influence from Western
Europe. We barely understood how the Cold War system was going to .
play out thirty years after Churchill's speech! That was when Routledge
published a collection of essays by some of the top Sovietologists, enti-

- {led Soviet Economy Towards the Year 2000. It was a good seller when it
" came out. It never occurred at that time to any of the authors that there

. wouldn’t be a Soviet economy in the year 2000. . .
~ If you want to mvuaaws how few people E_noaﬁa exactly how



16 - THE LEXUS AND THE 9....<n TREE

this system works, think about one E..uﬁ?.n fact. The two key econo-

mists who were advising Long-Term Capital Minagement, Robert C.

Merton and Myron S. Scholes, shared the Nobel Prize for economics in -
1997, roughly one year before LTCM so misunderstood the nature of risk .

in today’s highly. integrated global marketplace that it racked up the

biggest losses in hedge fund history. And what did LTCM’s two econo-’
mists win their Nobel Prize for? For their studies on how complex finan- -

cial instruments, known as derivatives, can be used by global investors to

* offset risk! In 1997 they won the Nobel Prize for managing risk. In 1998
they won the booby prize for creating risk. Same guys, same market—

new world. . . _

‘2.
o | N:\.eémgk»@wwmwm.__

At Eﬁtnr&n—?— science museum in Barcelona, I saw an exhibit that -
beautifully illustrated “chaos” A nonlinear version of a pendulum
was set up 0 that the visitor could hold the bob and start out in a cho--
sen position and with'a chosen velocity, One could then watch the
‘subsequent motion, which was also recorded with a pen ona sheet of

. paper. The visitor was then invited to scize the bob again and try to
imitate exactly the previous initial position and velocity. No matter .

- how carefully that was done, the subsequent motion was quite differ-

ent from what it was the first time . . . I asked the museum director
what the two men were doing who were standing in a corner watch-
ing us. He replied, “Oh, those are.two Dutchmen waiting to takes
away the ‘chaos.”™ Appareatly, the exhibit was about to be disman-
tled and taken to Amsterdam. But I have wondered ever since -

~ whether the services of those two Dutchmen would not be in great
demand across the globe, by -organizations that -wanted their chaos-

~ takenaway, . - . _ g

N —Murray Gell-Mann, author of The Quark and the Jaguar -

. and bring it into focus, I had to retrain myself and develop new
lenses to see it. In order to explain how, let me start with a confes-
sion that I have wanted to unburden myself of for a long, long time. Are

H\aﬁ everyone else trying to adjust to this new globalization system

~ youready? Here it is: I'ised to make up the weather reports from Beirut.

Well, actually; I didn’t make them up. That would be wrong. I “esti-

" mated” them. It was 1979 and I was working as a cub reporter in Beirut

for United Press Intérnational. I often had to work the late-night shift,
and one of the responsibilities of the late person was to file the weather
report from Beirut, which would be included in UPI's worldwide

weather roundup that went out to newspapers each day, with the highs .
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When we attempt to BoEo such difficult v_.oc_ons we .5885 tend to

cﬁrgcussaoagmgzovwooa That is a useful practice, but

it has serious limitations. When dealing with any non-linear system,
especially a complex one, you can't just think in terms of parts or aspects
and just add things up and say that the behavior of this and the behavior
of that, added together, makes the whole thing. With a complex. non-
linear system you have to break it up into pieces and then study each

_ 335_98"8&:535358:8%8:9«9&_ Only
 this way can you describe the whole system.”

Esaoa%asasatgnsaaa?a%a&s__&s,

international relations. But to have a globalist school, we: need more

studeats, professors, diplomats, journalists, 8_8 and social scientists

gﬂa&n_oea:a

:20:8@32!5038—._08388_&—.9&::5—3_.8588—8 .
a serious and professional crude look at the whole system,” says Gell-
Mann, wgsgngio-oow.coouﬁowocéiﬂgﬁﬁo@.
u58§m=§g§<82§§=wg~_o§§§mao '

this. But they don’t. Unfortunately, E»EE«ES%EoESQ«Q
including academia and most bureaucracies, prestige accrues principally

85..8&3-8@«88?58__8 Fp_._dievoao:uazoa.wg ,

* atechnology, or a culture, while discussion of the big picture is relegated
‘Sgggooﬁgo:.gﬁg We have to learn not only to

have specialists but also people whose specialty- is to spot the strong
interactions and the entanglements of the different dimensions, and then -
take a crude look at the whole. §ioo=88§§5on8gm

Eaglgmagaawﬁomeoaaug .
mo on to my cocktail party.

3

The hea_a. and the Olive Tree

- uo..._-rn.. December 29, 1998: Shimon
Biton places his cellular phone up to the .
io!lui-:-c-%oﬁmﬂnoog.-w .

- . a prayer at the holy site (Photograph by
Menahem Kahana, Agence France-Presse)

nce you recognize that globalization is the intemational system

that has replaced the Cold War system, is this all you need'to-

know to explain world affairs today? Not quite. Globalizationis

A igsuoiEnﬁnioanioagocm..ﬁnaﬁo&uagngw, -

you could probably rely on globalization to. explain almost everything.
But, alas, Eoioznsgomagvaga%snaggn.‘
women, with all their peculiar habits, traditions, longings and unpre-’

: &oBSoﬂEoE moi&—n?gwgg_w.gég&gnsv )

Egongogigsaﬂiﬁnn?ﬁgi&asgnigsﬁ 5
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old as a gnarled olive tree on the banks of the river Jordan. I first started

thinking about this while riding on a train in Japan in May 1992, eating a

sushi box dinner and traveling at 180 miles per hour.

I was in Tokyo on a reporting assignment and-had arranged to visit
~ the Lexus luxury car factory outside Toyota City, south of Tokyo. It was

one of the most memorable tours I've ever taken. At that time, the factory
was producing 300 Lexus sedans each day, made by 66 human beings
and 310 robots. From what I could tell, the human beings were there
mostly for quality control. Orily a few of them weére actually screwing in

bolts or soldering parts together. The robats were doing all the work. -
‘There were even robotic trucks that hauled materials around the fioorand -

could sense when a human was in their path and would “beep, beep,
beep” at them to move, I was fascinated watching the robot that applied

~ the rubber scal that held in place the front windshield of each Lexus. The .

' robot arm would neatly paint the hot molten rubber in a perfect rectangle
around the window. But what I liked most was that when it finished its

application there was always a tiny drop of rubber left hanging from the
tip of the robot’s finger—like the drop of toothpaste that might be leftat -

the top of the tube after you've squeezed it onto your toothbrush. At the
Lexus factory, though, this robot arm would swing around in a wide loop

until the tip met a tiny, almost invisible metal wire that would perfectly
slice' off that iast small drop of hot black rubber—Ileaving nothing left -

over. 1 kept staring at this process, thinking to myself how much plan-
" ning, design and technology it must have taken to get that robot arm to do
its job and then swing around each time, at the precise angle, so that this

little thumbnail-size wire could snip off the last drop of hot rubber for the

robot to start clean on the next window. I was impressed. .

