uring the second half of the
DZOth century, the United

States became the world’s
leading power both militarily and
economically. While we still have
a commanding position in world
leadership, our prominence is erod-
ing in the 21st century. The global
economy has changed the way the
world operates.

The decisions we make here in
the United States can no longer
be focused solely on their impor-
tance to us alone. That includes the
choices we make in all endeavors:
governmental, military, industrial,
scientific, educational, labor man-
agement, environmental, and even
religious. The ethnocentric atti-
tude we developed after WWII that
“what’s good for the U.S. is good for
the world” weakens us in a global
economy. To be successful in the
21st century requires an under-
standing of the factors that trans-
formed everyday international trade
into the global economy. Making
decisions today is a far more com-
plicated process. Input and results
are globally intertwined. Innovative
thinking is crucial for success in all
matters in today’s world.

In 2005, Thomas Freeman declared
that “the world is flat” in his book
by that title. He was not describing
a new geography but telling us tech-
nology had leveled the knowledge
horizons that previously separated
nations and continents. People
around the world now learn what is
happening with each other almost
instantly. Totalitarian governments
can no longer shield their citizens
from the basic freedoms enjoyed in

continued on page 12
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we make here in
the United States
can no longer be
focused solely on
their importance

to us alone.
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continued from page 10

many other countries. Consumer-
oriented lifestyles of the Western
Hemisphere are the new standard
to want and to have in develop-
ing countries. Breaking news from
financial centers around the world
is reported 24 hours a day by the
likes of CNN, BBC, and CNBC,
especially on the Internet. New
York’s position as a key financial
center now suffers from its posi-
tion in the 24-hour business day.
As a country we are at the end of
the 24-hour day, which starts at the
International Date Line west of us
in the Pacific Ocean. Thus breaking
world business and financial news
is reported in other financial centers
before we in the U.S. even wake up.
The explosion of instant knowledge
is part of the global economy, but
there are other factors that define it
and control it for better or worse.

Politicians often run campaigns on
promises to create jobs by bring-
ing manufacturing back to the U.S.
What they fail to understand is that
no one ever voted in a free elec-
tion to close the furniture or textile
industries or other businesses in the
U.S. We did not vote with an “X” in
a box, but we voted with our dollars.
Personal finances are a major influ-
ence on how we think and act in the
U.S., and that is the same for most
people around the world. When
mass marketers and even higher-
end retailers offered lower prices
for consumer goods, we rushed
to their stores. Within a few years
many U.S. manufacturers went out
ofbusiness. The fact that these prod-
ucts came from offshore sources,
primarily China and the Far East,
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When mass marketers
and even higher-end
retailers offered lower
prices for consumer
goods, we rushed to
their stores. Within a
few years many U.S.
manufacturers went out
of business. The fact that
these products came
from offshore sources,
primarily China and the

Far East, did not matter.

did not matter. Prices ruled. Sure,
we blamed China after the fact, but
it was too late. We became addicted
to lower prices. Even if we are will-
ing to again accept higher prices for
U.S.-made goods, our manufactur-
ing infrastructure has been disas-
sembled, so a rapid return of U.S.
production and jobs is not feasible.
Where industry has returned it is
more automated to meet world
competition, requiring far fewer
employees than before the global
economy drove business offshore.

China, with 1.3+ billion people,
became a major factor in the global
economy in the 21st century. The
population is not the sole contribut-
ing factor. Per capita consumption
and infrastructure requirements

for China and its industries devel-
oped simultaneously at a speed
and level never experienced in the
world’s history. Remember how
the U.S. championed democracy
and capitalism over the “evils” of
communism? We emphasized the
importance of a strong consumer
economy, never thinking commu-
nism and capitalism could coexist.
China, for the first time in history,
combined both into one society and
entered the 21st century as if shot
out of a cannon.

Chinese leaders, educated in the
benefits of a capitalist environ-
ment for an export-focused econ-
omy, were not encumbered by the
bureaucracy and multiple regula-
tions we in a democratic society
placed on ourselves over the sec-
ond half of the 20th century. In less
than two decades, China built the
infrastructure of a modern nation
while promoting a capitalistic busi-
ness climate. China creates a new
millionaire almost daily and adds
billionaires to its ranks annually.
Capitalism flourishes at a historic
rate within a communist govern-
ment. Is the U.S. wrong to be con-
cerned about the environment and
people’s rights when growth con-
flicts with progress? We can argue
whether our path is right or wrong,
but we cannot deny what is hap-
pening. What are we going to do
about it? The thought processes
that served us well in the second
half of the 20th century are out of
tune with the global economy of the
21st century.

Few could have predicted the rapid

rise of China in the 21st century.
There was no historical precedent.

