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$ the seconsd millernem of the Christian
A ere Closegl, the it o stales o # the West staill
comipresed vrost of the dominant coomomies
of the carth and the vichest portion of hu-
mank il Theer curvencies were guarded by
centnil banks and foncial law. The pow-
erfud mifluence of therr institutions had ce-
mivrted the sternational market system. Yet
Lreat fissures were increasingly apparent in

their societies and — though

their citizens behieved mr the il
contined hegemony of the
madtaon - states s wndoubtingly
as i an carlier age royalty
had held the divine right of
kings 1o be unassaidable— it
ix cusy 1o deduce the reasons
for ther decline amd full,
Fhus some future Gibbon
may commence the defim
tve summary of the nation-
state, OF course, most peo
ple realize that, although
we retain many of the institutions of 30 or
40 years ago, their places in our culture are
greatly altered. Globalization is usually un-
derstood to be the cause of the changes.
But when Americans and Europeans com
plain about globalization, it often amounts
to this: We want to go home to the '50s or
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60s, they are saying: we want the deal we
had back then.

That deal, however, was always predicated
on the market’s expansion; always implicit
was that those other folks would soon be
doing their best 1o produce, consume, and
sell like us. Today's deal is the same one we
abways had — it's only that many people dis-
like its current phase. All of which should be
tonr obvious to be worth mentioning, ex
cept that this climate of willful ignorance
makes it harder 1o grasp the extent of the
changes and to begin creating the vocabu-
lary to explain what's replacing it,

Bills of rights

What's passing away? Nothing less than the
global social order that arose from the ac
tivities of the lalian Renaissance’s mer
chant bankers and dominated the past five
centuries, Few ideas are as simple and yet
have been as radically transformative in
their effects as money,
with the possible excep-
tions of God, science, and
progressive evolution.
After the initial invention
of coinage nearly three
millenma ago, cconomic
historians point to banking
and paper bills as money’s
second revolutionary ad-
vance. In Europe, these in.
nevations destroyed feu
dalism by shifting power
from land ownership to bills
of exchange, bonds, stocks, and corpora-
Hons; as power’s basis moved from hered
ity and brought more populations into a
single financial system, more complex
forms of government emerged. One of their
primary responsibilities—and sources of
power—became the maintenance of na-
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tional currencies and banking systems.

What's replacing this? Unlike the imagi-
nary future historian, we don't vet have the
analytical tools 10 deduce the new social
forms, We know that the near future will be
dominated by global networks of money,
Roods, services, technology, and data that
increasingly by pass state control, In recent
decades money severed its last connec-
tion with material commodities like gold
Now, of the US. currency supply of more
than $4 trillion, less than one-tenth—
about $400 billion —exists as bills; $2 tril-
hon flows every day in pure electronic
transac tions. Soon most of the rest of what
we used to recognize as money will be
transkated into the vast cloud of abstracted
power moving electronically across the
carth’s face.

Meanwhile, just as hereditary lords and
priests decried monev's dissolution of the
bonds of feudalism, some of the loudest
warnings that the global economy is spin-
ming out of control are voiced by those
who've been aristocrats in the passing dis-
pensation: in two recent books, George
Soros and Sar Jamies Goldsmith (whiose fam
ity has been one of the great European bank
ing dynasties for centuries) are depicted as
apostates who have renounced the path
down which global capitalism is driving us.

