
BILL CLINTON: I favored a very aggressive policy. I thought the emerging countries 
-- both emerging economically and those that were new democracies -- had a better 
chance to do well economically and politically if the wealthier countries opened our 
borders and made trade agreements with them, and if in turn they opened their 
borders not only to trade, but to investment. I thought that economic pol icy and 
traditional foreign policy would tend to merge. 

LAURA TYSON, Chair of the U.S. National Economic Council, 1993-1995: This is how 
it worked. If you go back to the first term, a lot of the international approach of the 
administration on economic issues was to break down barriers to U.S. firms. We are 
going to engage our trading partners and encourage, cajole, or convince them to 
bring down their barriers. 

NARRATOR: Many developing countries had been colonies of the West. Although they 
now wanted long-term foreign investment, some saw fast-moving flows of money as 
a new threat to their independence. 

DR. MAHATHIR BIN MOHAMAD, Prime Minister of Malaysia: Once commun ism was 
defeated, then capitalism could expand and show its true self. It's no longer 
constrained by the need to be nice, so that people will choose their so-called free 
market system as opposed to the centrally planned system. So because of that, 
nowadays there is nothing to restrain capital, and capital is demanding that it should 
be able to go anywhere and do whatever it likes. 

NARRATOR: Some called it "the triumph of capital ism. " During the 1990s, more 
countries than ever adopted market economics . 

As an economics professor, Bill Crist had taught a course comparing Marxist and 
capitalist theory. As president of CalPERS, the Californ ia state pension fund, Crist 
came to believe that only open markets could ensure global stability. 

BILL CRIST: If we don't reach out to these emerging markets, if we don 't be 
evangelists, if you will, and try to encourage them to reform and invest some of our 
capital funds into these markets, taking advantage of those opportun ities, if we don 't 
do that, I 'm afraid that some of the predictions that were made a long time ago by 
Karl Marx and Mr. Engels and others [will come true, and] that there will indeed be a 
confrontation between the haves and the have-nots that can bring the entire system 
down. 

BLOCKTITLE: : Onscreen caption: Mexico, January 1994 

NARRATOR: The very day NAFTA came into effect, Zapatista rebels launched an 
uprising in Southern Mexico. Shortly alterward , the leading presidential candidate 
was assassinated. 

Worried about stability, foreign investment began to flee. The global economy was 
about to face a new kind of crisis. 

BLOCKTITLE:: Onscreen caption : Washington , December 1994 

ROBERT RUBIN : Christmas vacation , I was fishing down in the British Virgin Islands, 



and Larry Summers [U.S. Secretary of the Treasury, 1999-2001] ca lled me and he 
sa ;id, "There's some problems in Mexico I'd like you to know about." And I thought to 
myself that it was nice of Larry to call on the one hand; on the other hand I'm on 
vacation, and, you know, Mexico today, it'll be some other country tomorrow, and I 
don 't know why this can 't wait till I get back. Well, it turned out that this was not 
just another country. It was a very, very serious matter. 

NEWT GINGRICH: I was at a restaurant, and they came and said, "The secretary of 
the Treasury is on the line," and I got on the line, and he said: "Greenspan and I 
have a problem. (laughs) And we believe if we don't move very decisively that the 
Mexican peso will implode. If it implodes, the Mexican government will become very 
unstable, and we believe you could have a wave of five to nine million people 
walking north to find jobs." 

ROBERT RUBIN: He understood it very quickly, and I remember his saying, "This is 
the first financial crisis of the 21st century. " 

NEWT GINGRICH: I said to him, "This is the first real-time, worldwide financial crisis 
of a kind that will become very normal." And so I said, instinctively, "I 'll back you." 

BLOCKTITLE:: Onscreen caption: Robert Rubin called an urgent meeting at the 
Treasury. 
Mexico was about to default on its foreign debt. 

ROBERT RUBIN: It was fascinating, because we had Mexico, which we really did 
think was facing defau lt, and we had enormous political problems accomplish ing 
what we felt we needed to accompl ish to support Mexico, to try to prevent this from 
happening, and we all knew that while we believed the program we were 
recommend ing was right, there was some risk it wouldn't work. 

LAURA TYSON: You go in and say to the president: "Here is a big crisis that could 
happen. We can tell you something to do about it. We can't tell you it 's going to 
work. It's very risky, and we know it's extremely unpopular, but we think you should 
do it anyway." 

BLOCKTITLE:: Onscreen caption: The president's advisors recommended a loan 
package to Mexico: $50 billion . 

BILL CLINTON: Somewhere between five and 10 minutes I listened to all of this. I 
say: "Well, this is a no-brainer. We've got to do this. If we don't do this, Mexico will 
certainly fail. Then the borders will be flooded with illegal immigrants who are 
starving and need food and a job. We'll have an enemy on our Southern border, 
people that will remember when they were down and they were in need [and that] 
we were not a good neighbor, and we will pay hugely for that. All over the 
developing world, people who look at us and think that we are smug and rich and 
unresponsive and don't care about anybody else will have all that confirmed. If we 
help, at least people will know we tried in a good cause, and it will resonate 
throughout the developing world. " 

NARRATOR: The ba ilout worked . Mexico paid back the loan -- early. 

For some, the intervention set a dangerous precedent: protecting big investors from 
risks they had willingly taken . 



LARRY LINDSEY, Assistant to the U.S. President for Economic Policy : Remember, the 
people that got bailed out were foreign holders of Mexican obligations, so in a sense 
we were trying to bail out our own citizens. But it signaled to banks and other rich 
investors that the U.S. Treasury at that time was going to adopt a bailout pol icy. 
People who take risks should bear those risks. They got the reward for them; they 
should take the downside. 

NARRATOR: As the Mexican crisis made clear, technology had transformed financial 
markets: Money could literally be moved across borders in seconds. 

NARRATOR: During the 1990s, technology, too, leapt over national borders, 
spread ing commerce and ideas. 
DANIEL YERGIN : It's hard to believe that at the beginning of the 1990s, e-mail was 
virtually unknown ; most people didn 't have it. And a decade later it was everywhere, 
and it would just become part of people's lives. And so this communications network 
is so powerful. The price of telephone calls plummeted. The number of telephone 
calls around the world skyrocketed. And people are in contact and connected in a 
way that had never happened before. 

NARRATOR: In two decades, th e number of international phone calls from the U.S. 
increased from 200 million to 5.2 bill ion. 

