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		THE POST-AMERICAN WORLD

		Fareed Zakaria is host of CNN’s flagship international affairs program (Fareed Zakaria GPS), Editor-at-Large of TIME, a Washington Post columnist and a New York Times bestselling author. He was described in 1999 by Esquire as ‘the most influential foreign policy advisor of his generation’. In 2010, Foreign Policy named him as one of the Top 100 global thinkers. He lives in New York City.

	
		For
 Arshad Zakaria

	
		Growth takes place whenever a challenge evokes a successful response that, in turn, evokes a further and different challenge. We have not found any intrinisic reason why this process should not repeat itself indefinitely, even though a majority of civilizations have failed, as a matter of historical fact.

		Arnold J. Toynbee
A Study of History

	
		Preface

		The first edition of The Post-American World was written in 2006 and 2007, when America was at the center of the world. The American economy was booming and, despite the setbacks in Iraq, people could not but be impressed by Washington’s military power, which, since 9/11, had been deployed across the world on a scale unmatched in human history. American culture reigned supreme everywhere from Latin America to China. And whatever anyone thought of George W. Bush, there was still a general feeling that America represented the world’s most advanced form of capitalism, run and regulated in a sophisticated fashion. The book was published in the middle of 2008, when the financial crisis had just begun. The Bear Stearns bailout, in March 2008, seemed to have stabilized the system, and the Dow Jones Industrial Average crept up to 13,000. That fall, the financial system collapsed and with it the American economy,
			which contracted by 6 percent in the last quarter and shed almost four million jobs in six months, the largest such decline since the 1930s. The contraction in global trade was actually worse than that of the 1930s.

		I would be lying if I said that I had predicted any of this. While I did mention the dangers of cheap credit and wrote about a looming financial crisis, I thought it would be the garden-variety kind most countries periodically go through, not the seismic shock that actually took place. However, contrary to most predictions by most experts, the effect of the crisis was to accelerate the forces that I described in the book. The financial crisis hastened the rise of the post-American world. Goldman Sachs has twice revised its predictions of when China will overtake the United States as the world’s largest economy, and it will surely revise them again in light of the slower growth rates caused by the crisis.

		The conventional wisdom was that when the West sneezed, the rest would catch pneumonia—that had been the experience in the past. But this time, the emerging nations of the world had achieved a critical mass and were now able to withstand the dramatic decline in growth in the Western world. In fact, in retrospect, it seems wrong even to describe it as “the global financial crisis.” For China, India, Brazil, and Indonesia, this has not been much of a crisis. It has resulted in an acceleration of the power shift I described in the book, giving it new force and greater scope. In this edition, I try to explain the consequences of the financial crisis, the resulting changes in power, diplomacy, and national psyche. China is today a country very different from the one it was just three years ago.

		One more big change: Barack Obama became president, and he arrived in the Oval Office with an awareness of the trends described in the book. That meant that the book needed to reflect the new political realities in Washington, some of which were positive, others as depressing as ever. I remain convinced that the United States can adapt and adjust to the new world I describe, but the challenges have become greater and more complex, and I outline them with some new research and reflections on the way technology and globalization have combined to create a real crisis of employment for Americans. I also remain convinced that the geopolitical challenge of living in a world without a central, dominant power is one that will be acutely felt everywhere, and this too has been amply illustrated over the last few years.

		The new edition incorporates my views on the financial crisis and its effects, the challenges and opportunities for the American economy, and the nature of the new global geopolitics. They are worked in throughout the book, not in any one place. Nowhere have I altered my basic views, so a reader who thought I was wrong three years ago is unlikely to be persuaded that I am now right. I felt that it was important to preserve the basic integrity of the work. I still believe that the challenge for all of us in the twenty-first century will be to live and prosper in this new and very different world.

	
		1

		The Rise of the Rest

		This is a book not about the decline of America but rather about the rise of everyone else. It is about the great transformation taking place around the world, a transformation that, though often discussed, remains poorly understood. This is natural. Changes, even sea changes, take place gradually. Though we talk about a new era, the world seems to be one with which we are familiar. But in fact, it is very different.

		There have been three tectonic power shifts over the last five hundred years, fundamental changes in the distribution of power that have reshaped international life—its politics, economics, and culture. The first was the rise of the Western world, a process that began in the fifteenth century and accelerated dramatically in the late eighteenth century. It produced modernity as we know it: science and technology, commerce and capitalism, the agricultural and industrial revolutions. It also produced the prolonged political dominance of the nations of the West.

		The second shift, which took place in the closing years of the nineteenth century, was the rise of the United States. Soon after it industrialized, the United States became the most powerful nation since imperial Rome, and the only one that was stronger than any likely combination of other nations. For most of the last century, the United States has dominated global economics, politics, science, and culture. For the last twenty years, that dominance has been unrivaled, a phenomenon unprecedented in modern history.

		We are now living through the third great power shift of the modern era. It could be called “the rise of the rest.” Over the past few decades, countries all over the world have been experiencing rates of economic growth that were once unthinkable. While they have had booms and busts, the overall trend has been unambiguously upward. Even the economic rupture of 2008 and 2009 could not halt or reverse this trend; in fact, the recession accelerated it. While many of the world’s wealthy, industrialized economies continued to struggle with slow growth, high unemployment, and overwhelming indebtedness through 2010 and beyond, the countries that constitute “the rest” rebounded quickly. India’s annual growth rate slowed to 5.7 percent in 2009, but hummed along at a 9.7 percent rate in 2010. China’s GDP growth never fell below 9 percent.

		This economic success was once most visible in Asia but is no longer confined to it. That is why to call this shift “the rise of Asia” does not describe it accurately. In 2010, 85 countries grew at a rate of 4 percent or more. In 2006 and 2007, that number was 125. That includes more than 30 countries in Africa, two-thirds of the continent. Antoine van Agtmael, the fund manager who coined the term “emerging markets,” has identified the 25 companies most likely to be the world’s next great multinationals. His list includes four companies each from Brazil, Mexico, South Korea, and Taiwan; three from India; two from China; and one each from Argentina, Chile, Malaysia, and South Africa.

		Look around. The tallest building in the world is now in Dubai. The world’s richest man is Mexican, and its largest publicly traded corporation is Chinese. The world’s biggest plane is built in Russia and Ukraine, its leading refinery is in India, and its largest factories are all in China. By many measures, Hong Kong now rivals London and New York as the leading financial center, and the United Arab Emirates is home to the most richly endowed investment fund. Once quintessentially American icons have been appropriated by foreigners. The world’s largest Ferris wheel is in Singapore. Its number one casino is not in Las Vegas but in Macao, which has also overtaken Vegas in annual gambling revenues. The biggest movie industry, in terms of both movies made and tickets sold, is Bollywood, not Hollywood. Even shopping, America’s greatest sporting activity, has gone global. Of the top ten malls in the world, only
			one is in the United States; the world’s biggest is in Dongguan, China. Such lists are arbitrary, but it is striking that twenty years ago, America was at the top in many, if not most, of these categories.

		It might seem strange to focus on growing prosperity when there are still hundreds of millions of people living in desperate poverty. But in fact, the share of people living on a dollar a day or less plummeted from 40 percent in 1981 to 18 percent in 2004, and is estimated to fall to 12 percent by 2015. China’s growth alone has lifted more than 400 million people out of poverty. Poverty is falling in countries housing 80 percent of the world’s population. The 50 countries where the earth’s poorest people live are basket cases that need urgent attention. In the other 142—which include China, India, Brazil, Russia, Indonesia, Turkey, Kenya, and South Africa—the poor are slowly being absorbed into productive and growing economies. For the first time ever, we are witnessing genuinely global growth. This is creating an international system in which countries in all parts of the world are no longer
			objects or observers but players in their own right. It is the birth of a truly global order.

		The emerging international system is likely to be quite different from those that have preceded it. One hundred years ago, there was a multipolar order run by a collection of European governments, with constantly shifting alliances, rivalries, miscalculations, and wars. Then came the bipolar duopoly of the Cold War, more stable in many ways, but with the superpowers reacting and overreacting to each other’s every move. Since 1991, we have lived under an American imperium, a unique, unipolar world in which the open global economy has expanded and accelerated dramatically. This expansion is now driving the next change in the nature of the international order.

		The rise of the rest is at heart an economic phenomenon, but it has consequences for nearly every other sphere of life. At the politico-military level, we remain in a single-superpower world. But in all other dimensions—industrial, financial, educational, social, cultural—the distribution of power is shifting, moving away from American dominance. That does not mean we are entering an anti-American world. But we are moving into a post-American world, one defined and directed from many places and by many people.

		As countries become stronger and richer, we’re likely to see more challenges and greater assertiveness from rising nations. In one month in 2008, India and Brazil were willing to frontally defy the United States at the Doha trade talks, Russia attacked and occupied parts of Georgia, and China hosted the most spectacular and expensive Olympic Games in history. Ten years ago, not one of the four would have been powerful or confident enough to act as it did. Even if their growth rates decline, which they surely will, these countries will not quietly relinquish their new roles in the global system.

		A related aspect of this new era is the diffusion of power from states to other actors. The “rest” that is rising includes many nonstate actors. Groups and individuals have been empowered, and hierarchy, centralization, and control are being undermined. Functions that were once controlled by governments are now shared with international bodies like the World Trade Organization and the European Union. Nongovernmental groups are mushrooming every day on every issue in every country. Corporations and capital are moving from place to place, finding the best location in which to do business, rewarding some governments while punishing others. Terrorists like Al Qaeda, drug cartels, insurgents, and militias of all kinds are finding space to operate within the nooks and crannies of the international system. Power is shifting away from nation-states, up, down, and sideways. In such an atmosphere, the traditional applications of
			national power, both economic and military, have become less effective.

		What do these changes portend for the United States and its dominant position in the world? What will the “rise of the rest” mean in terms of war and peace, economics and business, ideas and culture?

		In short, what will it mean to live in a post-American world?
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		The Cup Runneth Over

		Imagine that it is January 2000, and you ask a fortuneteller to predict the course of the global economy over the next several years. Let’s say that you give him some clues, to help him gaze into his crystal ball. The United States will be hit by the worst terrorist attack in history, you explain, and will respond by launching two wars, one of which will go badly awry and keep Iraq—the country with the world’s third-largest oil reserves—in chaos for years. Iran will gain strength in the Middle East and move to acquire a nuclear capability. North Korea will go further, becoming the world’s eighth declared nuclear power. Russia will turn hostile and imperious in its dealings with its neighbors and the West. In Latin America, Hugo Chávez of Venezuela will launch the most spirited anti-Western campaign in a generation, winning many allies and fans. Israel and Hezbollah will fight a war in southern Lebanon,
			destabilizing Beirut’s fragile government, drawing in Iran and Syria, and rattling the Israelis. Gaza will become a failed state ruled by Hamas, and peace talks between Israel and the Palestinians will go nowhere. “Given these events,” you say to the sage, “how will the global economy fare over the next decade?”

