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Abstract

Purpose – Presented on behalf of the Evian Group @ IMD, this paper aims to expand upon points made
in the keynote speech at the 9th Annual EABIS Colloquium on Corporate Responsibility and Emerging
Markets held in St Petersburg, Russia on 20-21 September 2010.

Design/methodology/approach – Three themes are explored within the context of the BRICs:
geopolitics and global governance in the twenty-first century; the balance between public good and

private enterprise; and frameworks for equitable trade and inclusive growth.

Findings – The global situation is precarious, characterized by multi-polarity, asymmetrical power
threats, and a vacuum in global governance. The trade-based economic development of the BRICs is a

positive economic sign but raises implications for sustainability. There is a need for balance between the
ability of the public sector to provide public goods, including global public goods, and the need for
government to create incentives for the private sector and unleash its creativity and energy. With the
proper incentives and legal structure, including respect for the rule of law, the energy and creativity of
the private sector can be harnessed to develop a framework for equitable trade and inclusive growth,
and to further the development of a sustainable global market economy.

Originality/value – The paper provides a catalyst for discussion that bridges the gap between business
school education, legal education, political science and economics.

Keywords Trade, Governance, Rule of law, Education, Economics, Inclusive growth, Sustainability

Paper type Viewpoint

W
e were asked to use The Evian Group @ IMD’s keynote speech to catalyse debate

at the 9th Annual EABIS Colloquium on Corporate Responsibility and Emerging

Markets by addressing three somewhat unrelated subjects:

1. Geopolitics and global governance in the twenty-first century.

2. The balance between public good and private enterprise.

3. The frameworks for equitable trade and inclusive growth from a global perspective.

This article goes well beyond the points made during the keynote speech within the context

of emerging markets. It includes personal views that are common among Evian Group

members. The Evian Group @ IMD is an international coalition of corporate, government and

opinion leaders, committed to fostering an open, inclusive, equitable and sustainable global

market economy in a rules-based multilateral framework. It views thus have much in

common with EABIS interests. The Evian Group @ IMD goes further however by advocating

trade liberalization to achieve growth and sustain the momentum of globalization. It has been

described as a ‘‘bridge between North and South’’. Through its diverse activities it seeks to

reduce the ‘‘trust deficit’’ that has been an increasingly prominent feature of the early

twenty-first century between ‘‘developed’’ and ‘‘developing’’ countries.
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1. Geopolitics and global governance in the twenty-first century

The first decade of the twenty-first century was characterized by multi-polarity, asymmetrical

power threats, and a vacuum in global governance. Not only did the US lose its hegemonic

status or at least its hegemonic luster, the Bush administration ushered in US economic

decline and a decline in moral leadership. With this came the economic and political

emergence of the so-called ‘‘BRICs’’ – Brazil, Russia, India and China, a concept that now

takes in other developing countries, including Indonesia, Vietnam, Turkey (Magnus, 2010;

Dereli and Lehmann, 2011), South Africa and Mexico. Each of the BRICs increased its

international influence and managed to bring greater prosperity to its nationals. While the

BRICs may not have raised the standard of international morality, they have succeeded in

reducing poverty and advancing their economic development. The geographic size of the

BRICs, and in the case of China and India, their very large and often well-educated

populations, should assure their continued economic growth and political influence. In the

case of China and India, their relative lack of natural resources in proportion to the size of

their populations, and their rapid economic growth, should make maintenance of stable

trade and investment relationships a priority.

The twenty-first century has brought with it many challenges (Lehmann and Lehmann, 2010).

Power threats are now asymmetrical – poor countries like North Korea and Pakistan are

capable of asserting military and political power well beyond their economic stature, both as

nuclear powers and, more worrisome, as nuclear proliferators. An Iranian bomb, which may

be around the corner, will increase regional and international instability and place greater

political power in the hands of a regime that many states abhor. Advances in missile

technology will eventually allow these same states to better project their power.