This AT&T control center handles 300 million calls each day. 

Americans were often connected to the developing world without even knowing it. 
Consumers checking their cred it-card balance could be routed seamlessly to call 
centers li ke this one in India, where operators identify themselves with made-up 
American names. 

OPERATOR, Call Center, Ind ia: Good even ing. My name is Tracy. How can I help 
you? 

NARRATOR: In a remote Indian village, farmers took their crop to market as they 
had for generations, But an Internet connection ensured they were now paid the 
world price for their crop, a price set at the Chicago Mercantile Exchange 8,000 miles 
away. 

This borderless world created a new kind of businessperson . Entrepreneu rs could 
now think like multinationals, and see the entire world as a single market. Narayana 
Murthy understood this revolution earlier than most. 

NARAYANA MURTHY, Founder and CEO of Infosys Technology : We were all ch ildren 
of a different generation. We were all mesmerized by the charisma of Nehru . Nehru 
believed in central plann ing; Nehru believed in social ism. But then I real ized that if 
you want to erad icate poverty, you don't do it by red istribution of existing wealth; 
you have to create more wealth. And that's when I got somewhat disillusioned by the 
socialism as is practiced in Ind ia. 

NARRATOR: With only $250, Murthy helped found a computer softwa re company. His 
headquarters in Bangalore became the world 's second largest software campus . Only 
Microsoft's was bigger. 



Thirty percent of the world's software engineers are from India. 

NARAYANA MURTHY: You know, I define globalization as producing where it is most 
cost-effective, selling where it is most profitable, sourcing capital from where it is 
without worrying about national boundaries. 

BLOCKTITLE:: Onscreen caption: Silicon Valley, California 

NARRATOR: People as well were becoming increasingly mobile. America relaxed its 
immigration laws, attracting a huge influx of high-tech workers from across the 
developing world. 

PROGRAMMER, Silicon Valley : This is the land of opportunity. This is the place; this is 
the happening place, so many people come here. 

PROGRAMMER, Silicon Valley : This is a place of opportunity. We get a chance to 
prove ourselves. 

We get a chance to prove ourselves, to show our skills. 

BLOCKTITLE:: Onscreen caption: Two hundred thousand Indians found jobs in Silicon 
Valley. 

NARRATOR: In many ways, Silicon Valley was the spiritual center of the new global 
village -- the source not only of its technology, but of its entrepreneurial ethos. 

The Draper family had invested in entrepreneurs since the 1950s, when they brought 
venture capital to Silicon Valley. In the early '90s, Bill Draper's son Tim funded 
Hotmail. Its instant global success convinced him that the world was fundamentally 
changing. 

TIM DRAPER, Venture Capitalist : We knew the Internet was going to change the 
whole way the world worked . You could do commerce; you could do communication; 
you could do all these things over the Web. India and Africa, Pakistan, China had all 
been trapped, and they were not really participating in the world economy. They 
could now. They could because now they could commun icate with the rest of the 
world through this Internet. It was a big opportunity, and we saw it; we jumped on 
it. 

I th ink entrepreneurship can happen anywhere. All it takes is someone with a vision 
and an idea for how to do something better. 

NARRATOR: One of the Drapers' best investments was in David Lee, the first foreign
born American to take a high-tech company public. 

DAVID LEE, Entrepreneur: When we came over we had nothing -- $600, 20 kilos of 
clothes. And this society provided, gave us opportun ity and everyth ing. 

CECILIA LEE, Wife of David Lee: Being an entrepreneur sounds very good, but being 
a spouse is very difficult, because most of the time he's traveling or he's not home. I 
raised my three children by myself. And sometimes he doesn 't remember how old 



they are. 

NARRATOR: David Lee manufactures high-end telephones. He embodies the new 
breed of global entrepreneur. 

CECILIA LEE: Don't eat too much. 

NARRATOR: In the early '90s, David Lee returned to his homeland for the first time 
in over four decades. 

BLOCKTITLE:: Onscreen caption: Shanghai, China 

DAVID LEE: I was always afraid to go back to a communist country. I was born in 
Beijing, actually right in Tiananmen Square. And we left there after the revolution 
1949. We were very lucky we were able to leave the country. We were like the boat 
people on top of a cargo ship. We left everything. The only thing [we had] is 
whatever we could carry. 

This is a free-trade zone. Anything you do in here you don't have to pay tariff, or you 
can build the thing and then ship it out for export purposes. 

NARRATOR: David Lee set up a joint venture in a free-trade zone near Shanghai. Lee 
saw firsthand a China in the midst of epic economic transformation. 

China's Communist leadership had embraced markets and welcomed hundreds of 
billions of dollars of foreign investment. Almost one-quarter of the world's population 
was entering the global market for the first time. 

BLOCKTITLE:: Onscreen caption: Economic reforms lifted 300 million Chinese out of 
poverty. 

In villages across Ch ina and throughout the developing world, people left their rural 
homes. They traveled to industrial towns, seeking work in new factories built to 
serve the global market. 

The era of globalization saw the largest wave of human migration in history. Eighty 
percent of the world's future economic growth is expected to occur in cities rather 
than the countryside. 

LIN SHENGXIN, Factory Worker, Ch ina: I was a schoolteacher in the countryside. At 
that time I only earned 100 a month. My parents are both farmers, so we lived a 
very poor life. But now I 'm earning 3,000 a month. My life is totally different. My 
child is going to school here, near the factory. So we are living a much, much better 
life now. 

BLOCKTITLE :: Onscreen caption : Singapore 

NARRATOR: China 's leaders hoped to emulate the "tiger economies" of Southeast 
Asia, where trade and investment had transformed once-impoverished nations. 

LEE KUAN YEW, Senior Minister of Singapore: When the British came here in 1819, 
they found a fishing village of about 120 people. When the empire broke up, 



Episode Three: The New Rules of the Game 

NARRATOR: The attack on America raised so many questions, among them, 
questions about the dangers of the new world economy. Is terrorism the dark side of 
globalization? 

DANIEL YERGIN, Author, Commanding Heights: Up until September 11, there was a 
sense that this movement toward globalization really was irreversible. And since then 
there's been this recognition that things can go in another direction. 

NARRATOR: Can our deeply interconnected world deliver prosperity to everyone? 