		This is not really a hypothetical. We have the forecasts of experts from those years. They were all wrong. The correct prediction would have been that, between 2000 and 2007, the world economy would grow at its fastest pace in nearly four decades. Income per person across the globe would rise at a faster rate (3.2 percent) than in any other period in history. In 2008, that growth collapsed in the Western world, but the cause was an economic shock, not a political shock.

		In the two decades since the end of the Cold War, we have lived through a paradox, one we experience every morning when reading the newspapers. The world’s politics seems deeply troubled, with daily reports of bombings, terror plots, rogue states, and civil strife. And yet the global economy forges ahead. As the events beginning with the collapse of Lehman Brothers reminded us, markets do panic—but over economic, not political news. The front page of the newspaper often seems unconnected to the business section.

		I remember speaking to a senior member of the Israeli government a few days after the war with Hezbollah in July 2006. He was genuinely worried about his country’s physical security. Hezbollah’s rockets had reached farther into Israel than people had believed possible, and the Israeli military response had not inspired confidence. Then I asked him about the economy—his area of competence. “That’s puzzled all of us,” he said. “The stock market was higher on the last day of the war than on its first! The same with the shekel [Israel’s currency].” The government might have been spooked, but the market wasn’t.

		Or consider the Iraq War, which caused deep, lasting chaos in the country and sent over two million refugees crowding into its neighbors. That kind of political crisis seems certain to spill over. But to travel in the Middle East these past years is to be struck by how little Iraq’s troubles destabilized the region. Everywhere you go, people angrily denounce the invasion. But where is the actual evidence of regional instability? Most Middle Eastern countries—Jordan, Saudi Arabia, and Egypt, for example—boomed over the last decade. Turkey, which shares a border with Iraq, averaged 7 percent annual growth between the start of the war and 2008. During the worst years of the conflict, Abu Dhabi and Dubai, one hour from Baghdad by plane, erected eye-catching, iconic skyscrapers as if they were on another planet. The countries that did involve themselves in Iraq—Syria and Iran—operate largely outside the global economy and
			thus have less to lose by making trouble.

		What explains this mismatch between a politics that spirals downward and an economy that steams along? First, it’s worth looking more carefully at the cascade of bad news. It seems that we are living in crazily violent times. But don’t believe everything you see on television. Our anecdotal impression turns out to be wrong. War and organized violence have declined dramatically over the last two decades. Ted Robert Gurr and a team of scholars at the University of Maryland’s Center for International Development and Conflict Management tracked the data carefully and came to the following conclusion: “the general magnitude of global warfare has decreased by over sixty percent [since the mid-1980s], falling by the end of 2004 to its lowest level since the late 1950s.”1 Violence increased steadily throughout the Cold War—increasing sixfold between
			the 1950s and early 1990s—but the trend peaked just before the collapse of the Soviet Union in 1991 and “the extent of warfare among and within states lessened by nearly half in the first decade after the Cold War.” Harvard’s polymath professor Steven Pinker argues “that today we are probably living in the most peaceful time in our species’ existence.”2

		One reason for the mismatch between reality and our sense of it might be that, over these same decades, we have experienced a revolution in information technology that now brings us news from around the world instantly, vividly, and continuously. The immediacy of the images and the intensity of the twenty-four-hour news cycle combine to produce constant hyperbole. Every weather disturbance is “the storm of the century.” Every bomb that explodes is BREAKING NEWS. It is difficult to put this all in context because the information revolution is so new. We didn’t get daily footage on the roughly two million who died in the killing fields of Cambodia in the 1970s or the million who perished in the sands of the Iran-Iraq war in the 1980s. We have not even seen much footage from the war in Congo in the 1990s, where millions died. But now, almost daily, we see live broadcasts of the effects of IEDs or car bombs or
			rockets—tragic events, to be sure, but often with death tolls under ten. The randomness of terrorist violence, the targeting of civilians, and the ease with which modern societies can be penetrated add to our disquiet. “That could have been me,” people say after a terrorist attack.

		It feels like a very dangerous world. But it isn’t. Your chances of dying as a consequence of organized violence of any kind are low and getting lower. The data reveal a broad trend away from wars among major countries, the kind of conflict that produces massive casualties.

		I don’t believe that war has become obsolete or any such foolishness. Human nature remains what it is and international politics what it is. History has witnessed periods of calm that have been followed by extraordinary bloodshed. And numbers are not the only measure of evil. The nature of the killings in the former Yugoslavia in the early 1990s—premeditated, religiously motivated, systematic—makes that war, which had 200,000 casualties, a moral obscenity that should register very high on any scale. Al Qaeda’s barbarism—cold-blooded beheadings, the deliberate targeting of innocents—is gruesome despite its relatively low number of casualties.

		Still, if we are to understand the times we are living in, we must first accurately describe them. And they are, for now, in historical context, unusually calm.

		The Islamic Threat

		Islamic terror, which makes the headlines daily, is a large and persistent problem, but one involving small numbers of fanatics. It feeds on the dysfunctions of the Muslim world, the sense (real and imagined) of humiliation at the hands of the West, and easy access to technologies of violence. And yet, does it rank as a threat on the order of Germany’s drive for world domination in the first half of the twentieth century? Or Soviet expansionism in the second half? Or Mao’s efforts to foment war and revolution across the Third World in the 1950s and 1960s? These were all challenges backed by the power and purpose of major countries, often with serious allies, and by an ideology that was seen as a plausible alternative to liberal democracy. By comparison, consider the jihadist threat. Before 9/11, when groups like Al Qaeda operated under the radar, governments treated them as minor annoyances, and they
			roamed freely, built some strength, and hit symbolic, often military targets, killing Americans and other foreigners. Even so, the damage was fairly limited. Since 2001, governments everywhere have been aggressive in busting terrorists’ networks, following their money, and tracking their recruits—with almost immediate results. In Indonesia, the largest Muslim nation in the world, the government captured both the chief and the military leader of Jemaah Islamiah, the country’s deadliest jihadist group and the one that carried out the Bali bombings in 2002. With American help, the Filipino army battered the Qaeda-style terrorist outfit Abu Sayyaf. The group’s leader was killed by Filipino troops in January 2007, and its membership has declined from as many as two thousand guerrillas six years ago to a few hundred today. In Egypt and Saudi Arabia—Al Qaeda’s original bases and targets of attack—terrorist cells have been rounded up, and those still at
			large have been unable to launch any new attacks in six years. Finance ministries—especially the U.S. Department of the Treasury—have made life far more difficult for terrorists. Global organizations cannot thrive without being able to move money around, and so the more terrorists’ funds are tracked and targeted, the more they have to resort to small-scale and hastily improvised operations. This struggle, between governments and terrorists, will persist, but it is the former who have the upper hand.

		In Iraq, where terrorist attacks have declined, a complication that is revealing has weakened Al Qaeda. In its original fatwas and other statements, Al Qaeda made no mention of Shiites, condemning only the “Crusaders” and “Jews.” But Iraq changed things. Searching for ways to attract Sunni support, Al Qaeda morphed into an anti-Shiite group, espousing a purist Sunni worldview. The late Abu Mussab al-Zarqawi, the head of Al Qaeda in Mesopotamia, bore a fierce hatred for Shiites derived from his Wahhabi-style puritanism. In a February 2004 letter to Osama bin Laden, he claimed, “The danger from the Shia … is greater … than the Americans. … [T]he only solution is for us to strike the religious, military, and other cadres among the Shia with blow after blow until they bend to the Sunnis.” If there ever was a debate between him and bin Laden, Zarqawi won. As
			a result, a movement that had hoped to rally the entire Muslim world to jihad against the West was dragged into a dirty internal war within Islam.

		The split between Sunnis and Shiites is only one of the divisions within the Islamic world. Within that universe are Shiites and Sunnis, Persians and Arabs, Southeast Asians and Middle Easterners, and, importantly, moderates and radicals. Just as the diversity within the communist world ultimately made it less threatening, so do the many varieties of Islam undermine its ability to coalesce into a single, monolithic foe. Some Western leaders speak of a single worldwide Islamist movement—absurdly lumping together Chechen separatists in Russia, Pakistani-backed militants in India, Shiite warlords in Lebanon, and Sunni jihadists in Egypt. In fact, a shrewd strategist would emphasize that all these groups are distinct, with differing agendas, enemies, and friends. That would rob them of their claim to represent Islam. It would also describe them as they often really are: small local gangs of misfits hoping to attract attention through
			nihilism and barbarism.

		Conflicts involving radical Islamic groups persist, but these typically have more to do with specific local conditions than with global aspirations. Although North Africa has seen continued terror, particularly in Algeria, the main group there, the Salafist Group for Call and Combat (known by its French abbreviation, GSPC), is part of a long war between the Algerian government and Islamic opposition forces and cannot be seen solely through the prism of Al Qaeda or anti-American jihad. The same is true of the main area where there has been a large and extremely dangerous increase in the strength of Al Qaeda, the Afghanistan-Pakistan borderlands. It is here that Al Qaeda Central, if there is such an entity, is housed. But the group has been able to sustain itself despite the best efforts of NATO troops because it had dug deep roots in the area during the years of the anti-Soviet campaign. Its allies, the Taliban,
			are a local movement that has long been supported by a section of the Pashtuns, an influential ethnic group in Afghanistan and Pakistan.

		Here is the bottom line. In the nine years since 9/11, Al Qaeda Central—the group led by Osama bin Laden and Ayman Zawahiri—has been unable to launch a major attack anywhere. It was a terrorist organization; it has become a communications company, producing the occasional videotape rather than actual terrorism.* Jihad continues, but the jihadists have had to scatter, make do with smaller targets, and operate on a local level—usually through groups with almost no connection to Al Qaeda Central.