Soros spot

William Greider's One World, Ready or Not
cites Mr. Soros’s dark prognostications: “Po-
litical mstability and financial instability are
going to feed on each other.. .. We have en
tered a period of global disintegratson " Suill,
Mr. Greider is decent, accepting that white
males aren’t entitled 1o higher standards of
livang than workers in Kuala Lumpur and
that for many, the present is“a rare opening
in history.a chance to get out from under”
But though he acknowledges that hu
manity might be near understanding itself
to be a shared enterprise, Mr. Greider fears
social and ecological collapse, He insists
those who “worship these market principles,
like a spiritual code that will resolve all the
larger questions for us, social and moral and
otherwise, so long as no one interferes”
have failed 1o understand how absolutely
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the imperatives of global capitalism have
cut loose from parochial atfachments o
individuals, societies, and even multina-
tional corporations,

On this score, alas, Mr, Greider also fails.
His book is full of calls 1 action: Govern-
ments “must reclaim the governing obliga-
tions of the nation-state from privite mar-
kets” “Financial reforms can begin with
measures like transaction taxes on foreign
exchange” “The leading governments, if
they had the will, could swiftly cripple”
those “offshore banking centers where cap-
stal hides trom banking and securities laws
or from national income taxes.”

How could this ever happen? Even given
widespread political will, governments are
in their current position because they've
hadd 10 compete in a world in which corpo.
rations base themselves where they choose
and make it harder 10 determine where
they must pay taxes. Clamp down on those
island banks, and others will spring up—
and such institutions require no territorial
existence, merely a virtual
presence on the Net, In
commeroe, abso, the Inter-
net’s unplications are im-
mense: theres no casy way
b tax software downloaded
from Dijakarta through
Vancouver to Kansas
(short of indiscriminately
taxing all data transfers—a
solution that would have
appealed 10 the Soviets),
Onlime commierce moves o
regions of the carth where
s unimpeded

“The old political order talked about
these changes endlessly, but did not vet
grasp the essential meaning,” Mr. Greider
wriles. He might as well be referring 10
himself, We aren't going home 1o the '50s
and "als, and our problems won't be solved
by the methods of those decades. Mr. Grei-
der’s book, though well mweaning, is largely
mnoecent of intellectual wols to deal with
our situation,

Arresting development

I'he Case Aganst the Global Fconomy,

though, offers some provocative ideas.
Here are more than 40 essayists, col-

lected under the impress of Sierra Club
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Books, who put forth 4 range of outlooks
that vehemently reject economic globali
ration. Jlames Goldsmith weighs in against
capital's mobility, Ex-World Bank eco-
ecconomist Herman E. Daly (whom Mr,
Gresder cites when he wants intellectual re-
inforcement) presents his case. Ralph
Nader and Lon Wallach inveigh against
NAFTA and GATT Swedish philosopher-
activist Helena Norberg-Hodge complains
that Western tourists appear so rich, as if
descended from another planet, that Ti-
betan Plateau dwellers have become
ashamed of thewr own culture. (“Underde
velopment” may be no such thing, but priv-
ileged Westerners who decide that native
populations are better off unexposed 10
development —and who, however sincere,
can usually go home when they get tired —
tend to strike this reviewer as, well, swin-
ish. ) Mher contributors deliver broadsides
of strident green-speak against corporate
colonialism, biotechnology, Wal-Mart, etc.
More persuasive are the economists Ted
Halstead and Clifford Cobb,
who argue “The Need for New
Measurements of Progress”
other than the gross domes-
tic product, and the ecologist
Robert Goodland in“Growth
Has Reached Its Limit”
Two essays are worth par-
ticular attention. Richard
Barnet and John Cavanagh's
“Electronic Money and the
Casino Economy™ recog-
nizes that money itsell has
begun 1o be transformed.
With the global currency market exceed-
ing the annual GDP of all the major
economies, and with 24-hour trading, gov
ernments receve periodic lessons about
how little control they retain—like carly
1995's Mexican crash or 19925 Black
Wednesday, when Mr. Soros proved more
powerful than the British government.
“The dilemma facing national political
leaders is clear]” Mr. Barnet and Mr, Ca-
vanagh write." Impose regulations, then sit
back and watch how quickly financial in
stitutions slip away . . . disappearing nto
other corporations, or otherwise rear-
ranging their atfairs 10 make life difficult
tor the regulators” Yet if “regulations are
observed, they pose a handicap in interna-

tional competiion” The authors believe
the world cannot tolerate for long a situa
tion where global finance could collapse“at
the behest of speculators”

