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 (Applause.) 

 

 DR. LAWRENCE H. SUMMERS:  Thanks, John.  And I’m glad to be here at CSIS.  I 

have not been in this beautiful facility before, and it is quite an extraordinary facility.  And I’m 

flattered that all of you have come out to hear what I have to say.  I’m not sure how much light I 

will be able to shed, but I will attempt to be at least modestly provocative. 

 

 I want to do three things:  I want to talk a little bit about how I see the attributes of the 

United States in the geoeconomic realm; I want to talk about alternative paradigms through 

which one can see the objective of U.S. geoeconomic policy; and, having assessed the attributes 

and having argued in favor of a particular paradigm, I want to apply it to suggest some principles 

for the United States in the economic realm going forward. 

 

 Where do we stand?  To think about the United States geoeconomically requires 

recognizing four realities. 

 

 We have unmatched potential for strong performance in the global economy.  If you 

think about demography, we are the only part of the industrialized world with a growing labor 

force.  We have a unique capacity within the industrialized world to attract and to assimilate 

skilled entrepreneurs. 

 

 If you think about technology, we have close to 70 of the world’s leading hundred 

universities.  We have the most impressive complexes of corporate science.  We have really huge 

leadership positions in both information technology and the life sciences.   

 

 If you think about the capacity for natural resources, we are extraordinary, and the more 

extraordinary in the last five years because of the fracking revolution.   

 

 If you think about corporate cultures, corporate governance, and a financial system that is 

able to flexibly channel capital, we are the only country in the world where you can raise you 

first $100 million before you buy your first suit.  We have the capacity to channel capital to new 

uses, and to quite ruthlessly take capital from uses where it’s being repeatedly deployed but not 

effectively.  We have the capacity for creative destruction that is the reason why turnover in the 

S&P 500 or the Fortune 500 are between two and three times what they were in the 1960s.   

 

 And so, relative to any significant part of the world that has achieved productivity and 

income levels that are half of ours or more, I would submit that we have extraordinary 

advantages in terms of our potential in the world. 

 

We are the most open major economy in the world if you measure things either by legal 

measures – of the extent of tariffs, the extent of quotas, the extent barriers to foreign firms 

entering our market through investment – or, what’s perhaps more important, if you measure by 

cultural barriers – the willingness of Americans to buy foreign products rather than domestic 

products if the foreign products are better; the willingness of American firms to do business with 

those who produce a better product or provide a better product, but do so at a lower and better 



price.  We stand out, I would suggest, for our openness. 

 

 We are underachievers, despite all this potential.  Truth is that U.S. economic 

performance has not in recent years been that great, judged either by the standard of overall 

economic growth or judged by what I would submit is the more important standard of growth in 

middle-class incomes.   

 

 Here’s what I think should be a focus in the presidential campaign, although it surely has 

not been.  We are now in the seventh year of recovery.  The recession ended in the summer of 

2009.  Since that time, growth has averaged about 2.1 percent.  And since that time, the 

unemployment rate has come down by 5 percentage points.  Let me say that again:  growth has 

been 2.1 (percent) during a period when the unemployment rate has come down by 5 percentage 

points.  But one thing of which we can be certain is that the unemployment rate will not come 

down by 5 percentage points going forward, since it is 5 percent right now. 

 

 It follows that the underlying growth rate without the momentum of recovery has been far 

under 2 percent these last seven years, and that has to score as a major disappointment.  Why?  

Some of it is lack of aggregate demand.  Some of it, I would suggest, is lack of adequate public 

investment.  Some of it goes to various regulatory and tax problems.  Some of it goes to the 

inadequate human capital of our workforce.  But that underlying low growth rate is, I would 

suggest, a serious problem for the United States.  And it is a problem that is not reduced by the 

observation that a substantial part of what growth is taking place is not going to middle-class 

Americans, but is going to those at the very top of the – at the very top of the income 

distribution.  That’s sort of a balance sheet on where we are. 