The specter of terrorist attacks by individuals who are not acting directly on behalf of a

government is another indication of the asymmetric nature and allocation of power in the

twenty-first century, as well as an indication that the nation-state paradigm has its limitations.

Terrorist strikes in New York, London and Madrid have left their political scars on the leaders

and citizens of the west. Small and determined terrorists groups have brought about

enormous shifts in the political and military policies of the West. Ironically, Western

responses to terrorism have served to increase the threat of terrorism (by inflicting civilian

casualties) rather than attacking what is often the root cause – poverty, lack of education

and lack of opportunity.

Concomitant with asymmetric power, access to information is no longer just in the hands of

the major powers. Confidentiality is a rapidly disappearing commodity. Wikipedia,

WikiLeaks, Google, Google Earth, and many other Internet-based services have

increased the spread of information to rich and poor alike. Almost everyone has access to

once proscribed information, much of which is now in the hands of companies, associations

and foundations as opposed to governments. Almost everyone also has a voice and many

have the knowledge and resources to blog on line on any subject. Intellectual property laws,

once guarantors of a steady revenue stream, are also showing their limitations. Copyright

laws are no match for the Internet; patent laws are no match for determined and

unscrupulous engineers; and computer data is no match for dedicated hackers.

The first decade of the twenty-first century has also demonstrated the limitations of various

international regimes and heightened the feeling that we are living in an international power

vacuum (Rachman, 2011). The relative ineffectiveness of the United Nations in general, and

UN sanctions in particular, is ever more evident. Although there have been some successes

in peacekeeping, years of UN (and US) sanctions have had little outward effect on the

comportment of pariah states such as Iran and North Korea. Just like the US embargo

against Cuba, sanctions can have the perverse effect of rallying citizens behind a regime,

and insulating the regime from outside influences. Likewise, the limitations of the nuclear

non-proliferation efforts are apparent, as are serious weaknesses in the international human

rights, intellectual property and labor regimes.

Somewhat more surprisingly given the sound economic logic behind international trade, the

limitations of the international trading system, and regional trade agreements, including
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Europe’s Economic Partnership Agreements are also increasingly evident (Warwick

Commission, 2007). The international trade system, anchored by the rules of the World Trade

Organization and similar rules in regional trade agreements, has had a profoundly positive

effect, bringing hundreds of millions of people out of poverty in Asia, but progress in Africa

has been much patchier. The WTO’s present round of trade negotiations, the Doha

Development Agenda (DDA) has languished for almost ten years (The Evian Group, 2011). It

would seem that the larger the club of Members invited to dinner, the more difficult it is to

agree on dessert, particularly when the developing world wants to enjoy more of the pie in

sensitive sectors such as agriculture.

While it is not surprising that the WTO’s consensus principle has made the DDA negotiations

long and difficult, particularly given entrenched interests in both the developed and

developing world, the failure of WTO members to conclude negotiations on important issues,

such as tariff reductions for environmentally sensitive goods and the relationship between

the WTO agreement and multilateral environmental agreements, does not bode well for the

world in areas such as climate change. Couple the minimal progress in the negotiations in

Geneva on trade-related environmental issues, with the failure of the climate change

negotiations in Copenhagen, the meager results in Cancun, and the lack of international

leadership on environmental issues, and it is difficult to be optimistic about the prevention, or

even reduction in the acceleration of global warming.

Perhaps most disappointing is the lack of strong international leadership on important

international issues (Lehmann, 2010). While the tenures of Ban Ki Moon, Robert Zoellick and

Dominique Strauss-Kahn have been relatively uneventful, they have also been wholly

uninspiring – characterized more by crisis management than vision. No one believes the

UN, IBRD or IMF are going to solve the world’s woes. Unfortunately the other big players,

Barack Obama, Hu Jintao and Dmitry Medvedev/Vladimir Putin have also failed to

demonstrate the strong international leadership necessary to meet the challenges that

confront the world. Instead they are looking inward. The Middle East peace talks are

floundering and Middle Eastern governments are in disarray, the threat of war looms on the

Korean Peninsula and with Iran, governments are tottering or non-existent in several parts of

the world, and momentum has been lost on human rights, democratization, environment,

and good governance issues. Most world leaders are more concerned with the scramble for

natural resources than with the effect of this scramble on civilization.