- After touring the factory, [ went back to Toyota City and boarded the
bullet train for the ride back to Tokyo. The bullet train is aptly named, for
it has both the look and feel of a speeding bullet. As I nibbled away on
one of those sushi dinner boxes you can buy in any Japanese train station,
1 was reading that day's International Herald Tribune, and a story caught
my eye on the top right comer of page 3. It was about the daily State

'Department bricfing. State Department spokeswoman Margaret .D.
Tutwiler had given a controversial interpretation of a 1948 United
Nations resolution, relating to the right of return for Palestinian refugees
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to Israel. 1 don’t remember all the details, but whatever her interpretation
was, it had clearly agitated both the Arabs and the Israelis and sparked a
furor in the Middle East, which this story was reporting.

So there I was speeding along at 180 miles an hour on the most mod-
em train in the world, reading this story about the oldest comer of the
world. And the thought-occurred to me that these Japanese, whose Lexus

- factory I had just visited and whose train I was riding, were building the.

greatest luxury car in the world with robots. And over here, on the top of
page 3 of the Herald Tribune, the people with whom I had lived for so

. many v.oB.u in w&.::. and Jerusalem, whom I knew so well, were still
- fighting over who owned which olive tree. It struck me then that the

Lexus and the olive tree were actually pretty good symbols of this post—
Cold War era: half the world seemed to be emerging from the Cold War.
intent on building a better Lexus, dedicated to modernizing, streamlining
and privatizing their e¢onomies in order to thrive in the system of global-

' ization. And half of the world—sometimes half the samé country, some-

times half the same person—was still caught up in the fight over who

owns which olive tree. . L . : .
Olive trees are important. They represent everything that roots us,

anchors ‘us, identifies us and locates us in this world—whether it be .

" belonging to a family, a comrhunity, a tribe, a'nation, a religion or, most

of all, a place called home. Olive trees are what give us the warmth of
?BE.._ the joy of individuality, the intimacy of personal rituals, the depth
of private relationships, as well as the confidence and security to reach.
out and encounter others. We fight-so intensely at times over our olive
trees because, ‘at their best, they provide the feelings of self-esteem and
belonging that are as essential for human survival as food in the belly. °
Indeed, one reason that the nation-state will never disappear, even if it
does weaken, is because it is the ultimate olive treo—the ultimate expres-
sion of whom we belong to—linguistically, geographically wu.u. histori-
cally. You cannot be a complete person alone. You can be a rich person
alone. You can be a smart person alone. But you cannot be a complete
person alone. For that you must be part of, and rooted in, an-olive grove.

This truth was once beautifully conveyed by Rabbi Harold S. Kush-
nec in his interpretation of a scene from Gabriel Garcfa Mérquez's classic
novel One Hundred Years of Solitude: | , : :
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.angsﬁom-%oigag_aiﬁéﬁﬁiﬁzga
plague of forgetfulness, a kind of contagious amnesia. Starting with
the oldest inhabitants and working its way through the population,
Eov—na:oaeuo-g—osn.oao.&oﬁgomﬁon&agooﬂ.
mon everyday cc._ooc One young man, still unaffected, tries to limit
the damage by putting labels on everything, “This is a table,” * This is
a window,” “This is & cow; it has to be milked every morning.” And at
9«8:.-:889«88?3..882:3&.3?8%2353.«8
One reads “The name of our village is Macondo,” and the larger one
reads “God exists.” The message I get from that story is that we can,
and probably will, forget most of what we have leamed in life—the
" math, the history, the chemical formulas, the address and phone num-
cﬂonaanigiomﬁasirgtnngsna&lsuég ,

ncﬂoﬁgiaeﬁggwﬁnionaaigﬂsogns .

.-Entanﬁnaggrngsgnnvanoawrgi
EiEco_Sr

wﬁigo.o=<o§5§n&8cﬁ<5§w.Bugraou:o :

one's olive.trees, when taken to excess, can lead us into forging identi-
ties, bonds and communities based on the exclusion of others. And when
anoogio:uau:wanpaow.aigﬁozgsoﬂsgw or the
murderous Aum Shinrikyo cult in Japan or the ma.dm in Yugoslavia, they
Jlead to the extermination of others.

Oouegggmﬂcugngﬁguoi:ﬂm&ag Arme-.

nians and Azeris over who owns which olive tree are 0 venomous pre-
o.uo@ggua-eoeniroﬁ:coaroaoggsn
local world and who will not be. Their underlying logic is: I must control
 this olive tree, because if the other coatrols it, not only will I be econom-

" ically and politically under his thumb, but my whole sense of home will
s “be lost. I'll never be able to take my shoes off and relax. Few things are ~
Boaénsgsgs—s&gg&v.ﬁggo?oaﬂ

stripped away, gi&&nmo_._rgmon_..aanmo:rinsga—.:
and novelize about it. Because without a sense of home and belonging,
Eocoaouﬁacpngnnnaong Eﬁaguaazni&:normoaar

o then what does the Lexus represent? It represents an 355 _
fundamental, age-old human drive—the drive for sustenance, .

THE LEXUS >2° .—.Eu OF—<H .—.wa . ) w.w

. _Evaﬁao:r E.o%naa. and Boaﬁ.Eu»:oI it is E&.& oE in

today’s globalization system. The Lexus represents all the burgeoning

© global markets, financial institutions and computer technologies with

which we pursue higher living standards today.
Of course, for millions of uooEo in developing countries, the quest

- for material improvement still involves walking to a well, subsisting on a

dollar a day, v—oi:.m a field barefoot behind an ox or gathering wood and
carrying it on.their heads for five miles. These people still upload for a
living, not download. But for millions of others in developed countries,
this quest for material betterment and modemization is increasingly con-
ducted in Nike shoes, shopping in integrated markets and using the new
network Sogoamsu ‘The point is that while different people have dif-

ngngsﬁgsgnag&oﬁggoggsn -

globalization system, and derive highly unequal benefits from them, this

" doesn’ ﬁogwnﬁo@nﬂgsao%agago_aﬁanaﬁog

ing economic tools of the day and QoQono is either directly or indirectly
affected by them.

. 'The Lexus versus the.olive tree, though, is ._=2 a modern version % a -

“very old u8Q|Ea8u one of the oldest stories in recorded uﬁSlea )

story of why Cain slew Abel. ‘The Hebrew Bible. says in Genesis: “Cain -
said to his brother Abel; And when they were in the field, Cain rose up.

E~E§>§~§E§Eﬁ.gn§§§a8§m@

iﬁaaw.oﬁc_dg.gos And he said, ‘I do not know. Am I my.

brother’s keeper?’ And the Lord said, §§<o<o=uo=n.~§o<o_ooon, ,

<§c8§«c-8m635«8=55590w3§9 i

- If you read this paragraph closely you §8§3¢E¢c—di Bible ..
never tells us-what Cain actually said to Abel. .—dounaggg
“Cain said to his brother Abel,” and then it just stops. We are not privy to -
Eggég_uﬁggggg .
QESEEEBHigﬁgwggE%EQZ«ES_
ogy teacher, ‘Rabbi Tzvi Marx, taught me that the rabbinic sages in Gene-

+is Rabbah, ono of the fundamental rabbinic commentaries on the Bible, .
give three basic explanations of what was said. One is that the two broth- -
" ers were. arguing about a woman—Eve. After all, there was only one

zggsgaﬁonan.ﬁoﬁ% and they were arguing over
which brother would get to marry her. They were arguing over sexual

. Emggvgo?ggsgggvoasgnﬁng :
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>cn_ had cwu_ow—_w. &Snon up the io_.E caioan an. Cain had ~= the

real estate—or as the Bible says, :ggonczﬂonﬁouo__ "——and
Abel had all the movables and livestock—-"Abel became a keeper of -

: mrnou And wnoo_,&:n to this interpretation, Cain told Abel to get his
sheep off Cain's property and this triggered a fight over territory that

eventually ended with Cain slaying Abel in the heat of the argument.