BILL CLINTON, U.S. President, 1993-2001 : And that's basica lly the next big 
challenge, is making this interdependent world of ours, on balance, far more positive 
than negative. And the extent to which we do that will whether the 21st century is 
marred by terrorism of all kinds, or whether it becomes the most peaceful and 
prosperous time the world has ever known. 

NARRATOR: This is the story of how the new global economy was born , the story of 
a century-long battle of ideas to determine who would control the "commanding 
heights" of the economy -- central governments or free markets. 

In the 1990s, a worldwide capitalist revolution fueled the new era of globalization, 
the greatest expansion of world trade in history. 

RICHARD CHENEY, U.S. Vice President: Millions of people a day are better off than 
they would have been without globalization, and very few people have been harmed 
by it. 

NARRATOR: But with the promise came a debate about the impact of globalization . 

GRETCHEN KING, Media Activist, Independent Media Center: And should the world's 
wealthiest people really dictate how the world's economy is going to run? 

NARRATOR: Tonight, the battle over who should write the new rules of the game for 
the global economy. 

GEORGE W. BUSH, U.S. President: Out of the sorrow of September 11, I see 
opportun ity, a chance for nations to strengthen and rethink and reinvigorate their 
relationships. When nations open the ir markets to the world, they find in America 
trading partners, an investor, and a friend. 

NARRATOR: We are living through a revo lution. The 1990s saw the creation of a new 
kind of global economy, a single market in which everyone has a stake, but no one 
has control. 

Globalization has brought unprecedented prosperity, but it has also brought crises 
and risks we are only beginning to understand. It has unleashed a worldwide debate 
about wealth and poverty, about the "rules of the game" for this new era of 
globalization. 

DANIEL YERGIN: Historians may well say that a new era began at the beginning of 



the 1990s with the end of the Cold War and the Gu lf crises . It was this new era of 
globalization , of a world being tied together by flows of investment, of trade, of 
ideas, of culture, of people travelling all the t ime. And it happened very fast. And as 
so often happens, the change came more quickly than the ability of thinking to catch 
up and understand the change. But to understand where we are today and where 
we're going , we have to understand this recent past. 

NARRATOR: No economic idea has shaped the era of globalization more profoundly 
than a belief in free, open markets. Free trade has been a fundamental tenet of 
capitalism for over 200 years. But in the 1990s, the global market created a new 
reality that no government, no politician could afford to ignore. 

Our story begins in 1992. The global economy was changing rap idly, but America 
seemed adrift. A recession had left 10 million workers unemployed. Industries 
struggled against intense foreign competition. Europe had formed a single trading 
bloc. Japan looked invincible. Japanese compan ies were buying up American icons, 
like Rockefeller Center and Universal Studios. 

In the 1992 presidential campaign, Arkansas governor Bill Clinton claimed he cou ld 
get America back on track. He drew crucial support from America 's labor unions and 
seemed to promise workers' protection against global competit ion . 

BILL CLINTON : Look at what our competitors do. Look at what Japan does. Look at 
what Germany does. We have to keep investment at home so jobs don't go offshore. 

WORKER: You'll stand up against the good old boys to do that? 

BILL CLINTON: Absolutely . What's the good of having a country if you 're going to let 
it go down the drain? 

WORKER: I don 't know. Why have we been doing that? 

NARRATOR: But at a meeting with Wa ll Street financiers, Cl inton had discussed a 
different agenda, an agenda some of his core supporters adamantly opposed . 
Financial markets wanted to rein in government spending, cut the deficit , and 
embrace free trade. Without these policies, they thought America 's economy 
wouldn 't recover. Over dinner in an exclusive restaurant, Clinton tried to persuade 
some of Wall Street's most seasoned executives that he saw the world as they did. 

ROBERT RUBIN, Co-chairman, Goldman Sachs, 1990-1992; U.S. Secretary of the 
Treasury, 1995-1999: My view was that the threshold economic issue for our country 
was to restore fiscal discipline after a long , long time during which fiscal discipline 
had eroded . 

BLOCKTITLE:: Onscreen caption : The U.S. government was $4 trillion in debt. 

BILL CLINTON: I could see that Rubin and the others that were there in th is rather 
dark place where we had dinner at night. We're kind of looking and saying , "Well , 
you know, can this guy from Arkansas be president? What could he possible know 
enough about the economy to do it?" 



ROBERT RUBIN: After thatmeetlng_I thought to myself that this was a man who 
cared about what I at least thought we needed to care a great deal about. Now, on 
the issue of trade, he clearly believed in trade liberal ization, and that clearly has 
been a dividing line in the Democratic Party. It was then, and it is now. 

NARRATOR: Trade became an issue in the 1992 presidential campaign. Republican 
president George Bush had negotiated a treaty that would allow unrestricted flows of 
trade and investment between the U.S. , Canada, and Mexico. 

BLOCKTITLE:: Onscreen title: NAFTA: North American Free Trade agreement 

For its supporters, trade embod ies an idea: that open markets create wealth, bind 
nations together, and help construct a more prosperous -- and a more secure -
world. NAFTA put that idea to a pol itical test. In America, it was the first great 
debate of the globalization era. 

BLOCKTITLE: : Onscreen title: 1992 presidential debate 

ROSS PEROT, Reform Party Presidential Candidate, 1992: You have to admit that 
NAFTA, the Mexican trade agreement, where they pay people a dollar an hour, have 
no health care, no retirement, no pollution controls, etc., etc., etc., you're going to 
hear a giant sucking sound of jobs being pulled out of this country. 

GEORGE BUSH, U.S. President, 1989-1993: Ross says with great conviction that he 
opposes the North American Free Trade Agreement. I am for the North American 
Free Trade Agreement. My problem with Governor Clinton is that one day he says 
he's for it, the other he wants to make some changes. When you're president of the 
United States, you cannot have this pattern of saying "I 'm for it, but I'm on the other 
side. " 

BILL CLINTON: I am the one who's on the middle on this. Mr. Perot says it's a bad 
deal ; Mr. Bush says it's a hunky-dory deal. I say it does more good than harm if we 
can get the Mexicans to live up to their own labor standards, their own 
environmental standards, and if we have genuine protection for workers displaced in 
America. 

narrator: Once in office, Bill Clinton 's economic policy was aimed squarely at 
restoring the confidence of financia l markets. His first term was dominated by the 
battle to reduce the deficit. 

On trade, the president changed his position , and announced he would 
wholeheartedly support NAFTA as it stood . 