 

 Now, what’s the right philosophy and what’s the right approach for thinking about global 

economic policy?  And while my views on many questions have changed a great deal over the 

years, this is an area where I developed a view in 1993, when I took a position as undersecretary 

of international affairs in the Treasury Department, first had the opportunity to meet and work 

with Matt Goodman.  And I have to say my broad view has not changed in a major way since 

that time. 

 

 It seems to me that if you ask what is the ultimate significance of international 

economics, you have to be struck by two immense historic facts.  The first is that if Germany’s 

very substantial and rapid rise as a global economic power had been more successfully managed 

between 1890 and 1913 – 1914, the First World War might not have been fought and the history 

of the 20th century might have been profoundly different. 

 

 And the second is that, the First World War having been fought, if the Great Depression 

had not taken place, the Second World War quite likely would not have been fought.  Hitler 

would not have come to power in Germany.  If he had come to power, there would have been 

more resistance to his encroachments on civil society but for the sense of economic emergency.  

If there had been a more comfortable understanding that Japan’s access to natural resources 

would be secure, the Second World War in the Pacific might have been avoided.   

 

 And the success of the Cold War – the fact that something that really seemed quite 



unlikely in 1947, or 1957, or 1967, or 1977 – that the Soviet Union and the Soviet empire would 

dissolve without a shot being fired – that, too, is a reflection of international economics – is a 

reflection of our economic performance, what used to be called the free world’s economic 

performance relative to the communist world.  It is a reflection of the ability of the free world to 

economically integrate. 

 

 We take this for granted, but it was not always to be taken for granted.  If you read the 

1961 edition of the Samuelson textbook, you’ll find that it is highly agnostic as to the relative 

size of Russian GDP and American GDP at the end of the 20th century.  And it is not at all 

agnostic on the continuity of the Soviet system, which was taken entirely for granted.   

 

 And so it seems to me that that history of the 20th century and the immense stakes 

involved in it has to shape an approach to thinking about geoeconomics.  It leads one, I think, to 

resist two common approaches that sometimes become a significant part of the rhetoric of U.S. 

presidential campaigns and even the rhetoric of U.S. secretaries of state. 

 

 The first is the identification of U.S. global economic policy with the pursuit of 

commercial interest.  There is nothing wrong with the idea that, just as the governments of other 

countries advocate for local producers, that the United States should as well.  But if one imagines 

the magnitude of the orders that are plausibly generated through commercial diplomacy, 

recognizes that many of them probably would have been attained anyway, recognizes that in a 

flexible economy it’s not that if the people working on selling a given product when it is 

exported would not – would otherwise be unemployed forever, the difference between successful 

commercial diplomacy and less successful commercial diplomacy is not measured on the same 

scale or in the same units as the difference between policies like the unsuccessful ones after the 

First World War  versus the successful ones after the Second World War.   

 

 De Gaulle was harsh and a tad tasteless – maybe more than a tad tasteless – when, in the 

1960s, he disparaged Japanese prime ministers as transistor radio salesmen.  U.S. presidents do 

themselves no service when they portray that – portray similar activity as being a major part of 

their economic objective and their economic mission.  Again, I have no quarrel with the effort, 

but I think it is a mistake to think that that is the primary measure or the primary objective of 

U.S. economic policy.  And I think it is appropriate to measure the – and be prudent with respect 

to the quantity of political capital that is expended.  I confess, when I learned in the early 1990s – 

mid-1990s that a very senior U.S. government official had called Yasser Arafat to ask him to buy 

AT&T with respect to the telephone system of the Palestinian area, I wondered whether that was 

the best use of what was surely scarce U.S. political capital with Yasser Arafat at a difficult 

moment. 

 

 There’s a second idea that I think is even more dangerous and even more problematic that 

runs through much of the discussion of possible paradigms of international economic policy, and 

that is the competitiveness – win-the-game – theory.  I believe that almost every policy sentence 

in international economics that uses the word “competitiveness” is misguided as a matter of 

economics.  What the word “competitiveness” conjures up is the competition between 

corporations or between businesses.  And indeed, it is entirely appropriate to regard Coca-Cola 

and Pepsi-Cola as competitors.  There’s a certain amount of soft drinks that are going to be 



drunk.  If Coca-Cola sells more, Pepsi-Cola will sell less.  If something adverse happens to 

Coca-Cola’s products it will be in the interests of Pepsi-Cola, and vice-versa.  Coke buys 

virtually nothing from Pepsi.  Pepsi buys virtually nothing from Coke.  It is substantially a zero-

sum game when they compete. 