They were fighting over economic development and material fulfillment.
" The third interpretation is that the two brothers had already neatly
divided everything in the world between them, except one critical thing
. that was still up for grabs: Where would the Temple be built that would
reflect their particular religious and cultural identity? Each wanted to

control that Temple and have it reflect his identity. Bach wanted that
Temple in his olive grove. .:.nv. were fighting over the i issue of Enuca. .

and which of them would be the keeper of their family" s source of legiti-
macy. So, the rabbis noted, all the basic elements. of human motivation
are potentially there in one story: the need for. sexual intimacy, the need
for sustenance and the need for a sense of identity and commuaity. I will
leave matters of sex for Ssnco% clse. This book is about the other two.

That's why I like to say that information arbitrage provides the lenses
we need to look into today’s world, but lenses alone are not enough, We
w_uo:ooa.owuoiigioﬁc_oogmﬁgmon .And what we are look-
ing at and for is how the age-old quests for material betterment and for

individuat and communal EoncaTniEo_. mo all the way back to Gene-

sis—play themselves out in today's dominant international system of
_ Ecg:upno: .—Euasngom&nroaﬁgnegrﬁqoo .

n the Cold War system, Sn most ESQ E_.oa to <o=n olive tree was
from another olive tree. It was from your neighbor coming over, vio- -

leatly &mmﬁm up your olive tree and planting his in its place: That threat
has not been eliminated today, but, for the moment, it has been dimin-
ished in many parts of the world. The biggest threat today to your olive
tree is likely to come from the Lexus—from all the anonymous, transna-
tional, homogenizing, standardizing market forces and technologies that

make up today’s globalizing cconomic system. There are some things

about this system that can make the Lexus so overpowering it can over-
run and overwhelm every olive tree in EwwnLRmE:n uoi: communi-
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ties, nSEE.o:En environments and n—.oin—:n out gno:«.lgn E_m .

tan produce a real o__<o tree backlash. But there are other things about
this system that empower even the smallest, weakest political commu-
tity to actually use the new technologies and markets to preserve their
olive trees, their culture and identity. Traveling the world in recent years,

" again and again m have come on this simultaneous wrestling match, tug-

of-war, cu:EnSn act between the Lexus and the olive tree.

The Lexus and olive tree wrestling with each other in the new system
of globalization was reflected in Norway’s. 1994 referendum about
whether or not to join the European Union. That should have been a slam -

~ dunk for Norwegians. After all, Norway is in Europe. It is a rich, devel-

oped country and it has a significant amount of intra- European trade.
Joining the EU made all the economic sense in the world for Norway in a
world of EB.S.E.« w_og__uwng. But the referendum ».E_&. because oo
many Norwegians felt joining the EU would mean uprooting too much -
of their own Norwegian identity and way of life, which, thanks to Nor-
wegian North Sea oil (sold into a global economy), the Norwegians
could still afford to preserve—without EU BoBcanv .Many Norwe-
gians looked at the EU and said to themselves, “Now let me get this
straight. I am supposed to take my Norwegian identity and deposit itinto .
a mE.o.OEE:»a. where it will be turned into Euroinush by Eurobureau-
crats paid in Eurodollars at the mE?wE-SBoE in the BEurocapital cov-
eed by Eurojournalists? Hey, no, thanks. I'd rather be Sten from
‘Norway. I'd rather cling to my own unique olive tree identity andbe a E

e less efficient economically.”

The olive tree backlashing against the Lexus is the August 1999 uSQ :
from mnEoo. by The Washington Post’s Anne Swardson, about Philippe
Folliot, the mayor of the southwestém French village of St. Pierre-
de-Trivisy~—population 610. Folliot and the St. Pierre-de-Trivisy town
council slapped a 100-percent tax on’ co:_ou of Coca-Cola sold at the -
town's camp ground, in retaliation for a tariff that the United States had
slapped on Roquefort cheese, which is produced only in the southwest- -
em French region around St. Pieme-de-Trivisy. As he. applied some
Roquefort to a piecé of crusty bread, Folliot told Swardson, “Roquefort

. :a&omoBEo.EFomoEv. one breed of sheep, it is made in only one

place in France, and it is made in only one special way. It is the opposite’
of u_ocaﬁbno:. Coca-Cola you can buy anywhere in the ionE and jt _a
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‘exactly the same, [Coke] is a-symbol of the American multinational that

wants to uniformize taste all over the planet. That's what we.arc against.”
E.Eﬁgnﬁo%ﬁnoomauwg—n&.gooiﬂ.&u story

358@8:530—3:3%0?-8&2&8?&&22?8&8?.

mental group Conservation Intemational, about when he visited the
Kayapo. Indian village of Aukre, which is located in a remote corner of
the Brazilian Amazon rain forest reached only by small-engine plane.

“Touching down on the grass landing strip we were met by the entire vil-

lage in traditional dress—and undress—and painted faces, with a smat-
tering of American bascball caps bearing random logos,” recalled
Prickett. “1 was there ‘with Conservation International to inspect the
progress of a biological research station we were running upriver with
the Kayapo. The Kayapo have defended a large chunk of intact Amazon

. for centuries through sheer force. Now they. are learning to protect it

through alliances with international scientists, conservationists and -

, géwgm%%gﬁggogumaogmg

with a Conservation Intemational store and a branch of the Body Shop,
the ecoconscious soap makers. So after a two-day stay at the biological

gugg.ioaﬁgwsnﬁgosgugg%%. .

" We had arranged for an open-air market of Kayapo culture, artifacts, bas-

kets, war clubs, mg_iguwigus?ﬁ:?goﬁﬂoé
vaoo&&.cc:wEo:;ongg%m:c.m.%:»?iog

went and sat in the men’s hut in the center of this Kayapo village, which

_ Sésasﬁa.o:a_%sq.izgaasswE.ssns._s,_.

in Bgonsoéa.:ono&nigiﬁéigwn%i.
connected to a large satellite uwu..d—o:ﬁutﬂa flipping the channels

,.gwgmoﬁvgisu_aw%_gggﬁp%g

gg&?%«%o@o&?iﬂ&%.d&ﬂ@%og

- wanted to be sure that they iﬂoognm_ﬁouaﬁﬁg_. whom they

Jet dig on the edges of their rain-forest property, the going international

_ Bs,mﬂigaﬁagnsgg_gggvansoﬂﬁag

the world gold market to protect their own unique lifestyle in the middle
of the Amazon rain forest” = )
The Lexus struggling with the olive tres-was a scene I witnessed at
NATO headquarters in Brussels. I was sitting on a couch i the lobby,
waiting for an appointment. Nearby was a lady Russian journalist,
speaking Russian into her cell phone. But what struck me most was the
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fact that she was walking in circles next o the Coke machine, undermeath .
osgougsnzzgiﬁcaﬁoﬁnuwﬁomsn&na@%
Russian troops into Pristina, Kosovo—ahead of NATO forces. A Russian

journalist, circling the Coke machine, under the CNN screen, speaking
" Russian into a cell phone, in NATO headquarters, while Kosovo
- burned—my mind couldn't contain all the contradictions.