		This improvised strategy has a crippling weakness: it kills locals, thus alienating ordinary Muslims—a process that is well underway in countries as diverse as Indonesia, Iraq, and Saudi Arabia. The data on public opinion in the Muslim world are now overwhelming. The London School of Economics professor Fawaz Gerges has analyzed polls from dozens of Muslim countries over the past few years. He notes that in a range of places—Jordan, Pakistan, Indonesia, Lebanon, and Bangladesh—there have occurred substantial declines in the number of people who say suicide bombing and other forms of violence against civilian targets can be justified to defend Islam. Wide majorities say such attacks are, at most, rarely acceptable. The shift has been especially dramatic in Jordan, where only 12 percent of Jordanians view suicide attacks as “often or sometimes justified” (down from 57 percent in 2005). In Indonesia, 85
			percent of respondents agree that terrorist attacks are “rarely/never justified” (in 2002, by contrast, only 70 percent opposed such attacks). In Pakistan, that figure is 90 percent, up from 43 percent in 2002. Gerges points out that, by comparison, only 46 percent of Americans say that “bombing and other attacks intentionally aimed at civilians” are “never justified,” while 24 percent believe these attacks are “often or sometimes justified.” This shift does not reflect a turn away from religiosity or even from a backward conception of Islam. That ideological struggle persists and will take decades, not years, to resolve itself. But the battle against jihadism has fared much better, much sooner, than anyone could have imagined.

		Since 9/11, Western commentators have been calling on moderate Muslim leaders to condemn jihadist ideology, issue fatwas against suicide bombing, and denounce Al Qaeda. Since about 2006, they’ve begun to do so in significant numbers. In 2007, one of bin Laden’s most prominent Saudi mentors, the preacher and scholar Salman al-Odah, wrote an open letter criticizing him for “fostering a culture of suicide bombings that has caused bloodshed and suffering, and brought ruin to entire Muslim communities and families.” That same year Abdulaziz al ash-Sheikh, the grand mufti of Saudi Arabia, issued a fatwa prohibiting Saudis from engaging in jihad abroad and accused both bin Laden and Arab regimes of “transforming our youth into walking bombs to accomplish their own political and military aims.” One of Al Qaeda’s own top theorists, Abdul-Aziz el-Sherif, renounced its extremism,
			including the killing of civilians and the choosing of targets on the basis of religion and nationality. Sherif—a longtime associate of Zawahiri who crafted what became known as Al Qaeda’s guide to jihad—has called on militants to desist from terrorism, and authored a rebuttal of his former cohorts.

		Al-Azhar University in Cairo, the oldest and most prestigious school of Islamic learning, now routinely condemns jihadism. The Darul Uloom Deoband movement in India, home to the original radicalism that influenced Al Qaeda, has inveighed against suicide bombing since 2008. None of these groups or people have become pro-American or liberal, but they have become anti-jihadist. Much more must happen to modernize the Muslim world, but the modernizers are no longer so scared. They have finally realized that, for all the rhetoric of the madrassas and mosques, few people want to live under the writ of Al Qaeda. Those who have, whether in Afghanistan or Iraq, have become its most dedicated opponents. In contrast to Soviet socialism or even fascism in the 1930s, no society looks with admiration and envy on the fundamentalist Islamic model. On an ideological level, it presents no competition to the Western-originated model of modernity that
			countries across the world are embracing.

		A cottage industry of scaremongering has flourished in the West—especially in the United States—since 9/11. Experts extrapolate every trend they don’t like, forgoing any serious study of the data. Many conservative commentators have written about the impending Islamization of Europe (Eurabia, they call it, to make you even more uncomfortable). Except that the best estimates, from U.S. intelligence agencies, indicate that Muslims constitute around 3 percent of Europe’s population now and will rise to between 5 and 8 percent by 2025, after which they will probably plateau. The watchdogs note the musings of every crackpot Imam, search the archives for each reference to the end of days, and record and distribute the late-night TV musings of every nutcase who glorifies martyrdom. They erupt in fury when a Somali taxi driver somewhere refuses to load a case of liquor into his car, seeing it as the beginning
			of sharia in the West. But these episodes do not reflect the basic direction of the Muslim world. That world is also modernizing, though more slowly than the rest, and there are those who try to become leaders in rebellion against it. The reactionaries in the world of Islam are more numerous and extreme than those in other cultures—that world does have its dysfunctions. But they remain a tiny minority of the world’s billion-plus Muslims. And neglecting the complicated context in which some of these pseudoreligious statements are made—such as an internal Iranian power struggle among clerics and nonclerics—leads to hair-raising but absurd predictions, like Bernard Lewis’s confident claim that Iran’s President Mahmoud Ahmadinejad planned to mark an auspicious date on the Islamic calendar (August 22, 2006) by ending the world. (Yes, he actually wrote that.)

		The ideological watchdogs have spent so much time with the documents of jihad that they have lost sight of actual Muslim societies. Were they to step back, they would see a frustration with the fundamentalists, a desire for modernity (with some dignity and cultural pride for sure), and a search for practical solutions—not a mass quest for immortality through death. When Muslims travel, they flock by the millions to see the razzle-dazzle of Dubai, not the seminaries of Iran. The minority that wants jihad is real, but it operates within societies where such activities are increasingly unpopular and irrelevant.

		In the West, the effects of terrorism have diminished with each additional attack. After September 11, global financial markets collapsed and did not return to September 10 levels for two months. After the Madrid bombings in 2004, the Spanish market took a month to recover. After the London bombings in July 2005, British stocks were back to prebombing levels in twenty-four hours. The broader economic picture is similar. After 9/11, the United States lost hundreds of billions of dollars in economic activity. The next large attack, the Bali nightclub bombing in 2002, had a similarly dramatic effect on the Indonesian economy, with tourism vanishing and trade and investment drying up for months. A year later, after another Indonesian bombing, this time at the Marriott hotel in Jakarta, the market dropped only briefly, and the Indonesian economy suffered little damage. Bombings in Morocco and Turkey in 2003 had similarly small effects.
			The 2004 bombings in Spain and 2005 bombings in Britain did nothing to undermine growth.

		Of course, things would be different if a major terrorist organization were to acquire significant weapons of mass destruction. A nuclear attack could result in mass panic and a broader breakdown. But such weapons are harder to get than many think, and a more sustained effort from Washington could make it nearly impossible to acquire them in any quantity. Biological terror may seem most worrying because of the ease of acquiring biological agents, but dispersing them effectively is difficult and may lack the dramatic results terrorists crave. And none of this is to suggest that anti-terror activities are unnecessary, but rather that careful, calibrated, intelligent policies are likely to be quite successful.

		In some unspoken way, people have recognized that the best counterterrorism policy is resilience. Terrorism is unusual in that it is a military tactic defined by the response of the onlooker. If we are not terrorized, then it doesn’t work. And, from New York and London to Mumbai and Jakarta, people are learning this fact through experience and getting on with life even amid the uncertainty. The most likely scenario—a series of backpack or truck bombings in the United States—would be a shock, but in a couple of weeks its effects would fade and the long-term consequences would likely be minimal. In vast, vigorous, and complex societies—the American economy is now $14 trillion—problems in a few places do not easily spill over. Modern civilization may be stronger than we suspect.

		The challenges from rogue states are also real, but we should consider them in context. The GDP of Iran is 1/43 that of the United States, its military spending 1/72 that of the Pentagon.* If this is 1938, as many conservatives argue, then Iran is Romania, not Germany. North Korea is even more bankrupt and dysfunctional. Its chief threat—the one that keeps the Chinese government awake at night—is that it will implode, flooding the region with refugees. That’s power? These countries can cause trouble in their neighborhood and must be checked and contained, but we need to keep in mind the larger world of which they are a relatively small part. Look at Latin America. Venezuela is a troublemaker, but what has that meant on the ground? The broad trend in the region—exemplified by the policies of the major countries like Brazil, Mexico, and Chile—has been
			toward open markets, trade, democratic governance, and an outward orientation. And that trend, not Hugo Chávez’s insane rants, represents the direction of history.

		The Great Expansion

		Today’s relative calm has a deep structural basis. Across the world, economics is trumping politics. What Wall Street analysts call “political risk” is almost nonexistent. Wars, coups, and terrorism have lost much of their ability to derail markets more than temporarily. Again, this may not last (it has not historically), but it has been the world we have lived in for at least a decade.

		This is not the first time that political tumult became disconnected from economics. Two earlier periods seem much like our long, post–Cold War expansion: the turn-of-the-century boom of the 1890s and 1900s, and the postwar boom of the 1950s and early 1960s. In both, politics was turbulent and yet growth was robust. These two periods had one feature in common: large countries were entering the world economy, increasing its size and changing its shape. The expansion of the pie was so big that it overwhelmed day-to-day dislocations.

		In the late nineteenth and early twentieth centuries, fears of war between European great powers were frequent, often triggered by crises in the Balkans, North Africa, and other hot spots. But the world economy boomed despite flash points and arms races. This was the era of the first great movements of capital, from Europe to the New World. As Germany and the United States industrialized quickly, they became two of the three largest economies in the world.

		The 1950s and early 1960s are sometimes remembered as placid, but they were in fact tension-filled times—defined by the early years of the Cold War, fears of conflict with the Soviet Union and China, and a real war in Korea. There were periodic crises—the Taiwan Strait, the Congo, the Suez Canal, the Bay of Pigs, Vietnam—that often mushroomed into war. And yet the industrial economies sailed along strongly. This was the second great age of capital movement, with money from the United States pouring into Europe and East Asia. As a consequence, Western Europe rebuilt itself from the ashes of World War II, and Japan, the first non-Western nation to successfully industrialize, grew over 9 percent a year for twenty-three years.

		In both periods, these “positive supply shocks”—an economist’s term for a long-run spike in production—caused long, sustained booms, with falling prices, low interest rates, and rising productivity in the emerging markets of the day (Germany, the United States, Japan). At the turn of the twentieth century, despite robust growth in demand, wheat prices declined by 20 to 35 percent in Europe, thanks to American granaries.3 (Similarly, the price of manufactured goods has fallen today because of lower costs in Asia, even as demand for them soars.) In both periods, the new players grew through exports, but imports expanded as well. Between 1860 and 1914, America’s imports increased fivefold, while its exports increased sevenfold.4

		We are living through the third such expansion of the global economy, and by far the largest. Over the last two decades, about two billion people have entered the world of markets and trade—a world that was, until recently, the province of a small club of Western countries.* The expansion was spurred by the movement of Western capital to Asia and across the globe. As a result, between 1990 and 2010, the global economy grew from $22.1 trillion to $62 trillion, and global trade increased 267 percent. The so-called emerging markets have accounted for over half of this global growth, and they now account for over 47 percent of the world economy measured at purchasing power parity (or over 33 percent at market exchange rates). Increasingly, the growth of newcomers is being powered by their own markets, not simply by exports to the West—which means that this is not an ephemeral
			phenomenon. Nor is it one that is easily derailed. The financial panics, recessions, and debt crises that have left much of the industrialized world dazed for the last three years were unable to halt, or even significantly slow, the ongoing expansion elsewhere.