ROBERT RUBIN: President Clinton gave a speech in the East Room at the White 
House that set out how he wanted to discuss NAFTA with the American people. It 
was really quite a remarkable speech . He talked about NAFTA in a much broader 
context. He talked about NAFTA in the context of the rapid changes taking place in 
the global economy, not only from trade, but from technolog ical development, 
spread of market-based economics. 

BILL CLINTON: This debate about NAFTA is a debate about whether we will embrace 
these changes and create the jobs of tomorrow, or try to resist these changes hoping 



we can preserve the economic structures of yesterday . Nothing we do in this great 
Capitol can change the fact that people can move money around in the blink of an 
eye. I tell you, my fellow Americans, that if we learned anyth ing from the collapse of 
the Berl in Wall and the fall of the governments of Eastern Europe, even a tota lly 
controlled society cannot res ist the winds of change that economics and technology 
and information flow have imposed in this world of ours . 

NARRATOR: To some of his supporters, the president's change of heart on NAFTA 
was noth ing less than a sellout. 

THEA LEE, Ass istant Director for International Economics, AFL-CIO : The AFL-CIO, the 
labor movement in the Un ited States, opposed NAFTA as it stood because we saw 
that as a corporate-dominated trade and investment agreement, one that served the 
interests of multinational corporations, that improved their flexibil ity, their mobility, 
their clout. And at the same t ime NAFTA did nothing to protect the rights of workers 
to form unions, to barga in col lectively, and to real ly ra ise their voices in the political 
system so that workers could be formidable countervail ing power to multinational 
corporations . I think Clinton did sell out his trad itiona l blue-collar supporters on the 
NAFTA issue, and a lot of people haven't forg iven him for that. 

BILL CLINTON: Our adversaries tried to make it look like the whole American 
establishment's on one side and the little guys are on the other. And t hey could , you 
know, stir that fear factor, and it was a tough sel l. It was a tough sel l. 

NEWT GINGRICH, Speaker of the U.S. House of Representatives, 1995-1999 : 
I thought it was the most of courageous act of his presidency, and we worked with 
him very hard. The Republ icans in the House provided a much bigger percentage of 
the votes than the Democrats did. 

NARRATOR: Sixty percent of congress ional Democrats voted aga inst NAFTA. It 
passed only with Republican support. 

After NAFTA became law, thousands of foreign compan ies built factories in Northern 
Mexico, exporting goods to the American market just a few miles away. Eighty 
percent of all televisions sold in the U.S. are now made here. Nearly a mil lion 
workers found new j obs along the border in Northern Mexico . 

MARIA ISABEL, Factory Worker, Tijuana, Mexico : I have two ch ildren . In the South I 
didn't have a j ob and couldn 't give my children what they need . I left them beh ind 
with relatives and came here to find work. I found a job in a television factory. I earn 
enough to send some money home to my ch ildren . I couldn 't do that before. 

JORGE CASTANEDA, Foreign Minister of Mexico : Th is is a country about over 100 
million people. There is no question that those 10 to 12 million people who live in the 
North and the border area are not doing badly by Mexican standards. And it has 
become more industrial ized, with more jobs, higher wages, better social indicators, 
etc. The North has benefited undoubtedly. The people in the South are doing very 
badly by Mexican, or by anybody's, standards . 

NARRATOR: Forty percent of Mexico's population lives in poverty. Mexico's embrace 
of NAFTA and free trade was part of a broader change in thinking within developing 
countries . Their governments increasingly saw open markets as the key to economic 



growth . 

VICENTE FOX, President of Mexico : I worked 15 years for Coca-Cola . I started as a 
route salesman. I started right from the bottom . And I learned that discipline, that 
hard work, that talent is the way to succeed. I have always seen global ization as an 
opportunity. Just the trade agreement with the Un ited States has moved our total 
trading , which was six years ago US$40 bill ion , today is US$280 billion in just six 
yea rs. Nobody loses. Everybody can win. 

THEA LEE: Obviously trade has increased ; investment has increased . And if the only 
metric you use to measure whether NAFTA has been a success or not is the volume 
of trade, then NAFTA is tremendously successful . And yet most normal working 
people, most normal citizens don't watch the volume of trade. Compan ies have been 
more aggressive and threaten ing to move production to Mexico. They've succeeded 
in bargaining down wages and opposing un ions . And so in a lot of different fronts we 
think that NAFTA has sh ifted the balance of bargain ing power in the continent of 
North America towards multinational corporations . 

NARRATOR: Since NAFTA came into effect, about 400,000 American j obs have been 
"adversely affected" by trade with Canada and Mexico, accord ing to the U.S. 
government. Exports to these countries have created more than a mil lion new jobs, 
and over the '90s, global trade nea rly doubled . 

NARRATOR: We tend to th ink of trade as products and goods moving across borders . 
In fact, the biggest trade of all can 't be seen . It is money, the continuous, 24-hour 
worldwide flows of stocks, bonds, and currencies. In t he 1990s, practica lly anyone 
with savings in a pension or mutua l fund became an investor in the global market. 

BLOCKTITLE:: Onscreen caption : Trade in goods and services : $8 trillion 
Trade in currencies : $288 trillion 

DANIEL YERGIN: I was at a dinner, a so-called th inkers' dinner at the White House 
before one of the State of the Un ion addresses, and there's th is great discussion 
among all the people around the table about markets, about "them out there, " tha t 
it 's somebody different. Finally I ra ised my hand and sa id : "With al l due respect, the 
markets isn 't just them ; it 's us. It's our aggregated retirement savings; it 's our 
pension plans. That's what the markets are. " 

BLOCKTITLE: : Onscreen caption : Sacramento, Cal iforn ia 

NARRATOR: The state of California runs one of America 's largest pension funds. The 
fund , known as CalPERS, manages the ret irement savings of over a million state 
employees. 

BLOCKTITLE: : Onscreen caption : Cal PERS 
Cal ifornia Public Employees' Retirement System 
Assets : $150 billion 

For decades, Ca lPERS invested only in America . But in the era of globalization, that 
changed. A quarter of its money was invested overseas. At one point, CalPERS 
controlled 5 percent of France's entire stock market. 



French television sent a crew to investigate. 