The Lexus being exploited by the olive tree was the report in The
Economist of August 14, 1999, extitled “Cyberthugs.” It stated that “The
National Criminal Intelligence Service blamed the increasingly sophisti-
cated nature of football hooligans for the organized violence last week-
%gﬁgoméségo.éngﬁ Rival bands of thugs are -
apparently prepared to cooperate by fixing venues for fights via the Inter-
net. Information is exchanged in closed or open Websites, Some cven

 report the violence as it happens: ‘It's kicking off right now as I speak,

wrote Paul Dodd, a particularly dopey hooligan known to cyber nerds
and police alike. The police now say they surf for such Websites, hoping

‘to discover other planned attacks.”

West Side Story meets the World Wide Web.
The olive tree exploiting the Lexus is the story that came to light in

" the summer of 1999 about Adolf Hitler’s racist manifesto Mein Kampf,
_ which is banned in Germany by the German government, You cannot sell

it in any German bookstore, or publish it in Germany. But Germans- .

found that they could order the book over the Internet from Amazon.com _

and it would come-in the mail in a way that the German government was
powerless to stop. Inideed, so many Germans ordered Mein Kampf from

.Amazon.cor that in the summer of 1999 Hitler made Amazon.com’s

top-ten bestseller list for Germany. Amazon.com at first refused to stop

" shipping Mein Kampf to Germany, insisting that the English translation
was not covered by g&c..nﬂ&k%iﬁ not going to get in the

business of deciding what its customers were allowed to read. However,
%&iéwﬁ&nﬁ&.gFSBigSnga&iag

_ B-mails from all over the world that it stopped selling Hitler's works.
" 'The olive tree trumping the Lexus, and thea the Lexus then coming
.ggsggomﬁng.iﬁ%uﬁg.ﬁgwgg.

unfolded in India in the late 1990s. In the spring of 1998 Indid’s newly
clected nationalist Bharatiya Janata Party (BIP) decided to defy the
world and resumie testing its nuclear weapons. Assesting India’s right to
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capability—a pledge it fulfilled two months later with a scries of

weapons tests that sparked global sanctions and stalled investment.”

© Upon its reelection, though, Prime Minister Atal Bihari Vajpayee ,5_.5., |
even waiting for the votes to be counted before signaling his new prior-

ity: economic reform. “The priority is to build a national consensus on

. Eoggomn_ogoémsr%snﬁigawoaﬁe

it. You have to go out and compete for investments,” Vajpayee 85 the
" Indian Express newspaper. :

An example of the Lexus and olive tree forces in balance was the -

Guif Air flight I took from Bahrain to London, on which the television
monitor on my Business Class seat included a channel which, using a
global positioning satellite (GPS) linked into the airplanc’s antcuna,
g&%.gwignsvgoiasagseovnﬁﬁ!
g_waqomgaég.?g&%Eﬁu&sﬁuaa.&o-:.
oﬂﬁi&piﬁﬁgggagns,gnu&oug
changed directions, This enabled Muslim passengers, who are enjoined
' to pray five times a day facing toward Mecca, 0 always know which way
s.nsiﬁsa.%asggg:&s&n&aa?cﬁaﬁ

. anrruﬂtgaavgmgggt&nogaﬁnEQSvﬁowa .
their prayer rituals, and thanks to the GPS system, they knew just which

© waytoaim. . L . o
?Sﬁmgﬁn%oﬁoﬁnigﬁgﬁoﬂ.@g&ﬁp

so many different places that we cannot &85.. a country of mnnw..s .
The Lexus trumping the olive tree in the era of globalization was the
small item that appeared in the August 11, 1997, edition of Sports Illus-

" trated. It said: “The 38-year-old Welsh soccer club Llansantffraid has

" changed its name to ‘Total Zogo—.wwoﬂcnoa.ios&gmonc.u «So.coo
from a cellular phone company.” L S o
. gsﬁéomﬁgiﬁﬁpwsggﬁﬁomtoég

. was on display in a rather unusual Washington Times story of September
21, 1997, which reported that Russian counterintelligence officers were
88@&3%&5&«8.3«%885&38%;@%«8»
double agent than the other way around. An official of Russia’s m&on._

" THB LEXUS AND THE OLIVE TREE

" “Myfather was Abu Jihad.”

_ 4
m,ooE..E‘ mo_.sno (the successor to the NQUVL speaking on .oo:&no: of
anonymity, told the Itar-Tass news agency that a Russian spy could be
bought for a mere $1 million, while CIA operatives held out for $2 mil-

" lion to work for the other side.

At roughly the same time that this report appeared, Israel's Yedior
Aharonot newspaper published what seemed to me to be the first-cver

totally free-market intelligence scoop. Yediot editors went to Moscow

and bought some Russian spy satellite photographs of new Scud missile
bases in Syria. Then Yediof hired a private U.S. expert on satellite photos -
to analyze the pictures. Then Yedior published the whole package as.a
scoop about Syria’s new missile threat; without ever having once quoted
a government official. Who needs Decp Throat when you have deep
pockets? _ : =
Finally, my favorite “Lexus trumps olive tree in the era of globalization”
story is about Abu Jihad’s son. T was attending the Middle East Economic
Summit in Amman, Jordan, in 1995, and was having lunch by myself on -
the balcony of the Amman Marriott. Out of the blue, a young Arab man
approached my table and asked, “Are you Tom Friedman?” I said yes.
“Mr. Friedman,” the young man continued politely, “you knew my
g.ﬂ-—- . .
“Who was your father?” I asked.
* Abu Jihad, whose real name was Khalil al-Wazir, was one of the
Palestinians who, with Yasser Arafat, founded el-Fatah and later took
over the Palestine Liberation Organization. Abu Jihad, meaning “father
of struggle,” was his nom de guerre, and he was the overall commander
of Palestinian military operations in Lebanon and the West Bank in the

- days when.1 was the New York Times correspondent in Beirut. I got to
“know him in Beirut. Palestinians considered him a military hero; Israelis
“ considered him one of the most dangerous Palestinian terrorists. An

Israeli hit team assassinated Abu Jibad in his living room in Tunis on

April 16, 1988, pumping a hundred bullets into his body. 4

" “Yes, I knew your father very well—I once visited your home in Da-

mascus,” I told the young man. “What do you do?” : -
* He handed me his business card. It read: “Jihad al-Wazir, Managing

* Director, World Trade Center, Gaza, Palestine.”
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I read that card and thought t0 myself, “That's amazing. From Jesse
James to Michael Milken in one generation.” : .