		Some people dismiss such trends by pointing to the rise of Japan in the 1980s, when Westerners were scared that the Japanese would come to dominate the world economy. That turned out to be a phantom fear: Japan in fact went into a long slump, one that continues to this day. But the analogy is misleading. In 1985, Japan was already a wealthy nation. Many experts believed it was on track to unseat the United States as the largest economy, but because Japan’s markets, industries, institutions, and politics were still not fully modernized, the country could not make that final leap. China, by contrast, is still a poor country. It has a per capita GDP of $4,300. It will certainly face many problems as and when it becomes a first-world country. But, for the foreseeable future, it will surely manage to double the size of its economy just by continuing to make toys and shirts and cell phones. India, starting at an even lower base
			income, will also be able to grow for several decades before hitting the kinds of challenges that derailed Japan. Even if China and India never get past middle-income status, they are likely to be the second- and third-largest economies in the world for much of the twenty-first century.

		It is an accident of history that, for the last several centuries, the richest countries in the world have all happened to have small populations. The United States was the biggest of the bunch by far, which is why it has been the dominant player. But such dominance was possible only in a world in which the truly large countries were mired in poverty, unable or unwilling to adopt policies that made them grow. Now the giants are on the move, and, naturally, given their size, they will have a large footprint on the map. Even if the average person in these countries still seems poor by Western standards, their total wealth will be massive. Or to put it in mathematical terms: any number, however small, becomes a large number when multiplied by 2.5 billion (the approximate population of China plus India). It is these two factors—a low starting point and a large population—that guarantee the magnitude and long-term
			nature of the global power shift.

		The Three Forces: Politics, Economics, and Technology

		How did all this come to be? To answer that question, we have to go back a few decades, to the 1970s, and recall the way most countries ran their economies at the time. I remember the atmosphere vividly because I was growing up in India, a country that really didn’t think it was playing on the same field as the United States. In the minds of India’s policy and intellectual elites, there was a U.S.-led capitalist model on one end of the spectrum and a Soviet-led socialist model on the other. New Delhi was trying to carve a middle way between them. In this respect, India was not unusual. Brazil, Egypt, and Indonesia—and in fact, the majority of the world—were on this middle path. But it turned out to be a road to nowhere, and this was becoming apparent to many people in these countries by the late 1970s. As they stagnated, Japan and a few other East Asian economies that had charted a quasi-capitalist course succeeded
			conspicuously, and the lesson started to sink in.

		But the earthquake that shook everything was the collapse of the Soviet Union in the late 1980s. With central planning totally discredited and one end of the political spectrum in ruins, the entire debate shifted. Suddenly, there was only one basic approach to organizing a country’s economy. This is why Alan Greenspan has described the fall of the Soviet Union as the seminal economic event of our time. Since then, despite all the unease about various liberalization and marketization plans, the general direction has not changed. As Margaret Thatcher famously put it in the years when she was reviving the British economy, “There is no alternative.”

		The ideological shift in economics had been building over the 1970s and 1980s even before the fall of the Berlin Wall. Conventional economic wisdom, embodied in organizations such as the International Monetary Fund and the World Bank, had become far more critical of the quasi-socialist path of countries like India. Academic experts like Jeffrey Sachs traveled around the world advising governments to liberalize, liberalize, liberalize. Graduates of Western economics programs, such as Chile’s “Chicago Boys,” went home and implemented market-friendly policies. Some developing countries worried about becoming rapacious capitalists, and Sachs recalls explaining to them that they should debate long and hard whether they wanted to end up more like Sweden, France, or the United States. But, he would add, they didn’t have to worry about that decision for a while: most of them were still much closer to the Soviet
			Union.

		The financial force that has powered the new era is the free movement of capital. This, too, is a relatively recent phenomenon. The post–World War II period was one of fixed exchange rates. Most Western countries, including France and Italy, had capital controls restricting the movement of currency in and out of their borders. The dollar was pegged to gold. But as global trade grew, fixed rates created frictions and inefficiencies and prevented capital from being put to its best use. Most Western countries removed controls during the 1970s and 1980s. The result: a vast and ever-growing supply of capital that could move freely from one place to the next. Today, when people think about globalization, they still think of it mostly in terms of the huge amount of cash—currency traders swap about $2 trillion a day—that sloshes around the globe, rewarding some countries and punishing others. It is globalization’s
			celestial mechanism for discipline. (That discipline didn’t extend to the money-shifters themselves. Those piles of money created their own problems, which we’ll get to in a moment.)

		Along with freely floating money came another policy revolution: the spread of independent central banks and the taming of inflation. Hyperinflation is the worst economic malady that can befall a nation. It wipes out the value of money, savings, assets, and thus work. It is worse even than a deep recession. Hyperinflation robs you of what you have now (savings), whereas a recession robs you of what you might have had (higher standards of living if the economy had grown). That’s why hyperinflation has so often toppled governments and produced revolution. It was not the Great Depression that brought the Nazis to power in Germany but rather hyperinflation, which destroyed the middle class by making its savings worthless.

		It is rare that one can look back at a war that was so decisively won. Starting with Paul Volcker in the United States during the early 1980s, central bankers waged war on inflation, wielding the blunt tools of monetary policy to keep the price of goods relatively stable. It’s hard to overstate the momentousness of this economic battle. Between 1854 and 1919 (the years immediately preceding the creation of the Federal Reserve, the institution responsible for keeping inflation in check), recessions struck once every four years and lasted nearly two full years when they came. In the two decades before 2008, the United States experienced eight years of uninterrupted growth between recessions, and the downturns, when they hit, lasted only eight months. This period of stability was a spoil of the decades-long assault on inflation.

		The tactics honed in that war became one of America’s most successful exports. In the late 1980s, dozens of large, important countries were beset by hyperinflation. In Argentina it was at 3,500 percent, in Brazil 1,200 percent, and in Peru 2,500 percent. In the 1990s, one after the other of these developing countries moved soberly toward monetary and fiscal discipline. Some accepted the need to float their currencies; others linked their currencies to the euro or the dollar. By 2007, just twenty-three countries had an inflation rate higher than 10 percent, and only one—Zimbabwe—suffered from hyperinflation. (By 2009, even Zimbabwe had cured its bout with hyperinflation by giving up its own currency and relying on the South African rand and U.S. dollar for commerce.) This broad atmosphere of low inflation has been crucial to the political stability and good economic fortunes of the emerging nations.

		Though the inevitable protesters at G-20 summits will say differently, none of this happened by coercion. Success stories like Japan and the “Asian tigers” (Hong Kong, Singapore, South Korea, and Taiwan) were persuasive examples of the benefits of free trade and smart economic governance. Governments from Vietnam to Colombia realized they couldn’t afford to miss out on the global race to prosperity. They adopted sound policies, lowering debt levels and eliminating distorting subsidies—not because Bob Rubin or a secretive cabal inside the World Trade Organization forced them to do so, but because they could see the benefits of moving in that direction (and the costs of not doing so). Those reforms encouraged foreign investment and created new jobs.

		Along with these political and economic factors moving countries toward a new consensus came a series of technological innovations that pushed in the same direction. It is difficult today to remember life back in the dark days of the 1970s, when news was not conveyed instantly. But by the 1990s, events happening anywhere—East Berlin, Kuwait, Tiananmen Square—were transmitted in real time everywhere. We tend to think of news mainly as political. But prices are also a kind of news, and the ability to convey prices instantly and transparently across the globe has triggered another revolution of efficiency. Today, it is routine to compare prices for products in a few minutes on the Internet. Twenty years ago, there was a huge business in arbitrage—the exploitation of different prices in different places or during different times—because such instant price comparison was so difficult.

		The expansion of communications meant that the world got more deeply connected and became “flat,” in Thomas Friedman’s famous formulation. Cheap phone calls and broadband made it possible for people to do jobs for one country in another country—marking the next stage in the ongoing story of capitalism. With the arrival of big ships in the fifteenth century, goods became mobile. With modern banking in the seventeenth century, capital became mobile. In the 1990s, labor became mobile. People could not necessarily go to where the jobs were, but jobs could go to where people were. And they went to programmers in India, telephone operators in the Philippines, and radiologists in Thailand. The cost of transporting goods and services has been falling for centuries. With the advent of broadband, it has dropped to zero for many services. Not all jobs can be outsourced—not by a long shot—but the effect of
			outsourcing can be felt everywhere.

		In a sense, this is how trade has always worked—textile factories shifted from Great Britain to Japan in the early twentieth century, for example. But instant and constant communications means that this process has accelerated sharply. A clothing factory in Thailand can be managed almost as if it were in the United States. A Nebraskan sporting goods store can source from China, sell to Europe, and have its check-books balanced by accountants in Bangalore. Companies now use dozens of countries as parts of a chain that buys, manufactures, assembles, markets, and sells goods.

		Since the 1980s, these three forces—politics, economics, and technology—have pushed in the same direction to produce a more open, connected, exacting international environment. But they have also given countries everywhere fresh opportunities to start moving up the ladder of growth and prosperity.

		Consider the sea change in two representative (non-Asian) countries. Twenty years ago, Brazil and Turkey would have been considered typical “developing” countries, with sluggish growth, rampant inflation, spiraling debt, an anemic private sector, and a fragile political system. Today, both are well managed and boast historically low inflation, vigorous growth rates, falling debt levels, a thriving private sector, and increasingly stable democratic institutions. Brazil’s inflation rate is now, for the first time in history, in the same ballpark as that of the United States. Brazil and Turkey still have problems—what country doesn’t?—but they are serious nations on the rise.

		More generally, the story of the last quarter century has primarily been one of extraordinary growth. The size of the global economy doubled every ten years or so, going from $31 trillion in 1999 to $62 trillion in 2010, and inflation stayed surprisingly and persistently low. Economic growth reached new regions. While Western families moved into bigger homes and bought laptops and cell phones, subsistence farmers in Asia and Latin America found new jobs in rapidly growing cities. Even in Africa, people were able to tap into a global market to sell their goods. Everywhere, prices fell while wealth in the form of stocks, bonds, and real estate soared.

		The Problems of Plenty

		For the last two decades, we have spent much time, energy, and attention worrying about crises and breakdown in the global economy and terrorism, nuclear blackmail, and war in geopolitics. This is natural—preparing for the worst can help avert it. And we have indeed had bad news—from wars in the Balkans and Africa, to terrorism around the world, to economic crises in East Asia, Russia, and—most dramatically—the United States. But focusing on the breakdowns has also left us unprepared for many of the largest problems we face: which are the product not of failure but of success. The fact that we have experienced decades of synchronous global growth is good news, but it has also raised a series of complex and potentially lethal dilemmas.