With multi-polarity has come the economic and political emergence of the BRICs. In the case

of Russia and China, we can even call it re-emergence. As already noted, trade is the

locomotive of growth in China and in certain sectors in India. In Russia vast natural resources

are underpinning economic development. And in Brazil agriculture is an important engine for

growth. With development has come new or renewed international confidence. India and

China blocked the completion of the DDA in the summer of 2008; Russia is beginning to

reassert itself internationally, and Brazil is influencing international trade policy and has

become a pioneer in poverty alleviation. Recognition is evident at the international level –

Brazil, Russia, India and China are all members of the G-20. If the Olympic Games are

indicators of international confidence, the timeline is clear: the Summer Olympics were held

in China in 2010, the Winter Olympics will be in Russia in 2014, the summer Olympics will be

in Brazil 2016, and although India failed to win its bid to host the Summer Olympics in 2020, it

did host the Commonwealth Games in 2010.

So what can we expect from the BRICs beyond recognition as the host of sporting events?

One thing is already clear. It is unreasonable to expect that the BRICs, or other developing

countries, will substantially curtail economic development to protect the environment and

reduce the risk of climate change. Across the BRICs, developmental interests will remain at

the forefront. Understandably so, since poverty is a threat to short-term political stability and

establishing the legal framework necessary to reduce poverty provides more immediate

political and social benefits to society than addressing long-term environmental problems.

While self-interest among the BRICs is understandable, it is nevertheless unfortunate when

coupled with realities in the developed world. The economic crisis that has affected the US
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and the European Union has made it unlikely that either the US or the European Union will

implement dramatic sustainability measures or continue to liberalize their trade regimes

autonomously at the international level for the sake of economic development in the BRICs

and in other emerging economies. Trade friction particularly with China is likely to grow.

Standoffs between the BRICs and the developed world, both on environmental and trade

issues, seem inevitable.

Making matters more difficult, the BRICs lack a common vision of how to tackle

environmental issues. Economic development remains the primary focus of the BRICs and

there is little indication that a sustainable global market economy is a broader goal. National

developmental priorities are likely to remain at the forefront of BRIC activity.

In short, with the exception of Russia, which is already relatively industrialized, the current

environmental and developmental experience in the BRICs mirrors the earlier experience of

the industrialized world (Lehmann, 2009). Development in the industrial world came at a high

environmental price. It is unreasonable to expect that developing countries are going to act

differently when poverty remains a more pressing problem. It is also unreasonable to expect

that the BRICs are going to develop a common international policy agenda and assume a

more prominent role in global leadership when pressing domestic issues remain. Their

attitude will remain, not unlike the west’s, ‘‘first myself, then my neighbour.’’ One result is that

economic development in the BRICs, in particular in China and India (with 40 percent of the

world’s population), will add to environmental stress at a time when the planet can least

afford it.

What does this mean for geopolitics and global governance in the twenty-first century? Are

things as desperate as they seem? The answer is yes. The international situation is indeed

desperate. The developed and developing worlds are likely to remain at loggerheads on

sustainability issues and state altruism is unlikely to be the cure for the world’s most serious

problems. If left unchecked, the scramble for resources and markets will lead to greater

trade friction and war is not unimaginable. A new paradigm is therefore required to achieve a

‘‘sustainable global market economy’’. Are equitable trade and inclusive economic growth

likely to be part of this paradigm or part of the result? Not in the short run, but there are rays of

hope emanating from private sector initiatives.