1”_”,_5 challenge in this o of globalization—for countries and individ- -

uals—is to find a healthy balance between preserving a sense of
identity, home and community. and doing what it takes to survive within
the globalization system. Any society that wants to thrive economically

today must constantly be trying to build a better Lexus and driving it out .
_ into the world. But no one should have any illusions that merely partici-

pating in this global economy will make a society healthy. If that partici-
pation comes at the price of a country’s identity, if individuals feel their

olive tree roots crushed, or washed out, by this global system, thos¢ olive ,

tree roots will rebel. They will rise up and sirangle the process. Therefore

_giéomﬁoc&u&onauuﬁgtm:gigggié :

~ all of us strike this balance. A country without healthy olive trecs will
never feel rooted or secure enough to open up fully to the world and
 reach out into it. But a country that is only olive trecs, that is only roots,
and has no Lexus, will never go, or grow, very far. Keeping the two in
balance is a constant struggle. . B :

© Maybe that's why of the many stories you will read in this book my
favorite comes from my old college friend Victor Friedman, who teaches
business management at the Ruppin Institute in Israel. I telephoned him
one day to say hello and he told me he was glad that [ called because he

no longer had my phone numbers. When T asked why, he explained that -

" he no longer had his handheld computes, in which he kept everything—

his fricnds’ addresses, E-mail addresses, phione numbers and his sched-

ule for the next two years. He then told me what happeaed toit. -~ -
“We had a [desktop] computer at home that broke down. I took itto

be repaired at a computer shop in Hadera [a town in central Israel]. A

couple weeks later the shop.called and said my PC was repaired. SoI -

tossed my palm computer into my leather briefcase and drove over to
Hadera to pick-up my repaired PC. I left the shop carrying the big PC
_computer and my briefcase, which had my palm computer inside. When
I got to the car, I put my bricfcase down on the sidewalk, opened the
. trunk of my car and very 83?5%0&“9«3%3??%8
make sure that it was secure. Then I got in the car and drove off, leaving

' THE LEXUS AND THEOLIVETREE -~ . Y

my briefcase on the sidewalk. Well, as soon as T got to my office and
"looked for my briefcase I realized what had happened—and what was

. going to happen next—and I immediately called the Haderd police to tell

them ‘Don’t blow up my briefcase.’ [1t is standard Israeli police practice. .A

_ to biow apart any package, briefcase or suspicious object left on a side-

walk, because this is how many Palestinian bombs against Isracli civil-
ians have been set off. Israclis arc so well trained to protect against this -
that if you leave a package for a minute, the police will already have been
called.] I knew no one would steal the briefcase. In Israel, a thief
wouldn't touch such an object left on the sidewalk. But I was too late:
The police dispatcher told me that the bomb squad was already on the
scene and had ‘dealt with it Whea I got to the police station they handed
me back my beautiful leather briefcase with a nice neat bullet hole right
through the middle. The only thing it hurt was my handheld computer.
My Genius OP9300 took a direct hit. My whole life was in that thing and
I had never made a backup. I told the police I felt terrible for causing

. such a problem, arid they said, ‘Don’t fecl bad, it happens to everyone.’

For weeks I walked around campus with my briefcase with the bullet
hole in it to remind mysclf to stop and think more often. Most of my
management students are in the Israeli Army and as soon as they saw the
bricfcase and that bullet hole they would immediately crack up laughing,
because they knew just what had happened.”.

- After Victor finished telling me this story, he said, “By the way, send
me your E-mail address. I need to start a new address book.” - -
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worth more as a 89v§<|~§ the market 88«:5& the oBo-o:&.

.giogégggagsgﬁoggggﬂ.
- In other words, gﬁo%ﬂoo«uﬁ&&&«oﬁooﬂuﬂwg
g&ov&:g ».o.. uﬁsguﬁamn: of the Beslin Wall?

v Hu_sqinﬁcaoin«. gsusﬁﬁogomsoiéiﬂignpro

ngogiﬁgsgggnsso&g.

tions, even if half of them were bogus. They were trying to push the
gw.aagoa.auﬁnn.gs&o_o&_%orgwocég:
&E&gﬁooawinwnnscsn&gﬁn§5§nv§~§om§
countryside was by allowing villagers to hold their own elections for
 chief and make more of their own decisions. China’s authoritarian lead-
5_.%&989“8&853 £§§8a§~8a~§ who

s%ggggggggsﬁasgﬁaﬁg.

be able to hustle more and, ideally, gﬂ:@ﬁngoooaoa_%oag

gupégéomgggago?gnl :

not in the political sphere, but in the economic sphere.

woﬁswuﬁwuogagégguégpsgv?g :

‘economy growing at the rate it needs to grow. 1t will require a lot more
deconcentration of power. wcnmuaﬁag_nigsgag?
ning, and the Chinese villagers I met were just as sure.

E;woi&ugﬂa&.n_:gi__oiousoo_ogo:monor—&s.ra .
village of Gujialingzi. 'We sat around there for hours while they tallied
the votes on the blackboard of a schoolroom, I will never forget the scene
Oméggssoﬂgisa.wog&gvg%_
g&oggrigﬁgéiﬁgiﬁuiu_s A

ogwgcavsgﬁuoasgtoagués.ramc the chal-
- lenger, €B§u«9«§v§rmﬁﬂaaﬁn~§8@5&§=

- afterward. He said he was sorry tolose, but he’d seen worse. / Alot worse.

During the Cultural Révolution he’d been banished and now, twenty
years later, Hi-:EE:an. village chief (in an election ansnon by
* ateam from the United States).

Asked if he had ever lost hope during the Cultural Revolution, he

E_miaani_&uogaoaovaﬁe ..Zog_&opagoowoﬁﬁmg

6
e The ,Q&&a: .m.?E.Q.&%.& o

€o8mn=<oQB=o__Ennge.awamo—.gnﬂpwoﬂon?o .=5 :

‘ stogg.t&v!‘osgnssgg

_ —Umar Juoro, economic adviser to former ~=§u§ Prime
" Minister B. J. Habibie, describing to The New York Times -
§ little room to maneuver the Indonesian government has
o §§n3§§&§?8§2\=§§§w§>=i=wa _
_ gg@%iﬁ%aﬁu&a&lﬁu Qn_eve.nm 1999,

X" v.amiaon.givaoagnagnoai.oaagoé._
: gﬁiﬂwsgggusﬁigggﬁa

village of Heng Dao, we dropped in on a farmer-turned-
aoognira_—&woomonnnv_wuES«».EE«»B.E":SQBA_S_Q.

" television inside his brick hut. My interpreter, a Chinese studeat who was

studying in America, noticed something I never would have—that there
didn't seem to be any loudspeaker around. During Mao’s day the Com-
munist Party installed loudspeakers in the “brigades,” as small villages

ioﬂgoﬁgnggsvsﬁoﬁvauggno&ﬂggwa_ ,

exhorting the workers. We asked our host what happened to it. -
_“We took it down last year,” the villager said of the loudspeaker. Zo
one wanted to listen to it anymore. We have stereo and TV now.” What

. EoSE_nonEan:&iBnﬁ__oegpgSgEnnﬁum»mnmas
.we_ggggggﬂgﬁwao?grogsg:tg

and it wasn’t the teachings of Chairman Mao. The only message coming
from them was much simpler: “You're on on. own. Get a job. Send
money.”