 

 Nations engaged in commerce with each other are profoundly different.  Yes, it is true 

that American and Chinese producers compete, though in fewer spheres than is often supposed if 

one looks carefully at products.  But the main point is that, unlike Coke and Pepsi, China is our 

customer as well as our competitor, and we are China’s customer as well as its competitor.  It’s 

elementary economics that you want your customer to do well and you want your competitor to 

do poorly.  And so there is no a priori logic through which even in the narrow economic realm 

we can assume that we somehow do well when other countries’ economic prospects are 

diminished.  As a matter of economic theory, the matter has ambiguity – basically depends upon 

the way in which another country does well.  But the now-not-insubstantial body of empirical 

study, carried out by my Harvard colleague Robert Lawrence among many others, consistently 

reaches the conclusion that the United States prospers when other countries prosper. 

 

 This should not be a surprising conclusion.  I live in Boston.  Was the coming of air 

conditioning to the American South that permitted the substantial economic development of the 

South a good or a bad thing for New England?  Yes, the shoe industry did migrate out of Boston, 

but in the totality it was a good thing.  Did the United States gain or lose from the reconstruction 

and rebuilding of Europe after the Second World War?  I would suggest that we gained 

substantially. 

 

 And so I would suggest as a second conclusion that any paradigm that is around the 

notion that our idea is to win and cause others to lose in international economic competition is 

misguided in narrow economic terms and catastrophic in broader political terms – catastrophic in 

broader political terms because it is hard to imagine having harmonious relations with those 

whose economy it is our desire to suppress; catastrophic in political terms because, if we wish 

them ill, they will presumably wish us ill.   

 

 I would suggest, then, that the objective of U.S. international economic policy should be 

to foster a more integrated global economic system in which more nations and more people 

within nations have a stake in collective success.  In a phrase, it should be the promotion of 

shared prosperity.  That it was the success of a shared prosperity strategy anchored in the 

Marshall Plan, the Bretton Woods institutions, the commitment on a range of issues – GI Bill, 

the FHA – to the American middle class that produced what was the most successful decade – 

most successful quarter-century in global economic history, from 1947 to the 1970s; that is was 

the success of a shared prosperity strategy globally and within Europe with the Common Market 

that took war within Europe from an every-30-years event for a thousand years to something that 

was inconceivable within a generation.  And I would suggest that it is a shared prosperity 

strategy and a commitment to shared prosperity that offers the best prospect for a successful 

integration of China into the global order. 

 

 What’s involved in a shared prosperity global economic strategy, and does the United 

States have the political capacity to maintain it?  Here I have to record very substantial ground 



for concern.  It is, I would submit, not an exaggeration to assert that in one of our great political 

parties there is no consistent majority to be found for United States membership in any – and 

contribution to any international economic institution.  And it is also the case that in our other 

great political party there is no enthusiasm or consistent majority to be found in support of any 

trade agreement.  And a global economic policy that does not embrace either integration with 

respect to trade or integration in finance is a global economic strategy that does not have shared 

prosperity as a central aspect.  And so, as I look forward, it seems to me that shared prosperity 

has rarely been more important, but its political foundation in the United States becomes ever 

less secure.  And that is why I look to the future, even at this moment of great economic potential 

in the United States, with very considerable concern. 

 

 Let me comment on three particular aspects of policy, and then conclude and take your 

questions and comments. 

 

 First, trade policy.  Here is the truth which is rarely said in American trade debates:  

America’s markets are open.  They are already open.  We do not have substantial tariffs, quotas 

or other restrictions.  You can argue about whether protectionism would be good or would not be 

good – I obviously don’t think it would be good – but we do not have it.  And so if one looks at 

any U.S. trade agreement, it is ironically good mercantilist policy because it reduces trade 

barriers in other countries more than it reduces any trade barriers that the United States is 

currently imposing.  From that perspective, the extent of the hostility to trade agreements is, to 

me, surprising. 

