Globalization--Policy

Today's problems of creating private business practices to govern the operation of markets and public rules to establish and enforce intellectual property rights are even more difficult because these definitions cannot be successfully done in one nation alone, but instead will apply to the entire globe. Choices made abroad will influence options and possibilities here. And different ways of telling the "global E-conomy" story implies different stakes, concerns, and issues. 

A first way of telling the story is perhaps least satisfactory. It sees international forces sweeping past the capacity of nation’s to respond, channel, or control. The rapid development of a broad network creates great gains for each participant just as the value of the telephone increases with the number of those who likewise have phones. But because the network crosses borders, its speed of evolution depends on governments-- often jealous of their sovereignty--and their willingness to promote harmonization, or interconnection, or interoperability. From a purely American vantage point, openness is a matter of the markets for equipment and tools for networks as well. Will U.S. producers of distinctive routers and access hardware have a fair chance to sell their products? 

Thus in this vision the principal task is to assure efficient harmonization of standards to keep the network global and markets open. This may be a difficult task, becasue rules and arrangements for networks and for services and commerce are being put in place. They may themselves constitute new barriers and obstacles, either intentionally to create advantages for national champions or unintentionally as a reflection of different purposes and values. In this vision the principal task of government is to keep other governments from building barriers to the spread of the network.

A second way of telling the story sees national differences in rules and business practice not just as inconveniences but as the reflections and the generators of distinctly national patterns of use and application of information tools. There may be different E-conomy futures, routed in different social principles about matters such as privacy, consumer protection, economic safety nets, and corporate governance.  

In this second vision, a number of distinct national E-conomies could be generated as new technologies transform and are transformed by different societies: after all, the United States, France, Germany, Japan are not the same; each has distinct patterns of corporate governance, labor relations, and social welfare. In this picture we should expect the rules established and the negotiations between governments to reconcile different sets of national rules for privacy, security, and intellectual property to be as difficult as, say, negotiations over reconciling tax systems or airline landing rights. 

The United States now has a first mover advantage because it is the heartland of the first wave of internet build-out. But it must as it makes policy ask not only how the rules it makes affect the development of our own system but also how, if others make analogous rules, the long-run interest of network users and U.S. producers will or will not be served.

In this vision, the principal task of the U.S. government is to make sure that the differences between national E-conomies do not impede the seamless flow of information and value, while at the same time making sure that enough freedom of action is retained for the U.S. E-conomy to evolve in a way that fits U.S. politics, culture, and society.

A third view of globalization is that globalization is not a wiping away of national boundaries but rather a series of often unexpected economic and social challenges from foreign sources.  In this innovation-based economy, a successful comparative advantage or productive position in one phase is no guarantee of leadership in the next. 

Indeed, the label "globalization" emerged along with the unexpected Japanese challenge to American manufacturing discussed above.  And the response of American producers was not a matter of imitation but of first understanding the value of Japanese innovations in production, and then creating distinctive strengths that fit American practices: becoming not more like them but more like us.  

In this global economy it is not obvious what the source of the next market and technology disjuncture will be. It is not clear whether it will manifest itself as a challenge to established American comparative advantages or as a complementarity to the American economy. The great challenge to American manufacturing preeminence in mass production came from Asia. The challenge to American producers of networking technology may well come from Europe. Already the clear European surge in wireless application and deployment has led many American producers to turn to Europe to commercialize and hone innovations. And within Europe it is the Finnish economy that appears to be the hot spot of entrepreneurship and innovation--a happening that was unpredicted early in this decade, when discussions of the Finnish economy focused on the length of the depression that would be induced by the collapse of the Soviet Union.  

The three stories of globalization point to the stakes and tasks. American leadership today depends on sustaining the transformation at home, on assuring that the interconnected global network works with common or compatible national rules and with open markets for equipment, and in using innovations in business practice and technology deployment both as benchmarks to spur innovation and as sources of lessons to be learned and absorbed.