A few months oﬂ:ﬂmggusﬂg__&& iaSE:u.:E_waum
crony capitalist economy going into a tailspin. I had arranged to inter-

'view Sirivat Voravetvuthikun, a Thai real estate developer who had gone
Eunsgggaoangmoigiaogggnﬁ
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poster children for the Thai crash, because they had decided to go into
the sandwich-selling business to make ends meet. This once-wealthy

couple rented out some vacant space in downtown Bangkok, set up a

sandwich-making operation with many of their former employees and
started delivering fresh ham-and-cheese around the streets of Bangkok.
- Sirivat arrived at our interview carrying a yellow picnic box strapped

C around his neck like a sandwich vendor at an American baseball game.

What I remembered most -about our. conversation, though, was the
absence of bitterness in his voice, and the much more pungent air of res-

ignation. His message was that Thailand had messed up. People knew it.

They would now have to tighten their belts and get with the program and

there wasn’t much else to say. Wasn't he mad? I asked. Didn’t he want to-

burn down some government building in anger at being wiped out? -
No, Sirivat explained to me: “Communism fails, socialism fails, s0
now there is only capitalism. We don’t want to go back to the jungle, we
all want a better standard of living, 80 you have to make capitalism work,
because you don’t have a choice. We have to.improve ourselves and fol-
low the world rules', . . Only the competitive survive, It will probably
require a national unity government, because the burden is so big.”
" A fow months after this 1 attended a lecture in Washington by Anatoly
Chubais, the architect of Russia’s failed economic reforms and privatiza-

tion. Chubais had come to Washington' to make a last-ditch appeal to-

the IMF for more aid to Russia, but at the time the still-communist-

dominated Russian Duma, or parliament, was resisting the IMPF’s condi- .

tions. The Duma was also regularly denouncing Chubais as a traitor and

foreign agent for submitting to IMF demands that Russia radically

reform its economy along real free-market lines. I asked Chubais how he
answered his critics, and he told me: “*0.K.;’ I tell them, *‘Chubais is a

spy for the CIA and [MF. But whiat is your substitute? Do you have ”.?5. .

alternative] workable ideas? " Chubais said he never gets any coherent
answer, because the communists have no alternative.

I was in Brazil a few months later, where I interviewed Fabio Feld-
mann, the former environmiental secretary of S&o Paulo and a federal
deputy in the Brazilian parliament, who was campaigning for reelection
in S#io Paulo. His office was a bechive of campaign workers, awash in
posters and other campaign paraphernalia. Feldmann is a liberal, and 1
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asked him about the nature of the political debate in Brazil today. He -
responded: “The [ideological] left in Brazil have lost their flag. The chal-
lenge of the federal government is jobs and employment. You have to
generate and distribute income. And what is the program of the left?
They don’t have proposals to generate income, only to distribute it.”
What are these stories telling us? Once the three democratizations .

" came together in the late 1980s and blew away all the walls, they also

blew away all the major ideological alternatives to free-market capital-

* ism, People can talk about alternatives to the free market and global inte-

gration, they can demand alternatives, they can insist on a “Third Way,”
but for now nene is apparent. This is very different from the first era of
globalization. During the nineteenth and early twentieth centuries, when -
the Industrial Revolution and global finance capitalism roared throagh

_ Burope and America, many people were shocked by their Darwinian bru-

tality and “dark Satanic. mills.” They destroyed old orders and hierar-

chies, produced huge income gaps and put everyone under pressure, but
 they also produced sharply rising standards of living for those who could

make a go of it. This experience triggered a great deal of debate and rev-

 olutionary theorizing, as people tried to find ways to cushion warkers -

from the cruelest aspects of free-market capitalism in that day. As Karl

" Marx and Friedrich Enigels described this era in The Communist Mani-
festo: “Constant revolutionizing of production, unintcrrupted distur-

bance of all social conditions, everlasting uncertainty and agitation
distinguish the bourgeois epoch from all earlier ones. All fixed, fast-

- frozen relations, with their train of ancient and venerable prejudices and

opinions, are swept away, all new-formed ones become antiquated
before they can ossify. All that is solid melts into air, all that is holy is
profaned, and man is at last compelled to face with sober senses, his real.
conditions of life, and his relations with his kind." )
 Eventually; people came ‘along who declared that they could take
these destabilizing, brutalizing swings out of the free market, and create
a world that would never be dependent on unfettered bourgeois capital-
ists. They would have the government centrally plan and fund every-
thing, and distribute to each worker according to his needs and-expect

 from each worker a contribution according to his abilities. The names of

these revolutionary thinkers were Engels, Marx, Lenin and Mussolini,
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~° among others. The 8._55 v_Bson. nondemocratic .&83»%8. they

- offered—-communism, socialism and fascism—helped to abort the first

era of globalization as they were tested out on'the world stage from 1917 -
101989, S , , -

‘There is only one thing to say about those alternatives: They didn't
work. And the people who rendered that judgment were the people who
_ =<&§agmo.£9§%omssaﬁwasm§35§
mosacagpﬂﬁgiéﬁai%gﬂogguﬁr
. tems—those people who are unhappy with the Darwinian brutality of
free-market capitalism don't have any ready ideological alternative now.

'When it comes to the question of which system today is the most effec- -

%oansaa&ngtgoésﬁ.s;r%%:oﬁ
The answer is free-market capitalism. Other systems may be able to dis-
tribute and divide income more efficiently and equitably, but none can

generate income to distribute as efficiently as free-market capitalism..

And more and more people now know that. So, ideologically speaking,
gwgggﬂgg&v.g:,uo.gaﬁig%

- and there is nio more lemon-lime. Today there is only free-market vanilla

and Noith Korea. There can be different brands of free-market vanilla

and you can adjust your society to it by going faster or slower. But, in the -

end, if you iBnEw_&ngE&on—gqu»ioaaﬁg"ipE.Eo

: free market is the only ideological &8.9&5 left, Oné road. Different -
~ speeds. Butone road. : . : .