		Consider oil prices. It’s only a dim memory now, but in 2008 the cost of a barrel climbed upward at a dizzying rate. After years of hovering in the $25–$50 range, oil hit nearly $150 in mid-2008, and a Goldman Sachs analyst predicted it would reach $200 the following year. The oil shock of the naughts was different from previous ones. In the past, prices rose because oil producers—OPEC—artificially restricted supply and thus forced up the cost of gasoline. By contrast, prices rose in 2008 because of demand from China, India, and other emerging markets, as well as the continuing, massive demand in the developed world. If prices are rising because economies are growing, it means that economies have the vigor and flexibility to handle increased costs by improving productivity (and, to a lesser extent, by passing them on to consumers). As a result, the price hikes of the naughts were far more easily digested than, say,
			those of the 1970s. Had we asked our fortune-teller in 2001 to assess the effect of a quadrupling in oil prices, he would have surely predicted a massive global recession.

		It wasn’t just oil that became more expensive. Commodity prices reached a 200-year high in 2008. Agricultural produce grew so expensive that developing countries faced a political problem of how to respond to food inflation. UN Secretary-General Ban Ki-moon issued a plea in the Washington Post for “an effective and urgent response” to the emergency. Raw materials of all kinds became dear. The cost of construction exploded from New York to Dubai to Shanghai. Even the humble gas helium, which is used not merely in party balloons but also in MRI machines and microchip factories, was in short supply globally—and it’s the second-most-abundant element in the universe.

		When the financial crisis struck later that year, prices quickly deflated. If the 2008 commodity boom had been a one-off event—a by-product of speculation, say—we might be able to leave it aside for the study of historians. But it wasn’t. Rather, it was the result of the long, inexorable rise of the billions who inhabit China, India, and other emerging powers. How can we be sure? When global growth returned in 2010, commodity prices resumed their upward march. Coffee, cocoa, and wheat prices all saw double-digit increases that year. The price of cotton more than doubled.

		Because of this, certain countries—those endowed with natural resources, especially petroleum and natural gas—get free rides. They are surfing the waves of global growth, getting rich without having to play by most of the rules that govern the global economy. This phenomenon is the strange but inevitable outgrowth of the success of everyone else. These countries are the nonmarket parasites on a market world.

		Consider the principal political challenges to the United States and to Western ideas of international order. In the Middle East they come from Iran, in Latin America from Venezuela, and in Eurasia from Russia. All have newfound strength built on oil. Sudan’s ability to defy the world over Darfur would be difficult to imagine absent its oil reserves. Petroleum brings in eye-popping amounts of cash. Iran’s take from oil in 2006 amounted to $50 billion—enough to dispense patronage to interest groups, bribe the army, and stay in power while still having piles left over to foment trouble abroad. This situation is unlikely to change. Resource-rich countries will thrive as long as the others are growing. It’s the yin and yang of today’s globalization.

		Not all resource-rich countries are rogues, and the climate of good economic management has led some to use their riches more wisely than before. Canada is becoming a major power, and yet acting extremely responsibly. The Persian Gulf, where so much of the oil revenue flows, is investing more of its profits in infrastructure and industry, rather than in Swiss bank accounts and Monte Carlo casinos (though there is certainly much of that as well). Dubai has become a business-friendly entrepôt, a Middle Eastern Singapore. Other Gulf states are now trying to emulate its success. Saudi Arabia, which for decades has mismanaged its vast fortune, plans to invest $70 billion in new petrochemical projects, aiming to become a leading petrochemical producer by 2015. The Gulf states made $1 trillion in capital investments between 2002 and 2007, and McKinsey and Company estimates that they could invest another $2 trillion over
			the subsequent decade. This is a state-directed form of capitalism, which is likely to result in narrow development and unlikely to produce self-sustaining growth (although there are strong state-directed elements in European and East Asian capitalism as well). But it is much closer to the global capitalist norm than the economic systems in these countries—from Russia to Saudi Arabia—a generation ago.

		Over the long term, the most acute problem of plenty is the impact of global growth on natural resources and the environment. It is not an exaggeration to say that the world is running out of clean air, potable water, agricultural produce, and many vital commodities. Some of these problems can be fixed—by improving efficiency and developing new sources of supply—but progress has been far too slow. Agricultural productivity, for example, is rising. But feeding a global population of eight billion, which we will get to by 2025, will require crop yields to reach four tons per hectare from only three tons today. Similarly, our ability to manage and conserve water is not growing nearly as fast as our consumption of it. World population tripled in the twentieth century, but water consumption increased sixfold. Americans use more than four hundred liters of water a day to drink, cook, and clean themselves. People in
			poorer countries today are lucky to get forty, but as they get richer, their rising demands will cause greater stress.5 Violent clashes over water have already broken out in Africa and the Middle East. Historically, populations have moved to find water; if water sources dry up in the future, tens of millions of people will be forced to start moving.

		Over the last decade, many predictions about the effects of climate change have proven to be underestimates because global growth exceeded all projections. The most recent assessment of the Intergovernmental Panel on Climate Change was released in mid-2007. By the year’s end, scientists had shown that the polar ice caps are melting twice as fast as the report expected.6 There is greater demand for electricity, more cars, and more planes than anyone imagined fifteen years ago. And it keeps growing. The McKinsey Global Institute projects that, from 2003 to 2020, the number of vehicles in China will rise from 26 million to 120 million. And then there’s India, Russia, the Middle East—the rest.

		Demand for electricity is projected to rise over 4 percent a year for decades. And that electricity will come mostly from the dirtiest fuel available—coal. Coal is cheap and plentiful, so the world relies on it to produce most of its electricity. To understand the impact on global warming, consider this fact. Between 2006 and 2012, China and India will build eight hundred new coal-fired power plants—with combined CO2 emissions five times the total savings of the Kyoto accords.

		The Rise of Nationalism

		In a globalized world, almost all problems spill over borders. Whether it’s terrorism, nuclear proliferation, disease, environmental degradation, economic crisis, or water scarcity, no issue can be addressed without significant coordination and cooperation among many countries. But while economics, information, and even culture might have become globalized, formal political power remains firmly tethered to the nation-state, even as the nation-state has become less able to solve most of these problems unilaterally. And increasingly, nation-states are becoming less willing to come together to solve common problems. As the number of players—governmental and nongovernmental—increases and each one’s power and confidence grows, the prospects for agreement and common action diminish. This is the central challenge of the rise of the rest—to stop the forces of global growth from turning into the forces of global disorder and
			disintegration.

		The rise of pride and confidence among other nations, particularly the largest and most successful ones, is readily apparent. For me, it was vividly illustrated a few years ago in an Internet café in Shanghai, where I was chatting with a young Chinese executive. He was describing the extraordinary growth that was taking place in his country and a future in which China would be modern and prosperous. He was thoroughly Westernized in dress and demeanor, spoke excellent English, and could comfortably discuss the latest business trends or gossip about American pop culture. He seemed the consummate product of globalization, the person who bridges cultures and makes the world a smaller, more cosmopolitan place. But when we began talking about Taiwan, Japan, and the United States, his responses were filled with bile. He explained in furious tones that were Taiwan to dare to declare independence, China should instantly
			invade it. He said that Japan was an aggressor nation that could never be trusted. He was sure that the United States deliberately bombed the Chinese embassy during the Kosovo war in 1999, to terrify the Chinese people with its military might. And so on. I felt as if I were in Berlin in 1910, speaking to a young German professional, who in those days would have also been both thoroughly modern and thoroughly nationalist.

		As economic fortunes rise, so does nationalism. This is understandable. Imagine that you lived in a country that had been poor and unstable for centuries. And then, finally, things turn and your nation is on the rise. You would be proud and anxious to be seen. This desire for recognition and respect is surging throughout the world. It may seem paradoxical that globalization and economic modernization are breeding political nationalism, but that is so only if we view nationalism as a backward ideology, certain to be erased by the onward march of progress.

		Nationalism has always perplexed Americans. When the United States involves itself abroad, it always believes that it is genuinely trying to help other countries better themselves. From the Philippines and Haiti to Vietnam and Iraq, the natives’ reaction to U.S. efforts has taken Americans by surprise. Americans take justified pride in their own country—we call it patriotism—and yet are genuinely startled when other people are proud and possessive of theirs.

		In the waning days of Britain’s rule in India, its last viceroy, Lord Louis Mountbatten, turned to the great Indian leader Mahatma Gandhi and said in exasperation, “If we just leave, there will be chaos.” Gandhi replied, “Yes, but it will be our chaos.” That sense of being governed by one’s “own,” without interference, is a powerful feeling in emerging countries, especially those that were once colonies or quasi-colonies of the West.

		Zbigniew Brzezinski recently called attention to what he terms a “global political awakening.” He pointed to rising mass passions, fueled by various forces—economic success, national pride, higher levels of education, greater information and transparency, and memories of the past. Brzezinski noted the disruptive aspects of this new force. “The population of much of the developing world is politically stirring and in many places seething with unrest,” he wrote. “It is acutely conscious of social injustice to an unprecedented degree … [and this] is creating a community of shared perceptions and envy that can be galvanized and channeled by demagogic political or religious passions. These energies transcend sovereign borders and pose a challenge both to existing states as well as to the existing global hierarchy, on top of which America still perches.”7

		In many countries outside the Western world, there is pent-up frustration with having had to accept an entirely Western or American narrative of world history—one in which they either are miscast or remain bit players. Russians have long chafed at the standard narrative about World War II, in which Britain and the United States heroically defeat the forces of fascist Germany and Japan. Given mainstream U.S. historical accounts, from Stephen Ambrose to Ken Burns, Americans could be forgiven for believing that Russia played a minor part in the decisive battles against Hitler and Tojo. In fact, the eastern front was the central arena of World War II. It involved more land combat than all other theaters of the war put together and resulted in thirty million deaths. It was where three-quarters of all German forces fought and where Germany incurred 70 percent of its casualties. The European front was in many ways a
			sideshow, but in the West it is treated as the main event. As the writer Benjamin Schwarz has pointed out, Stephen Ambrose “lavishes [attention] on the U.S.-British invasion of Sicily, which drove 60,000 Germans from the island, but completely ignores Kursk—the largest battle in history, in which at least 1.5 million Soviets and Germans fought, and which occurred at exactly the same time. … [M]uch as it may make us squirm, we must admit that the struggle against Nazi Germany … was primarily, as the great military historian John Erickson called it, ‘Stalin’s war.’”8

		Or consider the perspective on the same war from another spot on the map. An Indian friend explained to me, “For Britain and America, World War II is a heroic struggle in which freedom triumphs over evil. For us, it was a battle to which Britain committed India and its armed forces without bothering to consult us. London told us to die for an idea of freedom that it was at that very moment brutally denying to us.”