MARY COTTRILL, Principal Investment Officer, CalPERS: They were filmi ng in my 
office, and I had a salad on my desk because it'd been just a very hectic day. We 
were talking about some figures on my computer, but they kept filming this salad , 
and I got the feeling that, you know, the story was going to be, "The Americans are 
coming, and they're going to ru in the French way of life. We're all going to be eating 
salads at our desk and working 12 or 14 hours," which, of cou rse, is not true at all. 
But I th ink it was j ust a fear, I think, that we've see in the news that global ization 
means American ization. 

NARRATOR: Pension funds became the powerhouses of the globa l economy, because 
they had the money. 

BILL CRIST, President, CalPERS : Because the world is getting smaller and smaller, as 
we say, and the growth of the global economy, as we say, this is ... The real source 
of change in today's world, whether anybody likes it or not, increasingly are large 
pension funds. 

BLOCKTITLE:: Onscreen caption : Americans have $11.5 trillion invested in pension 
funds. 

INVESTOR: I have some of my own mutual funds overseas, and they seem to be 
doing pretty well right now. 

INVESTOR: I think with respect to CalPERS, they have a fiduciary responsibility to 
seek those markets out and get the best retu rn for their shareholders. 

INVESTOR: We can 't keep everyth ing in the United States. You keep things in the 
United States, it's still not in the United States, because so many companies are 
globa l. Everything is global ; everyth ing is interconnect ed . 

NARRATOR: With the end of the Cold War, many nations opened their markets to 
fore ign investment for the first time. Funds like CalPERS saw new opportunities and 
hired money managers to scour the Third World , now renamed "emerging markets." 

BLOCKTITLE :: Onscreen caption: Mark Mobius 
Templeton Emerg ing Markets Fund 
Travels to 15 countries per month 
Manages $6 billion 

MARK MOBIUS, Manager, Templeton Emerging Markets Fund: The whole rationale is 
that these emerging countries grow faster, so what we're trying to do is captu re that 
growth and of course make money for investors . But of course the risks are very 
great, because there's no free lunch . If you want to capture that growth you 've got 
to take many more risks. So there's a ba lance, and of course it's our j ob to try and 
minimize the risks and maximize the returns. It doesn't always work out t hat way, 
but that's the objective . 

NARRATOR: As investment flowed around the world, the Cl in ton administration 
expanded the trade agenda it adopted with NAFTA. The U.S. encouraged developing 
countries to continue opening their economies to the global market. 



everybody wanted to do their own trading, and we could easily have withered on t he 
vine. So we just had to make ourselves relevant to the world. And the countries that 
make themselves relevant become better off; their people become better off. Those 
who opt out, they suffer. 

NARRATOR: Since the 1970s, the countries of Southeast Asia had become became 
world-class exporters, shipping everything from cars to computers across the globe. 

DANIEL YERGIN : They called it the Asian economic miracle because the world had 
not really seen that kind of economic growth, that many people brought out of 
poverty, that rapid a creation of a middle class so quickly anywhere in the history of 
the world. 

NARRATOR: By the mid-90s, many Asian economies were growing at the aston ishing 
rate of 10 percent or more each year. 

LEE HSIEN LOONG, Deputy Prime Minister of Singapore: There was a tremendous 
confidence and hope that this was the Asian century, and the place was being 
transformed, and you just had to put money there and it would grow on trees. 

DANIEL YERGIN: I remember the CEO of one major company in about 1995 or so 
saying, "If we're not investing in Asia tomorrow, we're too late." 

BLOCKTITLE:: Onscreen caption: Tokyo, Japan 

NARRATOR: Yet there was one big exception . Japan, the world 's second largest 
economy, had fallen into a deep, unexpected slump that shook the confidence of its 
people. 

KAORI MARUYA, Parl iamentary Secretary for Foreign Affairs, Japan: Japan was in the 
so-called bubble economy, and at that time the Japanese people were not very 
careful about debt. After the collapse of the bubble economy, people came back to 
reality and came down from their dreams. 

BLOCKTITLE:: Onscreen caption: Japanese banks hold $1 trillion in bad debts. 

NARRATOR: Japan 's economy once looked unstoppable, but it was slow to adapt to 
the rapid changes of a fast-moving, interconnected world. 

EISUKE SAKAKIBARA, Vice Minister of Finance, Japan, 1997-1999: Japan is a very 
sort of parochial and very closed economy; there's no question about it. Walk around 
the Japanese cities, you don't see many foreigners. 

NARRATOR: Japan, the great exporter, protected its domestic industries. At the heart 
of the country's economic problems lay a contradiction. 

EISUKE SAKAKIBARA: One sector of the Japanese economy is an export-oriented 
sector which is highly competitive, consisting of Toyotas and Sonys. And the other is 
domestic manufacturing sector which is extremely uncompetitive. We have a 
market-oriented capitalistic system on the one hand; we have a very socialistic, 
egalitarian sector on the other. 



NARRATOR: In Japan, government bureaucrats managed a highly regulated 
economy. As Masahisa Naitoh was to learn, ideas about change met with profound 
skepticism. 

MASAHISA NAITOH, Ministry of Trade and Industry, Japan, 1961-1993: I wanted to 
deregulate our financial system. The new global markets of the 1990s created a new 
reality. I said we had to change for Japan to thrive in the new world economy. My 
colleagues in the government criticized me. They said that it was in the best interest 
of Japan that my ideas be destroyed . 

NARRATOR: Naitoh was fired without warning. Japan stuck to its old ways, and the 
nation 's economic slump continued. For the first time, an Asian "economic miracle" 
was in trouble. 

BLOCKTITLE :: Onscreen caption: Bangkok, Thailand 

By early 1997, Southeast Asia 's rapid economic boom was overheating. Sirivat 
Voravetvuthikun was one of many who thought the good times would never end. 

SIRIVAT VORAVETVUTHIKUN, Former Real Estate Developer, Thailand: Ever since I 
was a child, I have been wanting to be a multimillionaire. I wanted to be rich. I 
wanted to do something that no one has done -- build a luxurious condominium. I 
knew a lot of rich people and multimillionaires would li ke to take time off to play golf, 
to enjoy the fresh air in the mountains, which you cannot find in Bangkok. 

I looked at the golf course. It's designed by Jack Nicklaus. I put my effort into 
making it one of the most beautiful condominiums in Thailand. Still today, with the 
mountains in the background, with a fairway and a lake in front of the condominium, 
it's really beautiful . 

ANAND PANYARACHUN, Prime Minister of Thailand, 1991-1993: People were just 
buying apartments and condominiums like they were gambl ing. And they were 
tempted by this easy money, tempted by this easy profit. 

