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INTRODUCTION

Disorder

The gods love what is secret and abhor what is obvious.

—Roberto Calasso, Ardor

In 1991, two years after the Berlin Wall crumbled, the Soviet Union disintegrated and the United States became the world’s undisputed economic and military superpower. At that time, America accounted for about one-quarter of world gross domestic product. Its closest economic rival, Japan, captured a one-seventh share but had little military power to speak of. Over the next decade, the United States became even more dominant. By the year 2000, its share of world GDP rose to nearly one-third, while Japan’s share was the same as in 1990 and China accounted for barely one twenty-fifth. It seemed as though US hegemony was becoming more deeply entrenched, with its market-oriented liberal democracy setting the standard for the rest of the world. US dominance was enhanced by its partnership with other rich industrial nations that shared similar values. Collectively, the seven largest industrial economies at the time—Canada, France, Germany, Italy, Japan, the United Kingdom, and the United States—produced nearly two-thirds of world GDP in 2000.

In recorded human history, no civilization or empire has maintained its supremacy indefinitely. The Roman, Byzantine, and Ottoman Empires, and more recently the British Empire, were once all-powerful and controlled vast swaths of territory. Each of them eventually withered away, brought down by some combination of external competition and internal rot. Perhaps US hegemony should not be measured by the same yardstick used to judge previous regimes. Over the past century, at least prior to Donald Trump’s second term as US president, the United States has had no serious ambitions to annex and directly control territory outside its borders.

US command over the global economic and financial order and the country’s aggressive advocacy of free-market liberal democracy across the globe, including by force in some cases, is still reminiscent of an aspiring empire. If history proves a reliable guide, American dominance will one day meet the same fate as that of empires of yore, even if that day lies in the distant future. To its detractors, American power already seems diminished as it struggles to sustain democracy and free markets within its own borders.

Prognostications regarding US dominance and rivals who could usurp its primacy represent only a part of the bigger picture, though. Instead, we must consider the broader implications of the forces reshaping the world order—implications that extend beyond the mere distribution of economic and military power to fundamental questions about which economic and political models may prevail.

These issues are coming to the fore amid momentous changes. Some of the changes are hugely positive—an increase in living standards around the world, longer human life spans thanks to medical advances and better nutrition, and the rise of new economic powers such as China and India, which has lifted millions out of poverty. Others, such as climate change and rapidly aging populations, are portents of tougher times ahead, some aspects of which already stand at our doorsteps. Internecine warfare, the expansionary tendencies of some autocrats, competition between rival forms of political and economic organization, and the warping of democracy worldwide are affecting all our lives. New technologies and innovations, including artificial intelligence (AI) and social media, are bringing us closer together and simultaneously tearing us apart. Each of these changes has ramifications for economies, societies, cultures, and, of greatest relevance for this book, the global economic and financial order.

Looking back, the beginning of this millennium will be seen as an important inflection point. In that year, dramatic changes that had been brewing for a while picked up pace. Some of them would shake up the world order, while others, such as the creation of a monetary union in Europe, would fail to deliver fully on their promises. The biggest shifter would prove to be the opening up of China, which was admitted into the World Trade Organization (WTO) in 2001. That gave Chinese exports access to international markets, kicking off a period of supercharged economic growth that has reshaped the world economy.

Today, the composition of the world economy has changed markedly since the beginning of the millennium. The US share of global GDP has fallen back to 26 percent, while China’s share has soared to 17 percent, leaving other countries in the dust (global GDP is the sum of each country’s annual GDP measured in US dollars at market exchange rates). The era of US economic dominance is hardly at an end, but the period since 2000 has not been favorable to America’s close allies. Japan’s economy has shrunk to 4 percent of world GDP, close to India’s share. The combined share of world GDP of what used to be the seven largest industrial economies, which constitute the Group of 7 or G7, has fallen to barely 44 percent, a 20 percentage point decline since 2000, with Canada and Italy now bringing up the rear of the top ten economies.