 

 I do think, however, that the critics of trade agreements who believe that our agendas and 

our expenditure of political capital within trade agreements substantially overweight corporate 

interests relative to popular interests have a valid concern.  Why do we devote so much effort to 

the protection of the intellectual property of a small number of corporations whose owners are 

only in part American and whose products are produced with minimum American labor input, 

while treating tax cooperation that avoids a race to the bottom in taxation or in financial 

regulation as a kind of second-order issue not worthy of the same degree of attention that is 

devoted to trade agreements?  This seems to me to be a legitimate question that the critics of 

trade agreements ask.  It seems to me that, as we think about a level playing field, a level playing 

field for all actors in the economic system and not just those who can purchase the best access to 

the political system should be a crucial priority.  Seems to me, too, that as we approach trade 

policy, we need to be very mindful of issues of inclusion and exclusion, and the tendency for 

regional agreements to include some who may or may not be grateful and exclude others who 

may become more truculent as a consequence. 

 

 Second, it seems to me the United States has an immense stake in the success of 

international financial institutions that can contain financial crises – that can support 

countercyclical responses to global crises.  It is welcome that the United States approved the 

quota amendments to the IMF this winter, but it is a step that came five-and-a-half years after it 

should have taken place. 

 

The American posture, having designed a Pacific trade agreement that was crafted in a 

way that whatever was legally possible made it not practically realistic for China to participate, 



having done that when China sought to create an institution that invested in Asian infrastructure, 

for the United States to allow an appearance to develop that it was working hard not just to not 

participate but to discourage others from participating – and then to have our longest standing 

ally, the British, lead the charge of repudiation – constituted one of the darker days in U.S. 

economic diplomacy.  It seems to me that we have a tremendous stake in healthy flows of 

developing and developed – of finance from developed countries to developing countries. 

 

This, I would submit, is a matter of particular urgency at the current time when we are 

seeing this year capital flows from South to North, from downhill to uphill, on an unprecedented 

scale, compounding the problems of macroeconomic management through capital flight from 

emerging markets and substantial capital flow and consequent current account deficits in the 

United States and other developing countries.  Robust and enthusiastic participation in 

international financial institutions and support for healthy capital flows should, it seems to me, 

be a second pillar of U.S. international economic policy. 

 

 The third pillar should, it seems to me, be cooperation in the achievement of shared 

global objectives.  Paris was a constructive step with respect to climate change.  I already 

mentioned the question of races to the bottom with respect to taxation and regulation.  There are 

multiple areas of basic and applied research where the benefits are global and the motivation to 

carry on the activity is therefore limited at the individual level. 

 

I’ll give you one example that has been of interest to me in recent years, and that’s the 

question of global pandemics.  The odds of an event – something like the 1919 flu – are on the 

order of 1 percent a year, and it would be a cataclysm of immense consequence given continuing 

intercommunication.  The world is not remotely ready for that event.  One can make plausible 

calculations – and the National Academy of Medicine has – suggesting that, looking forward 

over the next century, the risks associated with it, sensibly valued, are in the same general range 

as those associated with global climate change, and yet the issue doesn’t receive remotely that 

degree of attention.  I could go on with other examples.  Protocols for the governance of the 

Internet would be another example.  It seems to me that it is immensely in the American interest 

to view such questions through the prism of shared prosperity, and not through the prism of 

commercial advantage or through the prism of competitive – of competitive success.    

 

 We have at this moment a very – quite extraordinary position in the world.  The labor 

forces of Europe and Japan will shrink over the next generation.  In a real sense, for the 

remainder of this decade, many of what we used to call emerging markets will probably be 

submerging markets.  And so the world is not going to have another place to look beside the 

United States in thinking about the global economic strategy.  So our challenge at a moment of 

domestic concern, domestic restiveness, even domestic peril is, it seems to me, to respond as we 

have at moments in the past:  by promoting shared prosperity. 

 

 Thank you very much.  (Applause.) 

 

 (END) 

 