o égwoﬁgaggggig :88@-5?2—8
_ of

the free market in today's global economy, and decides to abide

by them, it puts on what I call e Golden Straitjacket. The Goldea Strait-

" jacket is the defining political-économic garmeat of this globalization

apasgsiau&?zsﬁnﬁzg_.sgﬁwﬁiﬁ

Globalization has only the Golden mn.a.&nnwoﬁ If your country has not,

been fitted for one, it will be soon. - . A
The Golden Straitjacket first began to be stitched together and popu-

larized in 1979 by British Pfime Minister Margaret Thatcher—who, a3

the original seamtress of the Golden Straitjacket, will go down in his-

tory as one of the great revolutionaries of the second half of the twenticth -

century. That Thatcherite coat was soon reinforced. by Ronald Reagin

THB GOLDEN STRAITJACKET = : . 10§ -

in the United States in the 1980s, giving the straitjacket, and its rules, .
some real critical mass. It became a global fashion with the end of .
the Cold War, once the three democratizations blew away all the alter-
native fashions and all the walls that protected them. The Thatcherite-
Reaganite revolutions came about because popular majorities in these

two. major Western economies concluded that the old govemment- -
directed economic approaches simply were not providing sufficient lev-
¢els of growth. Thatcher and Reagan combined to strip huge chunks of
economic decision-making power from the state, from the advocates of -

the Great Society and from traditional Keynesian economics; and hand -

them over to the free market,

" To fit into the Golden Straitjacket a country must either adopt, or be-

seen as moving toward, the following golden rules: making the private

g&ovggﬂua%ﬁginﬁo;ggnn_oias ,
~ of inflation and price stability, shrinking the size of its state bureaucracy,
maintaining as close to a balanced budget as possible, if not a surplus,

eliminating and lowering tariffs on imported goods, removing restric-

‘tions.on foreign investment, getting rid of quotas and domestic monopo-
lies, increasing exports, privatizing state-owned industries and utilities,
deregulating capital markets, making its currency convertible, opening.
its industries, stock and bond markets to direct foreign ownership and -

investment, decegulating its economy to promote as much domestic -

competition as possible, climinating government corruption, subsidics

Egge_ggwoﬁc_o.og?gnEESog?. o

nications systems to private ownership and competition and allowing -

its citizens to choose from an amay of competing peansion options and

foeign-run pension and mutual funds. When you stitch all of these -

'Unfortunately, this Goldea Straitjacket is preity much “one size fits

all” So it pinches certain groups, squéezes others and keeps a society
.under pressure to constantly streamline its economic institutions and

%ﬁ&nmsm&ogwﬁﬁgg—o%nﬁﬁgﬁﬂn

and it’s the only model on the rack this historical scason.

~ As your country puts on the Golden Straitjacket, two things tend
to happen: your economy grows and your nomnnu‘nwnnﬁ. That is,onthe .

pieces together you have the Golden Straitjacket. —

: 9&. shuck it off, and it helps them catch up quicker than ever if they
 wear it right. Itis not always preity or gentle or comfortable. Butit'shere
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economic front the Golden mqa.awmwnn usually fosters more growth
and higher average incomes—through more trade, foreign investment,

privatization and more efficient use .of resources under the pressure of -

. global competition. But on the political front, the Golden ‘Straitjacket
narrows the political and economic, policy choices of those in power to
relatively tight parameters. That is why it is increasingly difficult these
days to find any real differences between ruling and opposition partics in
those countries that have put on the Golden Straitjacket. Once your.coun-

- try puts it on, its political choices get reduced to Pepsi or Coke—to slight

* nuances of taste, slight nuances of policy, slight alterations in design to
account for local traditions, some lopscning here or there, but never any

major deviation from the core golden rules. Govemnments—be they led
by Democrats or Republicans; Consécvatives or Labourites, Gaullists or
Socialists, Christian Democrats or Social Democrats—that deviate too
far from the core rules will see their investors stampede away, interest

rates rise and stock market valuations fall. The only way to get more ‘

room to mansuver in the Golden Straitjacket is by enlarging it, and the
only way to enlarge it is by Keeping it on tight. That's its one virtue: the
tighter you wear it, the more gold it produces and the more padding you
can then put into it for your society. B

" No wonder so much of the political debate in developed countries

today has been rediiced to arguments over minor tailoring changes in the
Golden Straitjacket, not radical alterations, When it came to economics,
" how much of a difference was there really between Bill Clinton and Bob
Dole in the 1996 American presidential election? On broad economic
. issues, <o_.<=ao Clinton essentially mm._...—. “We're in this Golden Strait-

jacket, but I have a way we can put a little more padding in the elbows -

and enlarge the middle a bit.” And Dole said in effect, “No, no, you can’t

loosen the middle at all. Keep it on tight and we'll put a litle less -

padding in the elbows.” But they were really discussing the buttonholes
on a jacket neither of them intended to alter very much—and they were
hardly alone: In the 1997 British election campaign Tony Blair vowed in
essence that if ke won, “We'll keep the Golden Straitjacket on as tight as
the Tories, but we'll add some padding to the shoulders and the chest”
while his opponent, Conservative John Major, seemed to retort, “Dop't
you dare touch a thread on that jacket. Margaret Thatcher designed it to

" be snug and by God that's the way it should stay.” No wonder Paddy
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Ashdown, the leader of Britain's Liberal Party, looked at Tony Blair and
John Major during the 1997 British election, listened to their respective
platforms and then declared that there was not a whit.of difference
between .Eon._. Ashdown sneered that Blair and Major were engaged in
“synchronized swimming.” = . . : S ,
~With the ».p: of the Cold War walls, and the rise of the Golden Strait-
jacket, I see a.lot of synchronized swimming when I travel the world
these days. Before the 1998 German elections, in which Social Democrat .

' Gerhard Schroeder defeated Cliristian Democrat Helmut Kohl, the Asso-

ciated Press quoted Karl-Josef Meiers of the German Society for Foreign
Affairs as saying of the two German candidates: “You can forget the -

labels right and left. They're all sitting in the same boat.” Korea’s Lee

Hong Koo leamed firsthand about life in the Golden Straitjacket when he
served as his country's Prime Minister in the mid-1990s. “In the old days
we used to say, ‘History dictated this or that,'” Lee remarked to me one
day. “Now we say that “market forces’ dictate this and you have to live
within [those. forces]. It took us time to understand what had happened.
We didn't realize that the victory of the Cold War was a victory for mar-
ket forces above politics. The big decisions today are whether you have a
democracy or not and whether qo:...ﬁﬁpn open economy or not. Those
are the big choices. But once you've made those big choices, politics’
becomes just political engineering to implement decisions in the narrow’
space allowed you within this system.” Lee Wwas raised in Korea’s long--
dominant Grand National Party. But after Korea's economic meltdown in -
1997-98, when the country found it had to put on the Golden Straitjacket

~ much more snugly if it was to continue to thrive and attract foreign

investment, the Korean public spurned the veteran, old-style Korean
politicians and elected longtime liberal human rights advocate Kim Das

 Jung as President, from the opposition National Congress for New Poli-

tics. But Kim asked Lee to go to Washington to be his ambassador any-
way. As Lee told me; “It would have been unthinkable in the past that
someone like myself, who was a presidential candidate from my party
Eggéﬁaggignmosiﬁgug .
an ambassador from another party, like President Kim's. But now, with
what Korea has to do to get out of this economic crisis, the differences
between me and Mr. Kim are inisignificant. We don’t have a lot of choices.”

'How-do you say “same boat” or “synchronized swimming” in Korean?
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Manmohan mg.ig.g... Finance Minister when his country
decided in 1991 to abandon decades of statist, quasi-socialist economics’

" and don the Golden Straitjacket. Sitting in his office in thie Indian Parlia-

_ment in the summer of ~8m..=o€orn.88«om9agon8=§;o.m%

" once India embarked on this route.

\We learned that there were advantages to having access (o interma-

tional capital markets, (but] the government's -ability to deliver and con- -

trol shrank the more it opened to the world. If you are operating in a

© globalized economy, perceptions of other participants matter much -

more—whether they are riglit or wrong. Then you have to take those
. Rﬁvgﬂﬁngggﬁ%gﬁﬁsgﬁgo?