		Such divergent national perspectives have always existed, but today, thanks to greater education, information, and confidence, they are widely disseminated on new news networks, cable channels, and Internet sites of the emerging world. Many of the “rest” are dissecting the narratives, arguments, and assumptions of the West and countering them with a different view of the world. “When you tell us that we support a dictatorship in Sudan to have access to its oil,” a young Chinese official told me in 2006, “what I want to say is, ‘And how is that different from your support for a medieval monarchy in Saudi Arabia?’ We see the hypocrisy, we just don’t say anything, yet.”

		After the Cold War ended, there was a general hope and expectation that China and Russia would move inexorably into the post–World War II Western political and economic system. When George H. W. Bush spoke of “a new world order,” he meant simply that the old Western one would be extended worldwide. Perhaps this view stemmed from the postwar experience with Japan and Germany, both of which rose to the heights of economic power and yet were accommodating, cooperative, and largely silent members of the existing order. But perhaps those were special circumstances. The two countries had unique histories, having waged aggressive wars and become pariahs as a consequence, and they faced a new threat from Soviet communism and relied on American military power for their protection. The next round of rising powers might not be so eager to “fit in.”

		We still think of a world in which a rising power must choose between two stark options: integrate into the Western order, or reject it, becoming a rogue nation and facing the penalties of excommunication. In fact, rising powers appear to be following a third way: entering the Western order but doing so on their own terms—thus reshaping the system itself. As the political scientists Naazneen Barma, Ely Ratner, and Steven Weber point out, in a world where everyone feels empowered, countries can choose to bypass this Western “center” entirely and forge their own ties with one another.9 In a post-American world, there may be no center to integrate into. U.S. Secretary of State James Baker suggested in 1991 that the world was moving toward a hub-and-spoke system, with every country going through the United States to get to its destination. The
			twenty-first-century world might be better described as one of point-to-point routes, with new flight patterns being mapped every day. (This is true even in a physical sense: in just ten years, the number of Russian visitors to China increased more than fourfold, from 489,000 in 1995 to 2.2 million in 2005.) The focus has shifted. Countries are increasingly interested in themselves—the story of their rise—and pay less attention to the West and the United States. As a result, the urgent discussions on the presidential campaign trail throughout 2007 and 2008 about the need to lessen anti-Americanism were somewhat off-point. The world is moving from anger to indifference, from anti-Americanism to post-Americanism.

		The fact that new powers are more strongly asserting their interests is the reality of the post-American world. It also raises the political conundrum of how to achieve international objectives in a world of many actors, state and nonstate. According to the old model of getting things done, the United States and a few Western allies directed the show while the Third World either played along or stayed outside the box and remained irrelevant as a result. Nongovernmental players were too few and too weak to worry about. Now, look at something like trade negotiations, and you see the developing world acting with greater and greater force. Where they might once have taken any deal offered by the West or ignored the process altogether, countries like Brazil and India play hardball until they get the deal of their choice. They have heard Western CEOs explain where the future lies. They have read the Goldman Sachs BRIC
			report. They know that the balance of power has shifted.

		The Kyoto accord (now treated as sacred because of President George W. Bush’s cavalier rejection of it) is in fact a treaty marked by its adherence to the old worldview. Kyoto assumed that if the West came together and settled on a plan, the Third World would adopt the new framework and the problem would be solved. That may be the way things have been done in international affairs for decades, but it makes little sense today. China, India, Brazil, and other emerging powers will not follow along with a Western-led process in which they have not participated. What’s more, governments on their own can do only so much to tackle a problem like climate change. A real solution requires creating a much broader coalition that includes the private sector, nongovernmental groups, cities and localities, and the media. In a globalized, democratized, and decentralized world, we need to get to individuals to alter their behavior.
			Taxes, tariffs, and wars are the old ways to do this, but states now have less room to maneuver on these fronts. They need more subtle and sophisticated ways to effect change.

		The traditional mechanisms of international cooperation are relics of another era. The United Nations system represents an outdated configuration of power. The permanent members of the UN Security Council are the victors of a war that ended sixty years ago. The body does not include Japan or Germany, the world’s third- and fourth-largest economies (at market exchange rates), or India, the world’s largest democracy, or any Latin American or African country. The Security Council exemplifies the antique structure of global governance more broadly. The G-8 does not include China, now the world’s second-largest economy, or India and South Korea, the eleventh and fifteenth. By tradition, the IMF is always headed by a European and the World Bank by an American. This “tradition,” like the customs of an old segregated country club, may be charming and amusing to insiders, but to outsiders it
			is bigoted and outrageous.

		A further complication: when I write of the rise of nationalism, I am describing a broader phenomenon—the assertion of identity. The nation-state is a relatively new invention, often no more than a hundred years old. Much older are the religious, ethnic, and linguistic groups that live within nation-states. And these bonds have stayed strong, in fact grown, as economic interdependence has deepened. In Europe, the Flemish and French in Belgium remain as distinct as ever. In Britain, the Scots have elected a ruling party that proposes ending the three-hundred-year-old Acts of Union that created the United Kingdom of England, Scotland, and Wales. In India, national parties are losing ground to regional ones. In Kenya, tribal distinctions are becoming more important. In much of the world, these core identities—deeper than the nation-state—remain the defining features of life. It is why people vote, and what they die for. In an open
			world economy, these groups know that they need the central government less and less. And in a democratic age, they gain greater and greater power if they stay together as a group. This twin ascendancy of identity means that, when relating to the United States or the United Nations or the world at large, Chinese and Indian nationalism grows. But within their own countries, sub-nationalism is also growing. What is happening on the global stage—the rise of identity in the midst of economic growth—is also happening on the local stage. The bottom line: it makes purposeful national action far more difficult.

		As power becomes diversified and diffuse, legitimacy becomes even more important—because it is the only way to appeal to all the disparate actors on the world stage. Today, no solution, no matter how sensible, is sustainable if it is seen as illegitimate. Imposing it will not work if it is seen as the product of one country’s power and preferences, no matter how powerful that country. The massacres in Darfur, for example, are horrific, and yet military intervention there—the most effective way of stopping it—would succeed only if sanctioned by the major powers as well as Sudan’s African neighbors. If the United States acted alone or with a small coalition—invading its third Muslim country in a decade—the attempt would almost certainly backfire, providing the Sudanese government with a fiery rallying cry against “U.S. imperialism.” The Bush administration’s foreign policy record offers a perfect
			illustration of the practical necessity of legitimacy. And yet, beyond Bush’s failures, the dilemma remains: if many countries need to cooperate to get things done, how to make this happen in a world with more players, many of them more powerful?

		The Fastest Race Car in the World

		Rising nationalism, environmental degradation, and commodity-rich parasite nations are problems the world will grapple with for decades to come. The Great Expansion has more immediate consequences, too. The aftermath of the global economic crisis is still with us.* The crash of 2008 was the world’s worst financial collapse since 1929, and ushered in the worst economic slowdown since the Great Depression. While they have been chronicled elsewhere in great detail, it’s worth remembering how unprecedented the events of 2008 and 2009 were: the destruction of approximately $50 trillion in assets in the global economy; the nationalization of America’s largest mortgage lenders; the largest bankruptcy in history (Lehman Brothers); the disappearance of the investment bank; bailouts and stimulus packages around the world adding up to trillions of
			dollars. They were events that will be recounted and studied for generations.

		The rupture of 2008 was, like rising nationalism, a side effect of the success described above. Low inflation, global growth, swift technological advancement: these trends, played out over decades, led to an enormous increase in liquid assets, the ever-growing piles of money moving around the world. That liquidity kept credit cheap and assets (including real estate, stocks, and bonds) expensive. At the same time, the boom in low-wage countries prevented inflation from rising too much. One way to think about India and China is as two great global deflation machines, pumping out goods (China) and services (India) for a fraction of what they would cost to produce in the West.10 This is one of the chief reasons that central banks haven’t had to worry much about inflation and have been able to maintain low interests for almost two decades, an unusually long stretch of
			time. That led to arrogance, or more technically, the death of risk.

		The businessmen and financiers who cautiously prepared for political disruptions—unstable governments, terrorism—let their guard down when it came to economic risk. They assumed that the growth of complex financial products (remember the infamy of credit-default swaps, which brought down AIG?) actually reduced risk by spreading it around. They believed that levels of debt that were once considered dangerous were now manageable, given what they assumed were permanently changed conditions owing to the Great Moderation. As a result, investors piled into what would normally be considered dangerous investments, all for the promise of relatively little reward. Credit spreads—the difference in yield between a U.S. treasury bond, considered the world’s safest investment, and the bonds of companies with limited track records—hit historic lows. In 2006 and 2007, volatile countries like Ecuador and teetering companies
			like Chrysler could borrow almost as cheaply as the U.S. government. (By 2009, of course, Ecuador had defaulted on its debt and Chrysler was kept alive only by a last-minute government bailout.) And since debt was cheap, financiers and homeowners used it to excess, spending beyond their means. The banks and investors who supplied all the cheap cash were reassured by fat corporate coffers—with profits that rose at a double-digit clip for eighteen consecutive quarters between 2002 and 2006—and bankruptcy rates that were well below normal. The good times seemed never-ending.

		The world economy became the equivalent of a race car—expensive, with incredible range, and capable of performing at breathtaking speed. In the decade before 2008, everyone rode it and experienced the adrenaline rush and the highs. There was only one problem: it turned out that nobody really knew how to drive a car like this one. Over the last ten years, the global economy had become something no one had ever seen—an integrated system of about 125 countries, all participating and all going at unheard-of speeds. It was as if that race car was being driven by 125 different drivers—and no one remembered to buy shock absorbers.

		There were those who wanted shock absorbers. They were seen as naysayers during the boom years. They asked why packages of subprime mortgages should be rated as highly as bonds from General Electric. But each successive year ended with another eye-boggling earnings report or billion-dollar payday for the hedge fund manager of the moment, the much promised correction failed to materialize, and the naysayers grew quieter and quieter. A kind of reverse natural selection occurred on Wall Street. As Boykin Curry, a managing director at Eagle Capital, said, over the last twenty years “the DNA of nearly every financial institution had morphed dangerously. Each time someone at the table pressed for more leverage and more risk, the next few years proved them ‘right.’ These people were emboldened, they were promoted, and they gained control of ever more capital. Meanwhile, anyone in power who hesitated, who argued for
			caution, was proved ‘wrong.’ The cautious types were increasingly intimidated, passed over for promotion. They lost their hold on capital.”