My tribe of economists believes that competition is a positive force in practically every realm, certainly better than the alternative of unchecked monopoly power. Competition spurs efficiency, discipline, and innovation. Uber’s technology for matching people seeking rides with those willing to offer them was remarkable, but it is competition that has kept the company on its toes. Uber’s competition with Lyft in the United States and with other ride-sharing apps in various countries keeps prices down for riders and forces those companies to continually innovate and manage costs. Apple and Microsoft have to do the same in their incessant battle for market share, while at the other end of the spectrum Google’s dominance in search and other services arguably gives it undue power that is not in the best interests of consumers.

Now, it is true that basic precepts of microeconomics do not always apply to the complex world of geopolitics. However, the underlying logic—that power cemented in the hands of only one or a few is less beneficial to society than a system where power is shared among many—is the animating force behind the democratic principles the West holds dear. A unipolar world is not without its advantages, though. A hegemon willing to exercise leadership and use its heft to maintain a rules-based system can be conducive to stability. For much of the post–World War II era, the United States willingly took on that role, but its muscular approach to maintaining order earned legitimate criticism. Indeed, the United States itself, particularly under the Trump administration, appears to have lost its appetite for this role.

Shifting from a unipolar world, in which the United States and its Western allies dominate in every sphere of global competition and influence, to one where new powers such as China and India assert their presence should offer opportunities for greater stability, as countries deploy their power in constructive ways for fear of losing influence. That, at least, is the theory. Reality is proving to be rather different.

Intensifying competition in the marketplace for global power is fomenting destabilization and tribalism as the world lurches toward a new order in which instability seems typical. Some might find comfort in the hope that this turmoil is simply the result of the world’s adapting to a reconfiguration of economic and financial power and that eventually things will settle into a new and more stable equilibrium. This is not the case, though. In fact, I contend that the forces that should be pushing the world toward balance are deepening the rifts and inciting disorder rather than fostering stability.

Global trade and financial capital flows, driven by private businesses seeking profit and investors searching for better returns, once helped create bridges even between countries that were geopolitical rivals. American firms, for instance, invested heavily in China while building up their global supply chains. China benefited from the technology these firms brought with them. The firms were thus in a position to advocate with both governments for policies that would help to maintain good relations between the two sides.

Amid rising bilateral tensions and growing hostility from the Chinese government, American companies have begun retreating from China. The tensions cut both ways, with Chinese firms that operate in the United States now facing greater scrutiny. The social media app TikTok, created by the Chinese company ByteDance, found that even its user base of over half the American population did not insulate it from the threat of a ban on national security grounds. Legions of distressed teenagers and social media influencers do not, unfortunately, carry as much weight in geopolitical matters as business interests.

Moreover, it is not just American and Chinese companies that are shifting their behavior in the face of the rising hostility they face in each other’s countries. Worldwide trade in intermediate goods, final consumer products, and even technology is being reshaped as firms look to run their supply chains through friendlier countries that have established better relations with their home countries. Flows of financial capital are similarly reorienting in line with geopolitical fissures, deepening rather than bridging over those fractures.

These developments are shredding the script about how the mutual benefits from economic integration offset or even outweigh the intrinsically competitive structure of geopolitical influence, in which one country’s gains are another’s losses. That script worked well for a while. Globalization, the expansion of international trade and financial flows that gathered momentum in the mid-1980s, delivered many benefits. Countries saw a future of common prosperity, with improving living standards not only supporting a shift toward open and democratic societies but also giving political leaders reason to tamp down geopolitical tensions that could damage economic and financial integration. China looked as though it was gradually but surely being co-opted into the liberal democratic order, led along by the promise of growing affluence.