To portray speculators as culprits seems
as narrowly ideological as 1o believe that
the market always acts rationally, The
immense scale and velocity the money

With the global currency
market exceeding the
ennual GDP of all

the major economies,
governments receive
periodic lessons about how

little control they retoin.

market has achieved make it resemble some
invisible astronomic body, wreaking dey-
astating gravitational effects when its orbit
brings it near the earth’s surface, Money —
as powerful i tool as humanity has ever con-
ceived butl never mastered—is attaining
new levels of power and abstraction. Once
people cease to demonize or idealize it, or
attemipt to regulate it through government
mterventions that are increasingly destined
to failure, they might start 1o examine how
it coukd be made to work for them.

LETS moke a deal

Money's most obvious pattern is to flow
where it maximizes its return, Susan
Meeker-Lowry's "Community Money: The
Potential of Local Currency™ points out
that many communitics have seen local
banks that kept wealth within their re-
gional economies disappear when larger
holding companies bought them. One so-
lution is the creation of microcurrencies
that cannot flow owtside a local economy.
Local exchange trading systems (or LETSs)
began in the carly "80s among unemployed
Canadians with skills to offer cach other
but no cash. By passing onc-on-one barter —
because a mechanic might need a dentist
when no dentist needs his car fixed —the
exchange expanded 10 8 community of
members, The mechanic went to the dentist;
the mechanic's LETS account was debited,
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the dentist’'s credited; when the dentist
needed a carpenter, that credit could be ap
}lliu_'n.l Iransactions were reported 1o a
codrdinator, and credits existed as records
on & database. Members recen g'd mur\‘.lllj
statements, with listings of other members
and services they offered. Participating
businesses enlarged their customer bases.
wa m i"g . th i S 3 d i S n Ot Fhe original | I,h -I.nrh.-\_i “”.h 6 'nrm!wTa
and four vears later had 500, Todav nearly
. 2 200 LETSs exist in Britain, with variations
h yp er- I in k e d tﬂ our WE h Sl tB . in Canada, Australia, and the United States
that use actual paper notes,

I'he government hasnt demonstrated
much interest in suppressing alternative
currencies, so long as they don't resemble

A t t e m p t s t n m t u a c c E s s fex iq'r al notes; there’s Pres t.'uh'!l;l F'I:l-..l' the
scrip used during the Depression. On the

the l'llllSt up-tﬂ'datﬂ iﬂfﬂl‘l’l‘latiﬂﬂ other hand, the Mamp Pavments Act of

1862, signed by Abraham Lincoln, out

on Si I i con va l I ev mav cause lawed the alternative currencies prolifera

ing during the Covil War (inflation had led

confusion in those around you. value outstripped their face vabue). The

constitutionality of the acl was immedi

to the hoarding of coins as their metal

ey e stioned, The "-IIJ‘HI]H' Lourt up-
held the act, which is still intact, but also
ruled that notes not resembling US. ¢

rency and hkely to arculate in limited

arcas fall outside '|h|.' Acts MO
E-money isn't everything

Could the Stamp Payments Act be applied
against clectronic money? Conceivably,
But it's worthwhile to view this in another
context: individual credit card holders ac
cess thousands of dollars from the future
'.mh'Fl.’u\ i today's market,. Thas s itself a
Kind of virtual currency, circulating at a
rate of more than S150 billion a vear in the
mmid 905, Commercial institutions like Visa
and MasterCard have been distnibuting
new currencies for the last 50 vears. Will
the tederal government close them down?
No, and so far officials seem to be doing
t"n'L'H‘.hlrlg |h|ut|'l||: not 1o stifle the new
systems of electronic money. In 1862 Lin
coln’s government did not intervene until