		Warren Buffett explained that the heart of the problem was ever-rising levels of leverage—the fancy Wall Street word for debt. It is “the only way a smart guy can go broke,” Buffett said. “You do smart things, you eventually get very rich. If you do smart things and use leverage and you do one wrong thing along the way, it could wipe you out, because anything times zero is zero. But it’s reinforcing when the people around you are doing it successfully, you’re doing it successfully, and it’s a lot like Cinderella at the ball. The guys look better all the time, the music sounds better, it’s more and more fun, you think, ‘Why the hell should I leave at a quarter to 12? I’ll leave at two minutes to 12.’ But the trouble is, there are no clocks on the wall. And everybody thinks they’re going to leave at two minutes to 12.” And that, in a nutshell,
			is the story of how we arrived at the calamity of 2008.

		At some level, debt is at the heart of the whole story. Since the early 1980s, developed countries in general and the United States in particular have consumed more than they have produced—and they have made up the difference by borrowing. This happened at every level of society. Household debt mushroomed from $680 billion in 1974 to $14 trillion in 2008. It doubled in just the seven years between 2001 and 2008. The average household now has thirteen credit cards and owes $120,000 on a mortgage. By some standards, however, households were the pinnacles of thrift. Politicians at the state and local level, eager to give their constituents new basketball stadiums and twelve-lane highways without raising taxes, started to borrow against the future. They issued bonds to pay for pet projects, bonds that were backed by future taxes or lottery earnings. But even those politicians were put to shame by the true king of borrowers: the
			federal government. In 1990, the national debt stood at $3 trillion. By the end of 2008, it had climbed into the eleven-digit realm, surpassing $10 trillion. The famous National Debt Clock in New York City ran out of space to display all the figures. (Its owners plan to install a new and expanded clock.) Thanks to the extraordinary bailouts and stimulus measures of recent years, the national debt was just shy of $14 trillion at the end of 2010.

		The United States became a nation of debtors, in other words. And it wasn’t just the United States. Much of the financial news in 2010 was dominated by the near-bankruptcies of Greece, Ireland, and other industrialized European nations that had relied on loans to continue providing lavish benefits without raising taxes. There’s nothing wrong with debt—loans and leverage, used prudently, are the heartbeats of a modern economy—but taken to such extremes, it’s a killer. And both sides of the equation must balance—the United States and Europe never could have arrived at such positions had there not been nations willing to lend them the money. That’s where the economic and political empowerment of nations in the developing world—the rise of the rest—came in. Their swift growth allowed them to pile up savings, which they lent out to spendthrift societies in the Western world.

		At some point, the magical accounting had to stop. At some point, consumers had to stop using their homes as banks and spending money that they didn’t have. At some point, the government had to confront its indebtedness. The United States—and other overleveraged societies—has now gotten the wake-up call from hell. If we can respond and change our behavior markedly, this might actually be a blessing in disguise. (Though, as Winston Churchill said when he lost the election of 1945, “at the moment it appears rather effectively disguised.”)

		In the meantime, the scale of the financial crisis has had the effect of delegitimizing America’s economic power. The crisis of 2008 was different precisely because it did not originate in some developing-world backwater; it emerged from the heart of global capitalism, the United States, and coursed its way through the arteries of international finance. It did not, despite the opinions of some pundits, signal the end of capitalism. But it does contribute to ending a certain kind of global dominance for the United States, and hastening the move to a post-American world.

		Before 2008, whatever people thought of American foreign policy, they all agreed that the United States had the most modern, sophisticated, and productive economy in the world—with the most advanced capital markets. As a result, it held hegemony not just in military power and diplomacy but in the realm of ideas. Central bankers and treasury ministers around the world studied the basics of their profession at American schools. Politicians developed their economies by following the advice prescribed by the Washington consensus. The innovations of Silicon Valley were the envy of the world. New York’s deep, lucrative capital markets were admired and imitated on every continent except Antarctica.

		As Brad Setser, a fellow at the Council on Foreign Relations, has noted, globalization after World War II was almost synonymous with Americanization. “Foreign borrowers looking to raise funds tended to issue bonds denominated in dollars, made use of New York law, and met the Securities and Exchange Commission’s standards for disclosure,” he writes. American ideas and institutions were made all the more attractive by the country’s economic success.

		The collapse of Wall Street significantly eroded the legacy of that success. The American economy has emerged from the recession, but it will potentially grow slowly for years to come, burdened by debt. Most of Europe is in the same boat, and some countries, like Greece and Ireland, are far worse off. Naturally, economic activity everywhere has been affected by this collapse of the first world. But the economies in the big emerging markets—China, India, and Brazil—are now large enough that they have significant economic activity of their own (domestic demand) that does not rely on exports to the West. As a result, the International Monetary Fund says that 100 percent of global growth in 2009 came from emerging markets. While the financial markets of these countries are coupled with that of the United States, their actual economies are, for the first time in history, beginning to gain some independence from it.
			Goldman Sachs originally projected that the combined GDP of the four BRIC economies—Brazil, Russia, India, China—could overtake the combined GDP of the G-7 countries by 2039. These days, they say it could happen by 2032.11 The current global recession makes them more, not less, confident.

		Global power is, above all, dominance over ideas, agendas, and models. The revelation that much of the financial innovation that occurred in the last decade created little more than a house of cards erodes American power. Selling American ideas to the rest of the world will require more effort from here on out. Developing countries will pick and choose the economic policies that best suit them, and with growing confidence. “The U.S. financial system was regarded as a model, and we tried our best to copy whatever we could,” said Yu Yongding, a former adviser to China’s central bank, in late September 2008. “Suddenly we find our teacher is not that excellent, so the next time when we’re designing our financial system we will use our own mind more.”

		The Last Superpower

		Even before the financial crisis, many observers and commentators looked at the vitality of this emerging world and concluded that the United States had had its day. Andy Grove, the founder of Intel, put it bluntly. “America is in danger of following Europe down the tubes,” he said in 2005, “and the worst part is that nobody knows it. They’re all in denial, patting themselves on the back as the Titanic heads straight for the iceberg full speed ahead.” Thomas Friedman describes watching waves of young Indian professionals get to work for the night shift at Infosys in Bangalore. “Oh, my God, there are so many of them, and they just keep coming, wave after wave. How in the world can it possibly be good for my daughters and millions of other Americans that these Indians can do the same jobs as they can for a fraction of the wages?”12 “Globalization is striking back,” writes Gabor Steingart, an editor at Germany’s leading news magazine, Der Spiegel, in a bestselling book. As its rivals have prospered, he argues, the United States has lost key industries, its people have stopped saving money, and its government has become increasingly indebted to Asian central banks.13

		What’s puzzling, however, is that these trends have been around for a while—and they have actually helped America’s bottom line. Even as globalization and outsourcing accelerated dramatically over the last twenty years, America’s growth rate averaged just over 2.5 percent, significantly higher than Europe’s. (Japan averaged 1.2 percent over the same period.) Productivity growth, the elixir of modern economics, has been over 2.3 percent for over two decades now, a full percentage point higher than the European average. Even American exports held up, despite a decade-long spike in the value of the dollar. In 1980, U.S. exports represented 10 percent of the world total; in 2007, that figure was still almost 9 percent.

		The United States’ share of the global economy has been remarkably steady through wars, depressions, and a slew of other powers rising. With 5 percent of the world’s population, the United States has generated between 20 and 30 percent of world output for 125 years. There will surely be some slippage of America’s position over the next few decades. This is not a political statement but a mathematical one. As other countries grow faster, America’s relative economic weight will fall. But the decline need not be large-scale, rapid, or consequential, as long as the United States can adapt to new challenges as well as it adapted to those it confronted over the last century. In the next few decades, the rise of the emerging nations is likely to come mostly at the economic expense of Western Europe and Japan, which are locked in a slow, demographically determined decline.

		America will face the most intense economic environment it has ever experienced. Some of its challenges are internal, legacies of the 2008 rupture and the pressures that caused it. The American economic and social systems know how to respond and adjust to such pressures. The reforms needed are obvious. Households, for instance, should save more. The U.S. government offers enormous incentives to consume (the deduction of mortgage interest being the best example), and it works. If we were to tax consumption and encourage savings, that would also work. The government must, moreover, ensure that Wall Street becomes more stable and secure, even if that means it is also less profitable. But because such reforms mean some pain now for long-term gain, the political system cannot make them.

		The more difficult challenge that the United States faces is international. It will confront a global order quite different from the one it is used to operating in. For now, the United States remains the most powerful player. But every year the balance shifts.

		For the roughly two decades since 1989, the power of the United States has defined the international order. All roads have led to Washington, and American ideas about politics, economics, and foreign policy have been the starting points for global action. Washington has been the most powerful outside actor on every continent in the world, dominating the Western Hemisphere, remaining the crucial outside balancer in Europe and East Asia, expanding its role in the Middle East and Central and South Asia, and everywhere remaining the only country that can provide the muscle for any serious global military operation. For every country—from Russia and China to South Africa and India—its most important relationship in the world has been the relationship with the United States.

		That influence reached its apogee with Iraq. Despite the reluctance, opposition, or active hostility of much of the world, the United States was able to launch an unprovoked attack on a sovereign country and to enlist dozens of countries and international agencies to assist it during and after the invasion. It is not just the complications of Iraq that have unwound this order. Even had Iraq been a glorious success, the method of its execution would have made utterly clear the unchallenged power of the United States—and it is this exercise of unipolarity that provoked a reaction around the world. The unipolar order of the last two decades is waning not because of Iraq but because of the broader diffusion of power across the world.

		On some matters, unipolarity seems already to have ended. The European Union now represents the largest trade bloc on the globe, creating bipolarity, and as China and then other emerging giants gain size, the bipolar realm of trade is becoming tripolar, and may even become multipolar. In every realm except the military, similar shifts are underway. In general, however, the notion of a multipolar world, with four or five players of roughly equal weight, does not describe reality today or in the near future. Europe cannot act militarily or even politically as one. Japan and Germany are hamstrung by their past. China and India are still developing. Instead, the international system is more accurately described by Samuel Huntington’s term “uni-multipolarity,” or what Chinese geopoliticians call “many powers and one superpower.” The messy language reflects the messy reality. The United
			States remains by far the most powerful country but in a world with several other important great powers and with greater assertiveness and activity from all actors. This hybrid international system—more democratic, more dynamic, more open, more connected—is one we are likely to live with for several decades. It is easier to define what it is not than what it is, easier to describe the era it is moving away from than the era it is moving toward—hence the post-American world.