Now, however, the feedback loop between economics, domestic politics, and geopolitics is spiraling out of control and becoming destructive on every front, turning into a doom loop. It has become apparent that the benefits of globalization have been distributed unevenly, resulting in debt-fueled financial crises in developing countries and wiping out manufacturing firms in some industries in advanced economies. The ensuing populist backlash has put in power leaders who have undermined democratic institutions and are hostile to globalization. International trade has been portrayed by these populists as a phenomenon in which one country gains only at the expense of others rather than enabling common prosperity. And the system of rules that underpinned the post–World War II world order is at risk of decay or, worse, irrelevance.

Thus, the prospects of a multipolar world are creating new dangers rather than quelling old ones. This is where we begin our exploration of the shape a new world order might take, the forces that will determine its contours, the perils that lie ahead, and some reasons for hope. This book will guide us through the twists and turns of this perilous journey, with some unexpected outcomes along the route. (That route is laid out by chapter below.) Forces that should promote stability, I argue, have become perverted into instruments of instability. Rather than just a transitory phase en route to a calmer and more orderly system, we find ourselves in a deeply troubled new world in which destabilization has become the norm.

Dimensions of Power

Dramatic changes have been underway since 2000 in the global composition of national incomes. The group of countries referred to as “emerging markets”—mostly middle-income countries such as Brazil, China, and India that have opened up their economies to international trade and financial flows—have risen significantly in economic power. These countries now account for a growing share of global GDP and other measures of economic activity such as world trading volume. Greater balance in economic power surely ought to have a stabilizing effect, with economic outcomes in any one country no longer having an outsize impact on others. More evenly balanced competition should also generate greater efficiency, increasing the size of the worldwide pie and making everyone better off.

Multiple factors, though, are throwing off this balance. Despite their rapidly expanding sizes, emerging-market economies remain relatively poor. On its present trajectory, India will become the third-largest economy in the world by 2030. But with its massive population, India’s per capita income will barely equal one twenty-fifth that of the United States. The gulf in per capita incomes between emerging-market and richer, more advanced economies affects their respective approaches to matters of global concern, making cooperation more elusive.

Take combating climate change, an issue on which there ought to be a clear commonality of interests. China, the United States, and India, in that order, are the three largest emitters of greenhouse gases. The United States is a far richer country and, on a per capita basis, has much higher emissions than the other two. Moreover, on this basis, India’s emissions remain well below those of the top ten emitters. This discrepancy generates tension in apportioning the blame for both carbon emissions and other drivers of human-induced climate change, as well as the costs of alleviating them. Climate change mitigation measures, such as reducing industrial and automobile emissions, are seen as costly, creating an inescapable trade-off with economic growth. Poorer economies feel it is unfair for them to shoulder the burden of this trade-off and limit their growth. The sad irony is that these economies tend to suffer the most from the destructive effects of phenomena such as floods and hurricanes that are exacerbated by climate change.

What about military power, once the key determinant of a country’s eminence in world affairs? US military expenditures exceed those of the next nine economies (ranked by the size of those expenditures) combined. While still lagging the United States, China’s military capabilities are growing along with its willingness to use those capabilities to aggressively expand its regional sphere of influence. The deterrence effects that two major military powers have on each other are being undercut by fraying ties between them in other areas. The once widely held view that countries that are deeply connected through trade are less likely to go to war with each other suggests that weakening trade linkages across the globe—US-China trade in particular—may bode ill for a peaceful world order. 

Moreover, while conventional military prowess remains important, nuclear weapons have given small countries that possess even a handful of them outsize capacity for destabilization. Military power can substitute for weaknesses in other areas and elevate the status of rogue states, whose threats then need to be taken seriously, as North Korea’s belligerent behavior has shown.

In short, a less concentrated distribution of “hard power,” measured by GDP and military muscle, has not exactly been conducive to greater harmony between nations. Meanwhile, the tussle for “soft power”—influence that goes beyond a country’s money and arms—has shifted in ways that do not promote stability either. The United States’ diminishing interest in providing global leadership has given China an opening to augment this alternative dimension of its power. China’s attempts to accrete soft power through economic engagement as well as support of regimes shunned by the West have won it numerous friends and geopolitical allies in Africa, Asia, and Latin America. The worm is, however, turning. Many countries are now pushing back against China, blaming it for their debt burdens and for seeking to influence their domestic politics. Rather than benefiting from greater competition for soft power, a large majority of countries have been harmed by the disengagement of one superpower and the less-than-constructive engagement of the other.