. " ' of I perhaps 10,000 currencies were circulat
ISt DOOKMAarKk our s ,then cl g Ul the @

U ing. loday's federal government appears

coverage on slicon Yalley busir $ and technology concerned only that online currencies be

straight from people on the inside of Silicon V; r]:1-r1-|-|.u.1 Companies like DigiCash,
Mercury Coner First Virtual Holdings, CyberCash, Net!
fie Fattas o B doiwr Swves

Mondex International (one of Ture Hig-

RING'S Lop 100 companics; see page 82); a




HEREIEE LOIMNAEY

firm called NetCash; and familiar players
like Citibank, MasterCard, Visa, and Net-
scape are all devdloping digital money or
smart cards. Besides Internet commerce,
they want a slice of the charges on trans-

Notional governments
won’t disoppear; they
will linger on—often
irrelevant, certainly

reduced in scope.

actions currently involving cash or checks.
Although the total sum of the world's
money that changes owners through elec-
tronic transler is already around 90 per-
cent, something like 90 percent of all trans-
actions that occur still imvolve cash, usually
in simall denominations—$300 billion an-
nually in the United States alone,

As cash gives way 1o clectronic curren-

cies, the successtul companies stand 1o
gain more of the interest earned from their
customers’ money when it is not in play
but “stored,” and more of those revenues
that governments, as the sole creators of
currency, had previously monopolized.
The Federal Reserve is today required 10
buy Treasury securities in an amount
equal to the value of currency in circula-
tion and turn over the carned interest

This is presently about $20 billion a vear
and, with the profit the government makes
selling money 1o banks, constitutes mod-
ern seigmionage—the profit the Crown tra

ditionally made from minting money.

I 20 years the federal government may
not face this boss with such equanimity. Al-
ready capital has attained global mobility,
forcing affiuent nations to make persoal
INCome taxes their greatest revenue source,
As skilled “knowledge workens” are likelier to
benefit from globalization than less skilled
laborers, the inequitable possibility is that
taxation’s burden will shift further onto

those least paid and least able o evade it.
Yet digital currencies will probably work
against this prospect also. Because anyone
can create his or her own currencies, com-
munitics may emerge that will be descen-
dants of the LETS groups. They will design
the rules of thar money so as 1o keep as
much of their wealth among their members,
reinvesting it locally. Such communities
may be based on regional membership like
the LETS groups are, but more likely they
will be virtual communities formed around
a sense of shared identity, Ralph Reed and
Louts Farrakhan might be well placed.

Bye-bye, big government

The long-term prognosis isn't good for the
nation-states. Globalization has already
weakened their control of their currencies.
Their tax bases will almost certainly grow
more problematic; the welfare state, the
toundation of the nation - state’s legitimacy
in many affluent countries, seems termi
nally stricken. There is a feeling spreading
that national governments are too small 1o
handle global forces but too big to manage
people’s lives. National governments will not
disappear; they will linger on, often irrele-
vant, certainly reduced in scope—and in
the spaces they have been forced to vacate,
paradoxically, it may be that many groups
will find a renewed sense of the real roots
of their national and cultural identities.
We have entered an era of cither im-
mense opportunity or potential devasta-
tion. This 1s the beginning of the third
revolution of money; we cannot as yet
imagine what much of this will mean, but
as the two books reviewed here suggest,
many assume that the consequences of
radically liberated money can only be bad.
They shouldn't. Keynes once wrote of how
“the dithiculty hies, not in the new ideas, but
in escaping from the old ones, which ram
ify, for those brought up as most of us have
been, into every corner of our minds.” One
Knows what he means; one sees it in one-
sell and in all the contributors o The Case
Against the Global Ecomony. They would
have the human race live for a million
years as a dreary planet of subsistence farm
ers; but even as they write, most cultures
have already opred for development. e
Mark Williams is a science writer living in
Ouaklarnd. Write to markred@ ol com.
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