Discussion Topic: The Golden Straitjacket

To fit into the Golden Straitjacket a country must either adopt, or be seen as moving toward, the following golden rules: making the private sector the primary engine of its economic growth, maintaining a low rate of inflation and price stability, shrinking the size of its state bureaucracy, maintaining as close to a balanced budget as possible, if not a surplus, eliminating and lowering tariffs on imported goods, removing restrictions on foreign investment, getting rid of quotas and domestic monopolies, increasing exports, privatizing state-owned industries and utilities, deregulating capital markets, making its currency convertible, opening its industries, stock and bond markets to direct foreign ownership and investment, deregulating its economy to promote as much domestic competition as possible, eliminating government corruption, subsidies and kickbacks as much as possible, opening its banking and telecommunications systems to private ownership and competition and allowing its citizens to choose from an array of competing pension options and foreign-run pension and mutual funds. When you stitch all of these pieces together you have the Golden Straitjacket.

Unfortunately, this Golden Straitjacket is pretty much “one size fits all.” So it pinches certain groups, squeezes others and keeps a society under pressure to constantly streamline its economic institutions and upgrade its performance. It leaves people behind quicker than ever if they shuck it off, and it helps them catch up quicker than ever if they wear it right. It is not always pretty or gentle or comfortable. But it’s here and it’s the only model on the rack this historical season.




-- Thomas L. Firedman





The Lexus and The Olive Tree, Understanding Globalization
In Friedman’s book, he gives the above prescription for countries/economies to fit into the era of globalization.  He contends that if countries fail to follow the above golden rules they will be punished by markets and the flow of capital.  He cites the recent Asian financial crisis as an example of this concept, the Russian economy as another.

1. Do you agree/disagree with Friedman’s prescription?  Why or Why not?

2. Can you give examples in Japan or in your home country that fall short of implementing any of the golden rules above?