Currency Competition

Financial power, which is often linked to the prominence of a country’s currency, has changed surprisingly little in one respect and in unexpected ways in another. The US dollar’s preeminence in the global financial system has persisted, notwithstanding American policy stumbles and political dysfunction and despite pushback from rivals frustrated with the United States for wielding dollar dominance as a geopolitical weapon.

Meanwhile, ostensible competitors of the dollar such as the euro and the Chinese renminbi (RMB) are proving too fragile to mount a serious challenge, while other traditional powerhouse currencies such as the Japanese yen and the British pound sterling have taken a beating in recent years. These currencies, along with the upstart currencies of smaller economies such as Australia and Canada and those of emerging powers such as India, are now trading places in an increasingly fragmented second tier.

This is one area in which the usual (economist’s) conception of competition as fostering better outcomes is turned on its head. The unrivaled status of the dollar could paradoxically prove a source of stability amid destabilizing competition between other currencies and particularly at times of severe stress in financial markets, when the entire world’s trust in the dollar can keep a bad situation from turning worse. But the dollar’s dominance comes with its own costs, exposing the rest of the world to financial turbulence caused by the vagaries of US economic policies and politics.

Globalization: Cohesion or Disarray?

The grand hope of globalization—greater trade and financial integration across national borders binding countries together in a mesh of shared interests, building harmony, and fostering progress toward a world united by shared values—has been dashed. Instead, integration has taken a turn toward fragmentation that closely parallels geopolitical rifts, deepening the fault lines between groups of countries that perceive others as rivals rather than as participants in a cooperative endeavor that benefits everyone. The positive-sum game of economics, where all countries can benefit from freer trade in goods and resources, is being recast by unscrupulous politicians as one where a country can benefit only at the expense of another, and as an excuse for the failures of those politicians’ policies. Thus, economic forces are no longer countering the inevitability of the zero-sum game of geopolitics.

The aggressive jockeying between China and the United States exemplifies this shift. The two superpowers are explicitly engaged in competition for economic and geopolitical supremacy, with free and open trade falling victim to this competition. With no countervailing forces that can maintain a healthy balance, superpower competition is especially treacherous and destined to intensify, with every action and provocation deepening the rift. As large as these two countries are, though, this story is not just about their rivalry.

Globalization had a hand in sowing disarray around the world. Its devastating effects on jobs in some industries, and the decimation of entire industries in a few cases, have played an important role in bringing many once-vibrant democracies to the precipice of anarchy. The American Rust Belt might have faced a gradual decline in the best of circumstances, owing to technological shifts and the US economy’s reorientation away from traditional smokestack manufacturing to services and high-tech industries. But imports from China and other low-wage countries accelerated that process, creating a class of marginalized workers, eroding support for free trade, and rewarding political appeals to resentment. Benefits from the freer flows of goods, services, and financial capital have been less noticed, let alone welcomed, by voters. Harnessing globalization’s potential to improve economic outcomes and lives while allaying its destructive effects will be even more challenging with countries at loggerheads.

The urge to diversify economic (and, as we will see later, geopolitical) relationships has become a common theme underlying ongoing realignments of trade and financial flows. Businesses are taking the lead, shifting away from linear, cost-efficient supply chains that wind through multiple countries toward a new approach that promises greater diversification in their supply chains and in the markets for their products and services. American corporations, for instance, are limiting new investments in China while increasing investments in production facilities within the United States itself, as well as in Mexico, India, and other friendlier countries. Such actions in principle make these companies less vulnerable to risks associated with climate change, political instability, and cross-national tensions. This strategy comes at a cost, but one that businesses seem willing to pay to mitigate uncertainty. In another paradox, this very behavior risks worsening geopolitical tensions by diminishing the once-powerful counterbalancing force of strong economic ties.