NARRATOR: Duri ng the '90s, Thailand had opened up its capital markets. For the 
first time, local businesses could borrow money from foreign banks which offered 
lower interest rates. 

ANAND PANYARACHUN: People would come and knock on your door and plead with 
you to borrow, be they European or Japanese banks. The Western financial world, 
the banks or the financial companies, they came and begged us to borrow from 
them. 

NARRATOR: In just four years, loans to Tha i businesses had tripled to over $200 
billion. American and European governments encouraged the inflow of money. 

ROBERT RUBIN : Oh, yeah. We were very strong advocates of opening up capital 
markets and the benefits that could flow there from, but we were also strong 
advocates at the same time, because we recogn ized the tie of developing the 
banking systems, the capital markets, and developing regulatory systems, none of 
wh ich is easy. 



DANIEL YERGIN: And there was an underlying flaw in the system that people really 
didn 't focus very much on , which was the institutional weakness. What that meant is 
the banking systems were not well developed ; securities laws were not well 
developed. They had not kept up with the development of these economies and their 
integration into the world economy. 

NARRATOR: Tha iland 's Central Bank had k,ept its currency artificia lly high, fueling the 
speculative bubble. 

The International Monetary Fund, which acts as a bank of last resort to countries in 
financial trouble, began to worry that Tha i!land was heading for a fall. 

STANLEY FISCHER, First Deputy Managing Director, International Monetary Fund, 
1994-2001: I went to Bangkok in May 1997. It was full of cranes everywhere, and it 
looked like the boom would never end . But they were very weak banks who were 
lending against buildings which were never going to be filled. 

NARRATOR: Muang Thong Thani was a sign of the times -- a "new city" built from 
scratch for 700,000 people . It was meant to be bigger than Boston . But almost no 
one was moving in. 

MARK MOBIUS : The vision was great. The vision was to take this huge tract of land 
and build a city, basically. between the downtown congested Bangkok and the 
airport. So the concept was excellent. The problem was it was financed by U.S. 
dollars . 

NARRATOR: Thailand 's currency, known as the baht, was pegged to the dollar. As 
the Tha i economy weakened , financial markets sensed this policy couldn 't last. 

STANLEY FISCHER: Thailand had fixed the. value of its currency in terms of dollars. It 
had a fixed exchange rate. And as people began to wonder, "Well, do they actually 
have enough dol lars to always be able to give me dolla rs in exchange for the baht, 
the Thai currency I have?," and when they begin to wonder about that, they start 
asking for the dollars, and then they attack the currency. 

MARK MOBIUS: The Central Bank kept saying no, no, no. And they were shelling out 
the U.S. dollars to protect the currency. So their foreign reserves were dwindling, 
and of course any hedge fund manager looking at that would say, "Hey, these guys 
are going to be in trouble, and I 'm going to short the Thai baht. " 

NARRATOR: The baht came under relentless market pressure. In July 1997, the Thai 
government was forced to devalue. 

The bubble had burst. The Asian financial crisis was about to beg in. 

SIRVAT VORAVETVUTHIKUN : When the crisis hit, I real ized my fate. I could not sell a 
single unit when the crisis hit. 

My condominium is called the American dream home, dream condominium . But we 
are broke. Even my clients who were multibilliona ires are broke also . 

NARRATOR: The economic shock reverberated throughout all levels of Thai society. 



PANJIT NIYOMDET, Factory Worker, Bangkok. Thailand: When the economy went 
bad, my husband's salary was cut 30 percent. I was lucky; I kept my job, but I didn 't 
get a raise. To support our family, my husband had to find other work. 

NARRATOR: The cost of living was rising. Everyth ing was going up -- water, 
electricity, even soap. But the salaries were staying the same, or going down. 

With its economy in a virtual free fall, Thailand received an emergency rescue loan 
from the International Monetary Fund. When that didn 't work, the Thai government 
asked Wash ington for even more help. 

No one imagined that an economy as small as Thailand 's could spark a global crisis. 

LAURA TYSON: Thailand is a very small economy. It didn't have a lot of links, and it's 
not exactly in your backyard . So in any event, the U.S. chose not to intervene in 
Thailand, thinking it was not going to spill over. Why would it? The contagion effects 
were not apparent to anybody, not just the administration. 

LEE HSIEN LOONG : I think they misjudged the situation. They misjudged the 
situation, probably because it was seen too much as a financial issue rather than an 
overall strategic issue. 

NARRATOR: Globa l markets worried that other Asian countries might have similar 
hidden flaws. Like a classic run on the bank, money began to pull out of the entire 
region. They called it contagion. 

BLOCKTITLE:: Onscreen caption: $116 billion flowed out of Southeast As ian markets. 

DANIEL YERGIN: And at each stage, the crisis turned out to have a virulence that 
became known as contagion, much greater than anticipated. And what that really 
reflected was indeed globalization, was the way these economies had become locked 
together and investors looked at emerg ing markets . They said there was a problem 
in Tha iland ; well, then there's a problem in these other countries. And so each step 
of the crisis created these shock waves that carried on into the next. 

BLOCKTITLE: : Onscreen caption: Kuala Lumpur, Malaysia, July 1997 

NARRATOR: Contagion spread to Thailand 's neighbors. Malaysia's economy had 
seemed stable. Suddenly, it, too, was facing relentless pressure from global markets. 

DR. MAHATHIR BIN MOHAMAD: We have the currency going down and down and 
down, and we have the stock market doing the same. The index kept on going down, 
no matter what we do. And we felt totally helpless. We felt that there was no way we 
could recover. So, I mean, the feeling was very bad, very frighten ing . 

BLOCKTITLE:: On screen caption : Jakarta, Indonesia 

NARRATOR: Contagion next hit Indonesia, the most populous country in the reg ion. 
Its government collapsed; its cities descended into chaos. 

LEE KUAN YEW: The fund managers didn't know the difference between Indonesia 
and Malaysia, Thailand, Singapore. They just said, "I want out. " Property prices 



collapsed; companies collapsed. And in the case of Indonesia, the social fabric 
collapsed. Churches have been burnt; mosques have been attacked; they have killed 
each other. This will take years to heal. And it 's all the fallout of an economic 
collapse. 

NARRATOR: This was a new kind of financial crisis, unlike anything the International 
Monetary Fund had ever encountered. The IMF organized huge loans for Indonesia 
and other Asian nations, on the cond ition they cut government spending, raise 
interest rates, and eliminate corruption . 