EE?..ioﬁé.ioaéﬁoﬁ.gﬁgggfﬁ_

cific] concerns and aspirations 85."%"8558885:% alot
more anxiety. If you are operating an exchange-rate policy, or monetary
policy, your policies ginB&Eonigggga.w

_ . reduces your degree of freedom, even in fiscal policies. In a world in
- which capital is internationally mobile, you cannot adopt rates of taxa-

tion that are far from the rates that prevail in other countries and when
" Jabor is mobile you also can’t be out of line with others’ wages. It has
roduced the amount of maneuverability . . . I have a friend ffom a neigh-
g&é&sgas.gagﬁuwﬁ?eqiwa%
" job.1 called to congratulate him. He said; ‘Don’t congratulate me. lam
only half a ministec. The othér half is in Washington.”
. Not every country puts on the Golden Straitjacket all the way—some
just go partway or a little at a time (India, Egypt). Some.put it on and take
it off (Malaysia, Russia). Some try to tailor it to theis specific culture and
wear & fow of the buttons unfastened (Germany, Japan and France).

) gggggnﬁugbswogg.giépﬁ?
- i%agrﬁom.gmggg.gsgausﬁoﬁﬁ_

 isolated, ieumgausgzzosaaogrsgggg.ﬁ
that they can get away. with dressing their people not in a Golden Strait-

jacket, but in a plain old straitjacket (North Korea, Cube, Sudan, -

Afghanistan), But over time, this Golden Straitjacket is becoming harder

and harder for countries to avoid.- - _ T
Ogigmggvoi,psg?gg.;amoaog

of the following reaction: “Don’t tell us we have to put on'a straitjacket

THE GOLDEN STRAITIACKET . .

ues, and we will do it our own way at our own pace. Your thesis is way

Soaogﬁ_ugfrwg.pimé?awonSn&ﬁEumﬂo,gu&m.
 ferent, less restrictive model?”. _ I
To which I answer the following: “I am not saying that you have to -

. — 8.
 and plug into the global markets. We have our own culture, our awn val-

put on the straitjacket. And if your culture and- social traditions are”
opposed to the values embodied in that jacket, I certainly sympathize

with that. But I am saying this: Today's global market system, the Fast

forces that have ggﬁ:«,%?.i we communicate, how we

'World and the Golden Straitjacket were produced by large historical

invest and how we see the world. If you want to resist these changes, that

is your business. And it should be your business. But if you think that

you can resist these changes without paying an increasingly steep price, A

‘without building an increasingly high wall and without falling behind
" increasingly fast, then you are deluding yourself.”

* 'Here's why: The democratizations of finance, technology and E».Q..

 mation didn't just biow away all the walls protecting alternative sys-

tems—from Mao’s little red book to The Communist Manifesto to the

- welfare states of Western Europe to the crony capitalism of Southeast

£

Eggggoagnuﬁcganggﬂg
in the world—what I call the Electronic Herd. .
. ?Egnonﬁg#g:v%éﬁoggw.ga.é

$ 4

&8s
currency traders sitting behind computer screens all over the globe, mov-

ing their money around from mutual funds to pension funds to emerging 3

consists of the big multinational corporations who now spread their fac-

" tories around-the world, constantly shifting them to the most efficient,

low-cost producers. This herd has grown exponentially thanks to the .

. market funds, or trading on the Internet from their basements. And it also .~

>
—

gmﬁnoﬁ%ugsogoﬁgamﬂogoio%wo, A
that today it is beginning to replace governments as the primary source of -

%Enﬁgggg,gﬁssg.igga

increasingly have io run balanced budgets to fit into the Golden Steait-
jacket, their economiés become ever more dependeat on the Electronic. -

Herd for growth capital. So to thrive in today’s globalization system a.
country not only has to put on the Golden Straitjacket, it has to join this
Electronic Herd. The Electronic Herd loves the Golden Straitjacket,
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. copwﬁa:asvo&aa_ﬁocgp_ @o?aﬁwnnz__omns:oaigss

sce in‘a country, Those countries that put on the Golden Straitjacket and _
: g_ncanaaima&cv.sowoas_& E&Bﬁgo%mﬁ Those that -
don’t put it on are disciplined by the herd—either by. the herd u<o§=w or

withdrawing its money from that country. ,
Moody’s Investors Service, Duff & Phelps Credit Rating Co. ~and
Bﬂn&kﬁoﬁ;n&&o!oo%::&?-&om_ﬁgaogg

" credit-rating agencies prowl the world, consténdy sniffing over coun-

tries. They are supposed to bark loudly when they see a country slipping
out of the Golden Straitjacket (although sometimies Moody's and S&P

also lose the sceat or get caught up in euphorias, EFmo:gff_P :

and don’t bark until it’s too late).

This interaction among the Electronic. moa. Ezo__.ug and Eo
Golden mﬂpannwon is at the center of today’s globalization system. I first
realized this in February 1995, on the eve of President Clinton’s first visit
805&?~£Boo<oanm&o§=8moﬁo£9nn§ and in prepara-

noumo..ﬁowaaaasuﬁwu§woav5n§o<ooﬁmo:ao~859n ,
.gﬁﬁi&%o&ﬂvgsﬁignﬁng»&gﬁng .

Eﬁumwcoﬁﬁwngom&oﬂma:ﬁ.ndsnsgmdamo? 1
iﬁgﬁns&snsugﬁowiﬁiﬁﬁnn&oﬁﬁuﬂ; President at
all, Fuggiﬂoﬁgn%oﬁﬁo&en?nguﬁnggs

. ga%&oé@oﬁ!oo&: Canada’s Parliament at the time
: iﬁgnﬁooo:naugmor.»gmdazs&.mg._ﬁgoaov
Soﬁgggﬁoaoﬂgnsggﬁﬂgz_ﬁs&E.:om
islators. .:528&.uSnEBEEoBERmE&nauo"waﬁonnom% .
N gdwgogﬁgoééonasaaﬁoaggﬁ,
. "Moody's "would downgrade their triple-A credit rating, and therefore

Canada and every Canadian company would have to pay higher interest

| ._gsggéggnoiguﬂgé :
aﬁﬁ:&nuﬁﬁnﬁa%m J&o%ﬁ..ﬁﬁ:?&omgn.

foreign debt in relation to the size of the economy means that Canada has
become excessively vulnerable to the volatile sentiments of global finan-

_ cial markets. We _s<o suffered a tangible loss of economic sovereignty.”
 For those Canadians who might not have gotten | the point, Finance Min--

ister Paul Martin put it more bluntly: “We are in hock up to our eyeballs.”

" No, EoQE&EuiaouonEn_oB"gFggEEoZBwoa,

THE GOLDEN w._.n!._.;nnﬂ. 11

Hope. It was Eo Man from Moody’s, and the Electronic Herd, iso had
their undivided attention.

i_ﬁaaa&:woaooaomoagnroi &n:voooaouno_do o for-
midable that it could intimidate &nd enrich nation-states n<oQ bit' as 2.
B:nr as a mcvo—.voio—. ooE% )