Rules of the Game

Corporations and countries do seem to agree on one principle: that a set of fair and transparent rules governing cross-border commerce, financial flows, and even international relations is highly desirable. Beyond that general proposition, though, we see discord at every stage. Rules designed to promote evenhanded and orderly competition can make all countries better off, but the very question of who writes the rules and who enforces them is inevitably fraught and sets off contests over influence.

The legitimacy and effectiveness of multilateral institutions are now under threat. The WTO, the arbiter and enforcer of global trade rules, has tried to be evenhanded, not shying away from taking even the United States to task for violating those rules. But the view that it has been lax in applying the same standards to serial violators like China culminated in the Trump administration’s disengagement of the United States from the organization and its threat to withdraw altogether. The WTO is hindered by the perception that its rules are formulated and enforced in ways that kowtow to economic and financial power rather than embodying principles of fairness.

Fairness no doubt lies in the eye of the beholder, but the perception of unfairness has serious effects. Emerging-market economies view the rules regulating international commerce, which have been devised largely by the advanced economies, as stacked against them. China, in particular, has been frustrated that its voting power at multilateral financial institutions such as the International Monetary Fund and World Bank lags behind its economic size because the traditional economic powers, particularly Europe and Japan, have been loath to cede their own influence. China has therefore taken to setting up its own institutions, such as the Asian Infrastructure Investment Bank, where it largely runs the show. It has also attempted to draw other emerging markets more tightly into its embrace through organizations such as the New Development Bank, which was set up in tandem with Brazil, India, Russia, and South Africa. The five founding members are in principle on equal footing, but there is little doubt that China dominates in all matters of consequence.

Competition between institutions can be healthy if it causes each of them to aspire to higher standards in governance and transparency and in maintaining legitimacy across a broad membership. Instead, though, it is creating a patchwork of rules and regulations that will ultimately hinder the free flow of goods, services, and money that underpins globalization. This turns the array of new and old international institutions into forums for destructive competition and, possibly, the eventual erosion of standards, rather than into sources of order and stability. The Trump administration’s contempt for and open hostility toward multilateral institutions, many of which the United States was instrumental in setting up, have added to this ferment.

Middle Powers and Alliances

The fracturing of globalization and international governance has deepened geopolitical rifts, creating a predicament for established and rising middle powers. Ranging from large countries like Brazil, India, and Indonesia to smaller ones such as Chile, South Africa, and Vietnam, these countries typically lack independent power bases but have a common interest in enhancing the stability of the world order, for they are perilously exposed to global turbulence. Their behavior, in the face of a set of unsavory choices, is likely to prove detrimental to that stability.

With the United States and China engaged in a battle for global domination, there is no obvious alternative pole to which middle-power countries that depend on alliances with larger countries can tie their fortunes. The available choices therefore vary only in their degree of bleakness. For all its protestations about maintaining a strong presence in the Asian region, for instance, the United States has hardly been a reliable and trustworthy ally. This was exemplified by the last-minute US withdrawal from the Trans-Pacific Partnership, a trade agreement that had been actively promoted by the United States itself to counter China’s expanding influence on the rules governing trade in the region. Such mercurial American behavior, which predates Trump but has certainly been amplified by his administration, has put many countries, especially those at China’s doorstep, in a quandary.

Countries that have established strong economic or security-related relationships with both China and the United States are now being pushed to choose sides, a decidedly awkward and uncomfortable prospect. Some countries that seem to be deliberately balancing on the narrow ridge between the two sides risk falling into one valley or the other in a manner not entirely of their own choosing. Countries such as Singapore, South Korea, and Vietnam cannot easily escape their tight trade and financial links with China. Yet, while wary of being drawn deeper into China’s economic and political embrace, they seem reluctant to push back too hard against the region’s dominant power, particularly since neither Japan, once the leading economy in the region, nor the United States can be counted on to serve as an effective or reliable counterbalance.