STANLEY FISCHER: You 're the doctor going in to deal with a very sick patient. The 
publ ic blames the doctor for the fact that the patient is sick, but the patient was sick 
to begin with. But these things are societally wrenching, and there are huge vested 
interests, and you wouldn 't get into these crises if the vested interests weren 't that 
important. That I think is why it takes political change to deal with a cris is as big as 
this. 

NARRATOR: To some of the region 's entrenched leaders, the IM F's cond itions 
smacked of a new kind of colonialism. 

DR. MAHATHIR BIN MOHAMAD : Presently we see a well-planned effort to undermine 
the economies of all the Asian countries by destabil izing their currencies. 

In the old days you needed to conquer a country with military force, and then you 
could control that country. Today it is not necessary at all. You can destabilize a 
country, make it poor, and then make a request for help, and for the help that is 
given, you gain control over the policies of the country, and when you gain control 
over the policies of a country, effectively you have colon ized that country . 

NARRATOR: The market forces were simply too powerful for the IMF, or any 
government, to contain. In late 1997, contagion reached Korea, one of the most 
successful economies in the world . 

EISUKE SAKAKIBARA: It was unbelievable that the crisis had spread as quickly as to 
Indonesia and Korea, and within a matter of six months or seven months. But the 
world was much globalized that we thought it was at that time. 

BLOCKTITLE:: Onscreen caption: Seoul, Korea, December 1997 

ROBERT RUBIN: 
In the last week of December of 1997, the 11th largest country -- economy, rather -
- in the world, wh ich was Korea, had roughly speaking $4 billion of reserves left and 
was using reserves at the rate of $1 bill ion a day. Well, it didn't take a great deal of 
quantitative insight to see that that was not a long-term viable situation . 

NARRATOR: Korea had been misleading the world , cla iming it had enough money to 
withstand the crisis. The IMF's Stanley Fischer arrived in Seoul to inspect the Central 
Bank's accounts. 

STANLEY FISCHER: I visited Korea a couple of days before they turned to the IMF for 
help, and it was a circus atmosphere. It was a state of pan ic, and it was at that point 
that I went to the Central Bank and was shown how much money was left in the 
Korean Central bank. It was essentially all gone. 



NARRATOR: Korea was about to default on its loans from Japanese and Western 
banks . Pressured by their governments, the banks agreed to share some of the pa in: 
They rolled over their loans. Korea was then given the largest bailout in history. 

BLOCKTITLE :: Onscreen caption: Korea received $55 billion in new loans and credits. 

LEE HSIEN LOONG: If they had done that in Thailand, I think that they would have 
not on ly avoided some economic problems, but I think that a sense in Southeast Asia 
that the Americans were really on the side of putting things right would have been 
stronger. 

WILLIAM McDONOUGH, President, Federa l Reserve Bank of New York : Then a very, 
very strange thing happened . From about the first of February until the beginning of 
August, there was a period in which financial markets essentially decided that risk 
didn't exist anywhere. 

BLOCKTITLE :: Onscreen caption: Moscow, August 1998 

NARRATOR : Markets thought contagion had been contained in Asia. Investment 
flowed elsewhere. Some came to Russia, where the Moscow stock market was the 
best performing in the world. But economic reforms had stalled , and Russia was 
heavily in debt. Even so, investors were convinced they'd found an emerging market 
that couldn 't fail. 

WILLIAM McDONOUGH: Investors had decided Russia is an ex-superpower; it has 
lots of missiles and lots of atomic warheads -- certa inly you cou ld not have a 
financial accident in Russia, because the rest of the world, the rich countries, would 
ba il Russia out. Well , it turned out that that was wrong . 

NARRATOR: Russ ia defaulted on its debt. Its currency plummeted. Global investors 
were stunned . 

WILLIAM McDONOUGH : All these people who in the previous seven months had 
decided there was no risk anywhere literally pan icked and decided there's got to be 
massive risk everywhere. Beh ind each fence and barnyard wall there must be a risk 
that we hadn't though of, you know, like the redcoats retreating from Lexington . 

NARRATOR: Everywhere, markets were freezing up. The economic crisis seemed to 
have taken on a life of its own . 

ROBERT RUBIN : I thought at the time that I had a pretty good sense of what was 
going on . But what I didn 't know, and nobody could possibly have known, was not 
what was going on at the moment that you were looking at, but what was going to 
happen at the next moment. 

RICHARD GEPHARDT, Democratic Leader, U.S. House of Representatives: When you 
get in a room wi th both Alan Greenspan and Robert Rubin and they say they're 
scared to death, and they've never seen anything li ke th is, and they're worried about 
whether they can get through it, I get worried, because they know a heck of a lot 
more about it than I do. You had the contagion sweeping across the developing 



countries. As Rubin said, we'd never seen that before. I mean, maybe in the 
Depression they saw that over a period of time, but nothing happened that quickly. 

NARRATOR: Now the crisis had reached America . A little-known but powerful private 
investment fund was on the brink of bankruptcy. 

Long Term Capital Management, or LTCM, directly controlled $100 billion of global 
assets and, indirectly, more than a trillion dollars. 

JON CORZINE, Co-chairman, Goldman Sachs, 1994-1999: The '90s saw a huge 
buildup in concentrations that we had never seen on a global sca le. Maybe we had 
way back in history. Maybe the Romans had financial institutions that were 
disproportionately large to the overall activity of the world that they operated in, but 
LTCM was a specific type of hedge fund . They were involved whether it was the 
Singapore exchange, the Tokyo stock exchange, the London stock exchange, the 
New York. There was no market that they weren 't [involved in] -- maybe the largest 
player, or close to the largest player. 

NARRATOR: By September 1998, LTCM's losses were spiraling out of control. 
Contagion had arrived on Wall Street. Incredibly, the failure of this single investment 
fund threatened the entire global economy. 

DANIEL YERGIN: If LTCM went down, it would be just the gears, the machine just 
stopping , the economy not working . And of course it 's not just what's on the balance 
sheet of banks and so forth , but that would translate into people not working, 
businesses not operating, small businesses not being able to get their capita l they 
need . And this in a global economy. It was almost inconceivable to see what the 
picture was, but it was sort of just not working, and people just not working. 