		The United States still occupies the top spot in the emerging system. It remains, in the words of the German writer Josef Joffe, “the default superpower.” But, as such, it is also the country that is most challenged by the new order. Most other great powers will see their role in the world expand. That process is already underway. China and India are becoming bigger players in their neighborhoods and beyond. Russia has ended its post-Soviet accommodation and is becoming more forceful, even aggressive. Japan, though not a rising power, is now more willing to voice its views and positions to its neighbors. Europe acts on matters of trade and economics with immense strength and purpose. Brazil and Mexico are becoming more vocal on Latin American issues. South Africa has positioned itself as a leader of the African continent. All these countries are taking up more space in the international arena than they
			did before.

		Consider just a few examples. Over the last decade, the United States has expanded its influence into what was for centuries the Russian sphere of influence. In the post–Cold War era of American dominance, Moscow acquiesced. It needed Washington for cash and support. But by 2008 Russia was a revived power. In mid-February 2009, the Kyrgyz Republic finalized its decision to close Manas Air Base, a U.S. base providing essential air support for operations in Afghanistan, which was particularly important after the 2005 closure of another air base in Uzbekistan. The motivation was money. The Russian government, inimically opposed to the idea of a semipermanent U.S. military presence in its backyard, offered a $2.3 billion aid package that dwarfed the American financial support and included $180 million in debt cancellation, $150 million in aid, and a $2 billion loan to complete the construction of a hydroelectric power station. (In the
			end, it turned out that Kurmanbek Bakiyev, then president of Kyrgyzstan, was playing both sides off each other. After extracting the deal from Russia, his government renegotiated a much higher rent from the Americans and agreed to let Manas remain open as a “transit center.”)

		Even a new American ally like India maintains its independence from the United States. New Delhi is grateful to Washington for its support in legitimizing India as a normal nuclear power, but it still pushed back on core security issues. Despite much American pressure, India simply does not see Iran as the threat that the United States does. India agreed to vote once with the United States at the International Atomic Energy Agency but continues to have extensive contact with Iran, including the conducting of joint naval exercises. India sees Iran as a commercial partner and refuses to isolate it in any way. In April 2008, President Mahmoud Ahmadinejad’s pilots requested a refueling stop in New Delhi as the Iranian leader was returning home from a visit to Sri Lanka. The Indian government immediately issued a formal invitation and turned the six-hour stop into a state visit.

		The current state of the IMF and the World Bank also provides a useful lesson. These institutions, dominated by U.S. ideas and money, have long been seen as vehicles for American influence. And today, Setser writes, “emerging economies like China, Russia, India, Saudi Arabia, Korea, and even Brazil not only do not need the IMF; they increasingly are in a position to compete with it. Saudi Arabia already backstops Lebanon. Venezuela helped Argentina repay the IMF. Chinese development financing provides an alternative to World Bank lending.”

		For an even better example of just how profound the changes associated with the rise of the rest will be, reread the coverage of the November 2008 G-20 summit in Washington, D.C., which took place during the tensest days of the global financial crisis. Every prior crisis had been handled by the IMF, the World Bank, or the G-7 (and, later, the G-8). In past crises, the West played the part of the stern schoolteacher rebuking a wayward classroom. The lessons the teachers imparted now seem discredited. Recall that during the Asian financial crisis the United States and other Western countries demanded that the Asians take three steps—let bad banks fail, keep spending under control, and keep interest rates high. In its own crisis, the West did exactly the opposite on all three fronts.

		Economics is not a zero-sum game—the rise of other players expands the pie, which is good for all—but geopolitics is a struggle for influence and control. As other countries become more active, America’s enormous space for action will inevitably diminish. Can the United States accommodate itself to the rise of other powers, of various political stripes, on several continents? This does not mean becoming resigned to chaos or aggression; far from it. But the only way for the United States to deter rogue actions will be to create a broad, durable coalition against them. And that will be possible only if Washington can show that it is willing to allow other countries to become stakeholders in the new order. In today’s international order, progress means compromise. No country will get its way entirely. These are easy words to write or say but difficult to implement. They mean accepting the growth in power
			and influence of other countries, the prominence of interests and concerns. This balance—between accommodation and deterrence—is the chief challenge for American foreign policy in the next few decades.

		Another Kind of Bubble

		I began this chapter by arguing that the new order did not herald American decline, because I believe that America has enormous strengths and that the new world will not throw up a new superpower but rather a diversity of forces that Washington can navigate and even help direct. But still, as the rest of the world rises, in purely economic terms, America will experience relative decline. As others grow faster, its share of the pie will be smaller (though the shift will likely be small for many years). In addition, the new nongovernmental forces that are increasingly active will constrain Washington substantially.

		This is a challenge for Washington but also for everyone else. For almost three centuries, the world has been under-girded by the presence of a large liberal hegemon—first Britain, then the United States. These two superpowers helped create and maintain an open world economy, protecting trade routes and sea lanes, acting as lenders of last resort, holding the reserve currency, investing abroad, and keeping their own markets open. They also tipped the military balance against the great aggressors of their ages, from Napoleon’s France, to Germany, to the Soviet Union. For all its abuses of power, the United States has been the creator and sustainer of the current order of open trade and democratic government—an order that has been benign and beneficial for the vast majority of humankind. As things change, and as America’s role changes, that order could begin to fracture. The collapse of the dollar—to the point where
			there was no global reserve currency—would be a problem for the world just as much as for America. And solving common problems in an era of diffusion and decentralization could turn out to be far more difficult without a superpower.

		Some Americans have become acutely conscious of the changing world. Business leaders are increasingly aware of the shifts taking place around the world and responding to them rapidly and unsentimentally. Large U.S.-based multinationals almost uniformly report that their growth now relies on penetrating new foreign markets. With annual revenue growth of 2–3 percent a year in the United States and 10–15 percent a year abroad, they know they have to adapt to a post-American world—or else lose out in it. The companies on the S&P 500 generate 46 percent of their profits outside the United States, and for many of the biggest American names, the proportion is much higher. You might think of Coca-Cola as the quintessentially American company. In fact, it is a vast global enterprise, operating in 206 countries. “We have a factory in Ramallah that employs 2,000 people. We have a factory in Afghanistan. We have
			factories everywhere,” explains Muhtar Kent, the CEO of Coke. Nearly 80 percent of Coca-Cola’s revenue comes from outside the United States, and an even greater percentage of its employees are in foreign countries. “We are a global company that happens to be headquartered in Atlanta,” says Kent.

		A similar awareness is visible in America’s universities, where more and more students study and travel abroad and interact with foreign students. Younger Americans live comfortably with the knowledge that the latest trends—in finance, architecture, art, technology—might originate in London, Shanghai, Seoul, Tallinn, or Mumbai.

		But this outward orientation is not yet common in American society more broadly. The American economy remains internally focused, though this is changing, with trade making up about a quarter of GDP (compared with 44 percent for Germany). Insularity has been one of nature’s blessings to America, bordered as it is by two vast oceans and two benign neighbors. America has not been sullied by the machinations and weariness of the Old World and has always been able to imagine a new and different order—whether in Germany, Japan, or even Iraq. But at the same time, this isolation has left Americans quite unaware of the world beyond their borders. Americans speak few languages, know little about foreign cultures, and remain unconvinced that they need to rectify this. Americans rarely benchmark to global standards because they are sure that their way must be the best and most advanced. The result is that they are
			increasingly suspicious of this emerging global era. There is a growing gap between America’s worldly business elite and cosmopolitan class, on the one hand, and the majority of the American people, on the other. Without real efforts to bridge it, this divide could destroy America’s competitive edge and its political future.

		Popular suspicions are fed and encouraged by an irresponsible national political culture. During the Bush administration, it was easy enough to criticize Washington for its arrogance and unilateralism, which handicapped America abroad. But the problem was not confined to Bush, Cheney, Rumsfeld, or the Republicans, and did not end even after their particular brand of chest-thumping machismo left the White House. Listen to some Democrats in Washington, and you hear a weaker unilateralism—on trade, labor standards, and various pet human rights issues. On terrorism, both parties continue to speak in language entirely designed for a domestic audience with no concern for the poisonous effect it has everywhere else. American politicians constantly and promiscuously demand, label, sanction, and condemn whole countries for myriad failings. Over the last fifteen years, the United States has placed sanctions on half the world’s
			population. We are the only country in the world to issue annual report cards on every other country’s behavior. Washington, D.C., has become a bubble, smug and out of touch with the world outside.

		The 2009 Pew Global Attitudes Survey showed a remarkable increase worldwide in positive views about free trade, markets, and democracy. Large majorities in countries from China and Germany to Bangladesh and Nigeria said that growing trade ties between countries were good. Of the forty-seven countries polled, however, the one that came in dead last in terms of support for free trade was the United States. In the seven years the survey has been done, no country has seen as great a drop-off as the United States.

		Or take a look at the attitudes toward foreign companies. When asked whether they had a positive impact, a surprisingly large number of people in countries like Brazil, Nigeria, India, and Bangladesh said yes. Those countries have typically been suspicious of Western multinationals. (South Asia’s unease has some basis; after all, it was initially colonized by a multinational corporation, the British East India Company.) And yet, 73 percent in India, 75 percent in Bangladesh, 70 percent in Brazil, and 82 percent in Nigeria now have positive views of these companies. The figure for America, in contrast, is 45 percent, which places us in the bottom five. We want the world to accept American companies with open arms, but when they come here—that’s a different matter. Attitudes on immigration represent an even larger reversal. On an issue where the United States has been the model for the world, the country has regressed
			toward an angry defensive crouch. Where we once wanted to pioneer every new technology, we now look at innovation fearfully, wondering how it will change things.

		The irony is that the rise of the rest is a consequence of American ideas and actions. For sixty years, American politicians and diplomats have traveled around the world pushing countries to open their markets, free up their politics, and embrace trade and technology. We have urged peoples in distant lands to take up the challenge of competing in the global economy, freeing up their currencies, and developing new industries. We counseled them to be unafraid of change and learn the secrets of our success. And it worked: the natives have gotten good at capitalism. But now we are becoming suspicious of the very things we have long celebrated—free markets, trade, immigration, and technological change. And all this is happening when the tide is going our way. Just as the world is opening up, America is closing down.

		Generations from now, when historians write about these times, they might note that, in the early decades of the twenty-first century, the United States succeeded in its great and historic mission—it globalized the world. But along the way, they might write, it forgot to globalize itself.
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