The theme of diversification, which is becoming pervasive in business operations, is also apparent in the behavior of many countries that are choosing to diversify their loyalties rather than allying themselves too closely to any one global power. This strategy undermines the advantages gained by developing close alliances that can provide economic and security benefits. On the other hand, the rewards gained by tying a country’s fortunes to that of any single power can be outstripped if the benefactor ends up on the losing end of global competition for economic and geopolitical power. This sets up what is often an impossible balancing act for small countries in particular, which depend on others for their economic and political survival.

The balancing act is complicated even for countries that have the luxury of size or wealth, but some of them are finding a new path. Issue-based alliances that flex with changing circumstances are likely to become pervasive, with countries finding common ground with others on specific issues and at particular times but without forming broader alliances that cover all the bases. India, for instance, has shifted back and forth between serving as an independent voice for developing economies, allying itself with other major emerging-market economies, and trying to build a stronger and more stable relationship with the United States. These objectives are not necessarily inconsistent but come into conflict when circumstances such as the Russian invasion of Ukraine force India’s hand. In this case, India put its economic interests first and allied itself with Russia and China, refusing to participate in US-led financial sanctions on Russia or limit purchases of Russian oil.

Alliances that are based on hard-nosed short-term considerations rather than a shared set of values are unlikely to promote a more stable world through cooperation. Such transactional relationships, with countries often seeing their interests as not necessarily compatible with the broader global good and unwilling to compromise when promoting narrowly defined goals, can instead breed instability. When each issue is viewed as deserving resolution on its own merits, reaching compromise through grand bargains becomes challenging.

New Technologies: Panacea or Peril?

Technology and innovation are indispensable for achieving economic progress in a world with finite resources. They not only improve the quality of human existence but can also level the playing field, distributing economic power more evenly within and between countries.

New financial technologies built on digital platforms, collectively referred to as fintech, have transformed lives in many less developed countries. Consumers, businesses, and even street vendors now have access to fast, convenient, and secure digital payments. Fintech is also bringing countries closer together by improving international payments, reducing frictions in the flow of money across national borders. Some of these technologies, which are cheap and easily scalable, are giving middle- and even low-income economies the capacity to compete on a level footing with richer economies. China and India, for instance, have leapfrogged the United States in making low-cost and efficient digital payments widely and easily accessible.

These changes are not just about making payments more efficient. Mobile phone–based banking, which runs on basic flip phones and is readily accessible even to the illiterate and innumerate in low-middle-income and low-income countries like Kenya and Somalia, connects a country’s citizens to its financial system, giving them opportunities to better manage savings, credit, and risk. This in turn gives them a stronger interest in seeing reforms enacted that are needed to fuel economic progress, helping to turn around the narrative that any reforms benefit only the rich while leaving the poor to suffer the dislocations caused by those reforms. Thus, technology can indirectly help make a better case even for globalization and build support for the reforms needed to make it work well for entire populations.

And yet, for all its promise, the darker side of technology is rearing its head in disturbing ways. Every new technology that can serve the broader public good can be used as easily in a damaging manner. Digital currencies, especially cryptocurrencies such as Bitcoin, have become havens for rampant speculation and illicit commerce. AI has unleashed powerful forces that will be difficult to control, deepening the alienation of those already marginalized by exclusion from economic opportunities. Social media, which was intended to bring us all together and eliminate physical distance as a barrier, has become an instrument for sowing and amplifying discord.

Technology by itself does not ensure international cooperation, which requires a sense of common purpose and shared interests rather than just closer connections. Moreover, human rapacity and the power of new technologies in the hands of individuals or even countries with malign intentions can cause enormous damage. These add up to a potent, toxic combination for destabilizing individual countries and the world order by undermining national and international institutions.