Tennessee s Business Vol. 22, No. 1
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However, there were signs in the
last decades of the 20th century
that our leadership role in the world
based on military strength and a
consumer-driven economy might
have weaknesses. During the 1960s
our military might and political
powers were not enough to prevent
a communist takeover in the small,
distant land of Vietnam. We led our
allies to victory in WWII by draw-
ing on our natural resources from
within our own boarders, yet by
1970 we had to import fuel and suf-
fered a blow when Saudi Arabia cut
off supplies in 1974. Our automo-
tive industry failed to foresee the
future impact when the first Japa-
nese cars came ashore in California
in the 1970s. We entered the 21st
century with only three U.S. auto-

Middle Tennessee State University

mobile manufacturers remaining of
the many serving our market at the
end of WWII. Two had to be bailed
out of bankruptcy by our govern-
ment. It took a financial disaster to
change the thinking of a whole U.S.
industry and return it to a competi-
tive level in the global economy.
Other industries have suffered simi-
lar fates because they did not adjust
to the global economy.

Population growth alone is not an
adequate indicator of influence on
the global economy. Various oil
crises since the 1970s have been
resolved by finding new sources,
but ultimately the supply is finite as
is the supply of all of the world’s
raw materials. Even something as
basic as potable water for personal

T T T
2020 2025 2030

and agricultural use is now an issue
in many regions. In our “world
is flat” global economy, the per
capita consumption of goods and
services is critical. As third-world
populations learn what we in the
Western Hemisphere have, they
are demanding more. China, with a
population of 1.3 billion, provides
reason alone to study the impact of
major changes in per capita con-
sumption levels. Today a person in
China uses three times the goods
and services per capita as does a
person in Bangladesh, while we in
the U.S. use 35 times the per capita
rate of Bangladesh. The Chinese
population is just waking up to a
consumer-driven culture.

continued on page 14
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continued from page 13

In 2012 it was announced that
China had registered its billionth
cell-phone user. That number is
nearly three times the popula-
tion of the U.S. Fifteen percent of
the Chinese population is licensed
to drive. Not all have a car, since
many drive a bus, truck, or taxi. In
the not-too-distant future, the per-
centage of drivers will grow to 20
percent. That five-percent increase
in China alone will require another
65,000,000 vehicles, equal to the
total production of vehicles in the
U.S. over four to five years. Now
add in televisions, dishwashers, and
all the other accoutrements of our
standard of living, and see what the
impact will be on the finite supply
of materials.

Turn again to China as an example
of'a country that leaped from ancient
times into the 21st century. The
U.S. and Europe had over 100 years
to develop the infrastructures that
support our economies, including
our vast system of landline phones,
roads, and airports. Many are now
showing their age and sometimes
fail us. China, without this history,
installed country-wide cellphone
systems in a matter of years. Its air-
ports, ocean ports, and train lines,
all new since the beginning of the
21st century, are among the most
efficient and modern in the world.
Multiply that fact by the awaken-
ing of India and other nations in
the Far East, and extrapolate the
impact on world supplies of mate-
rials, financial resources, and the
pressures on governments to meet
the demands of citizens. The global
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More efficient use of the
world’s raw materials is
critical to extending their
benefits for mankind.
Integrating third-world
economies into the 21st
century must be done
with care and forethought
so as not to cause undue
harm to world economies
and the environment but
still satisfy the desire for
a better lifestyle for those

people.

economy has fostered a new world
order and requires new thinking to
survive and address conflicts as the
gap between consumption levels
and available resources becomes
ever smaller.

In a global economy we no longer
live in a vacuum. Even decisions
made in small-town America will
affect or be affected by the global
economy. A fresh and innovative
approach must be incorporated into
every decision our leaders make
in all fields of endeavor. We have
a difficult hurdle to overcome in
our own society. As a voting public

we are not willing to support those
leaders who propose solutions for
the long term. We want answers to
today’s problems today. We believe
tomorrow’s crisis will be for others
to solve. This philosophy is detri-
mental to us as individuals and as
a nation. Innovative thinking is not
just a matter of success for the 21st
century but a matter of survival.

Our youth must learn what is hap-
pening in the world and be bet-
ter trained in the interdisciplinary
nature of one’s actions. More effi-
cient use of the world’s raw mate-
rials is critical to extending their
benefits for mankind. Integrating
third-world countries into the 21st
century must be done with care
and forethought so as not to cause
undue harm to world economies
and the environment but still satisfy
the desire for a better lifestyle for
these people. Religious and politi-
cal conflicts that separate nations
must find peaceful resolutions. The
global economy makes weapons of
war almost as available as consumer
goods. In the global economy ter-
rorists and peaceful nations alike
have access to the same technolo-
gies. A few can wreck the destruc-
tion that used to take armies.

Innovation in the 21st century is not
just something for developing new
consumer products but critical at all
levels of endeavor in a world driven
by the global economy. This must
be the challenge we put before our
youth as they prepare themselves to
lead us well into the 21st century. =

Pete Barile is the president of Dan-
iel Paul Chairs.
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Pete Barile discusses the history of the development of the global economy and the many challenges it presents.
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