NARRATOR: The New York Federal Reserve summoned representatives of major U.S. 
and European banks to an urgent meeting . Jon Corzine, then at Goldman Sachs, was 
among them . 

JON CORZINE : The real problem of Long Term Capita l was nobody rea lly understood 
all the downsides. All one knew was it was going to be extraord inarily dangerous to 
enter into that. And everybody, I think, understood the Fed 's concern that that had 
real implications to the real economy. 

NARRATOR: since LTCM was a private fund, the government could not impose a 
solution. The fate of the global economy was in the hands of these bankers . 

WILLIAM McDONOUGH: The head of a securities firm or a bank is not pa id to be a 
patriot. He or she is paid to serve the best interests of the shareholders, so the most 
that one could do in a position like mine is to say the public interest may wel l be 
served by Long-Term Capital Management not failing , but there is no public-sector 
money to solve the problem. The taxpayer is not going to do this. You folks have to 
decide whether it's in your interest to do it . 

NARRATOR: The banks agreed to put up their own money to rescue LTCM . Wall 
Street had averted disaster, but the global crisis had one final chapter to go. 

BLOCKTITLE: : Onscreen caption: Rio de Janeiro, Brazil , December 1998 



What had started in Asia now reached Brazil , the eight largest economy in the world . 
But this time, a loan package was put in place early. Brazil's government cut 
spending and enacted reforms . 

It worked. Brazil 's problems were contained . Global financial markets gradually 
returned to normal. 

ROBERT RUBIN: Well, and it 's not clear when you would say it ended, but what 
happened was that the countries that actually took ownership of reform -- Korea, 
Thailand , the Philippines, Brazil -- began to reestablish stability in their financial 
markets, and their economies started to recover. And after a while there came a 
point we began to feel , "Well, maybe we're past the cris is." Then a little bit past that 
we said, "You know, it does look like we are past the crisis. " And finally we got to the 
point where we said, "Well, we think this is over." 

NARRATOR: The world economy had survived the first crisis of the global ization era, 
but millions of ordinary people had paid the price. 

ANAND PANYARACHUN : And that's the unfortunate part of so-called globalization , 
because such negative effects can be totally responsible, can come very fast. It takes 
decades for a country to grow up to a certa in level, and all of a sudden it disappears. 

SIRIVAT VORAVETVUTHIKUN : We've been a poor country, so we never tasted 
richness . When we tasted the richness, we wanted more, being greedy. I blame 
myself also; I never had enough . 

Yeah , it 's quite a view, and I really feel bad because no one can enj oy it now. It's all 
left to the bank. Nice fairway and nice lake. It's so sad . 

I had a big dream and couldn 't achieve it. That's why I am today stand ing selling 
things for two hours. But after four years of struggling, at least I know I have a 
chance. Today my big dream is to be McDonald's of Tha iland, because selling 
sandwiches on the streets, now I 've developed a new Japanese sush i. I use Tha i 
brown rice. I am the first in Tha iland . So hopefully in the near future I wil l raise my 
funds in the local stock market so in the future I will be McDonald's of Tha iland. 

NARRATOR: The global economy rested on institutions that dated back to the end of 
the second world war. The contag ion crisis proved that the new era of globalization 
needed new rules. 

WILLIAM McDONOUGH : We have to improve the rules of the game. You want the 
financial system essentially to be like the shock absorber in a car. When you hit a 
pothole the car still bounces, but have you ever been in one that didn 't have a shock 
absorber? If you have a good, strong shock absorber, at least you get through the 
pothole and you 're still driving in the same direction that you thought you were when 
you hit it. 

LEE HSIEN LOONG : I th ink the morale is that there are risks to global ization . But in 
the end there is no alternative to global ization. So don't let your banks go lend 
recklessly ; don 't allow bubbles to get out of hand . Keep prudent measures, sound 
economic policies wh ich will inspire confidence and mainta in confidence so in a crisis 



people will know that you will stay t he course and won 't panic and be up and off. It's 
easier said than done, but these are the principles you have to fo llow. 

LAWRENCE SUMMERS, U.S. Secretary of the Treasury, 1999-2001 : We had a close 
call. And without an activist international pol icy, you could have seen perhaps a 
serious and economic downturn as we'd seen any time since the Great Depression . 
And that's why we need to continue to understand the dynamics of financial crisis 
better. And that's why especially the Un ited States needs to be prepared to take a 
lead in working to contain financial crises. 

NARRATOR: For many Americans, the world financial crisis created new unease 
about the risks of the globa l economy. 

LORI WALLACH, Global Trade Watch : People sense the instability of it. They get 
indicators of it , but they sense it. They get indicators like big meltdowns, like the 
financial crises in Asia . But they also get indicators of th ings like, you know, the local 
bank which just keeps getting merged and renamed . And like your card does work, 
and it doesn't work, and the name keeps chang ing every three weeks . And you 
combine that with the real financia l cataclysms like the Asian meltdown , and a lot of 
people in their everyday life are seeing this sort of out-of-control scenario very 
personally. You know, it 's out of their persona l control. 

NARRATOR: For crit ics like Lori Wallach, this was an opportunity. Together with allies 
in labor un ions, they began to channel publ ic anxiety into what came to be known as 
the "anti-global ization movement." 

BLOCKTITLE :: Onscreen caption : Seattle, December 1999 

The World Trade Organ ization , known as the WTO, manages the rules that govern 
global trade. In late 1999, delegates from 135 nations gathered in Seattle . They 
planned to launch a new round of negotiations that would expand trade even further. 
Instead, Seattle was a watershed . 

DANIEL YERGIN: As one could see from the way Seattle exploded, it real ly caught 
the people of the World Trade Organ ization meeting there quite by surprise. The 
World Trade Organ ization meeting became a lightn ing rod for al l of those people 
across this very broad spectrum who are concerned by some aspect of globa lization 
or what they perceive as global ization or by the causes that an imate and move 
them. 

LESBIAN AVENGERS: The WTO, which is led by CEOs of the compa ny that make 
bovine growth hormone, get to make rules saying that these countries can 't ban an 
unsafe product. 

NARRATOR: Wh ile the protestors represented an array of interest groups, the 
majority were from American labor un ions, which had bussed in thousands of their 
members. 

THEA LEE: People came together from all over the world in Seattle to say that the 
rules of the current globa l economy as embod ied in the World Trade Organ ization are 
unfair. They're bad for developing countries, they're bad for workers, and they're bad 
for the environment. 