Visions for the World

There was once a widely held belief that liberal democracy and market-oriented capitalism went hand in hand, reinforcing and strengthening each other, and that this combination would eventually dominate the world. This optimistic view was probably most pervasive in countries that already operated liberal market-oriented democracies and that happened also to control the major global sources of information. There were certainly good reasons to accept this narrative, with the fall of the Soviet Union bolstering it and making it seem like an inevitable outcome. Recent history, though, has not been kind to this vision.

The messiness of democracy, particularly when it runs off the rails and puts (phony) populists in power, has hardly been helpful in building the case that it is the ideal form of political organization. Figures such as Jair Bolsonaro in Brazil, Boris Johnson in the United Kingdom, Viktor Orbán in Hungary, and Donald Trump in the United States rose to power through democratic elections. With its mechanisms that rely on norms and decency proving no match for such demagogues, who shamelessly pander to tribal instincts and thrive on breaking norms, democracy has not looked this fragile in nearly a century.

China has aggressively pushed its own vision of the ideal economic and political structure, which manifests in tight state control over the economy and society. This vision certainly resonates well in many countries where it is far easier for the political and economic elites to maintain control over the reins of power and dismiss any notion of accountability to the broader public.

And yet, communist economies such as China have to a significant degree relied on private enterprise, market mechanisms, and competition to achieve their economic objectives. The most important legacy left by Deng Xiaoping, who served as China’s paramount leader from 1978 to 1989, was the set of reforms that ended the collectivization of agriculture and allowed private enterprise to flourish, in addition to opening up the economy to foreign trade and investment. Even Chinese President Xi Jinping, clearly a firm believer in the virtues of a state-dominated command economy, seems to recognize that private enterprise has become too important to China’s prosperity to quash altogether. Meanwhile, governments in countries that extol the virtues of competition and free markets, including the United States, have become increasingly interventionist in their own economies and financial systems.

This convergence, which is admittedly modest and at odds with increasingly sharp rhetorical differences between the two competing visions, is hardly something to celebrate. It is instead the result of deeper rifts in views of the system of rules and institutions underpinning the global order and its ability to deliver fair and equitable benefits. If dysfunctional rules and institutions render free markets unable to deliver broadly beneficial outcomes within and between countries, then governments will step in, perhaps to an intrusive extent. And this will not only hurt economic progress but also undercut cooperation. More extensive state intervention, for instance, makes it harder for private businesses to foster economic connections across countries that in turn serve as a counterweight against other factors pulling countries apart.

Reclaiming Order from Disorder

Economic, political, and geopolitical forces have become entangled in a doom loop, with factors that ought to promote stability instead being twisted around and fueling disarray. To counter the forces of disorder, which are feeding off each other, the world needs true leaders—political leaders who are able to better align their countries’ long-term interests with those of the global community and who are able to inspire their citizens to recognize that prioritizing short-term parochial interests over all else serves no one well. The world also needs a better way of devising and enforcing rules that are evenhanded and promote the common welfare. The political systems we now have, alas, are turning into refuges for those intent on perpetuating their own power rather than serving the public good.

The real challenge is to develop more effective institutions, at both the national and global levels, with which to harness all the good that humanity is capable of. This brings us to the central paradox we now face. Robust institutions, which design and administer rules that are fair and transparent, can help countries and their leaders circumvent human prejudices, narrow interests, and short-termism. But we need to rely on our better nature to create such institutions, keep them in healthy functioning order, and rejuvenate them when they weaken. As institutions fray, visionary leaders will find it harder to emerge and gain power while demagogues and false populists become entrenched in the power structure even as they twist it to their own ends.

Instability and chaos are becoming the status quo in the new world order. Breaking out of the doom loop that characterizes this order will require an extraordinary level of engagement from all of us, as citizens not just of our countries but of the world. But we must first understand the forces at play and how they are becoming perverted from constructive into destructive forces. Only through this understanding can we begin to find ways to effect the positive change that is essential to rebuilding and reinforcing national as well as global institutions. The difficult task ahead is to fortify institutions such that they promote prosperity and stability for all. We must confront these challenges head on rather than turning away. The stakes are simply too high.
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