2. Balance between public goods and private enterprise

Now we head off in a different direction – but only to return to our starting point. The

conference organizers asked us to say a few words about the balance between ‘‘public

goods’’ and ‘‘private enterprise’’. For reasons explained below, this is a confusing and highly

politicized debate. Our challenge is to relate this debate back to the theme of this paper and

the conference – the pursuit of a sustainable global economy.

First, it is useful to review the economic definition of a ‘‘public good’’. In the strict economic

sense of the term, public goods do not have rivals – consumption by one person does not

prevent another person from simultaneously consuming the same good (non-rivalrous).

Public goods are also non-excludable. One cannot prevent a consumer from consuming a

public good. Examples of public goods are air, national defense, the judiciary, public safety,

urban planning, traffic lights, lighthouses and street signs. Each of these goods is also

‘‘non-rejectable’’. Consumers in a given territory have no choice but to consume these

goods, many of which are really public services. Public goods are often a result of market

failure – government action is almost always required if the goods or services are to be

provided to consumers. They are not traded on the market and in most cases it is difficult to

imagine how the market could provide these goods and services, which satisfy important

societal needs, without government intervention[1].

Discussions about public goods are frequently confusing. This is because the phrase

‘‘public good’’ is also used by generalists in a broader sense to refer to any good or service

provided to all by a government. For example, people sometimes view health, education,

transport and utilities as public goods. These services have some of the characteristics of

public goods, even if consumers can reject them, or if certain are rivalrous or excludable.
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This is because, even when rivalrous, excluded or rejected, their availability has an

important indirect benefit to society that extends beyond the good itself. These benefits have

many, if not all, of the characteristics of a public good. For example, people benefit indirectly

from being around well-educated, healthy individuals who have had access to good schools

and hospitals. People also benefit indirectly from living in cities with good public transport.

These benefits (the indirect value people receive), are non-rivalrous, and cannot be

excluded or rejected. The presence of education, hospitals, and utilities therefore produces

an intangible benefit to society that mirrors those of a public good.

Rather than get bogged down in an unnecessary discussion on public goods theory, this

paper takes a broad view of ‘‘public goods’’ and discusses instead the more fundamental

question of the role of government in the provision of essential goods and services. Of

particular interest is the interplay between government and private sector activity with

respect to the provision or protection of ‘‘global public goods’’[2]. As the title of the paper

suggests, we are interested in the relative capabilities of government and the private sector,

and the role of each in fostering equitable trade, inclusive growth, and in building a

sustainable global market economy.

What do public goods and private enterprise have to do with the development of a

sustainable global market economy? When we speak about public goods, we are speaking

about the role of government. Government is the provider of defense, the judiciary, signage,

and many similar goods and services. Through government action we can have access to

clean air, a better environment, and perhaps eventually a sustainable global economy. Since

public goods involve instances of market failure (requiring government intervention to

address inefficiencies or externalities that the private sector has created or is unlikely to

address), the discussion of public goods involves matters where the private sector cannot

play a leading role and inevitably leads to a heated debate about the balance between

government as the traditional provider of public goods, and the private sector, which is

perceived by many as more efficient.

Are the difficulties in achieving a sustainable global economy a result of market failures? In

part the answer is yes since achieving a sustainable global economy means addressing

externalities, such as pollution, which are a result of market failure, and addressing

underlying health, education and infrastructure issues which are frequently beyond what the

private sector is prepared to undertake in many developing countries. To the extent that

market failure is an issue, government action is necessary to help achieve a sustainable

global market economy.

Likewise, government action is necessary to address the provision of global public goods

since international coordination between governments is required. However, as with almost

all cases requiring government involvement, there will be an important role for the private

sector as it is usually able to provide goods and services more efficiently than governments

– provided that it has the right incentives. The allocation of resources by governments to

finance public and global public goods usually provides the private sector with business

opportunities and incentives.

As one would expect, the debate between promoting public goods and private enterprise is

politically fraught and often involves fundamental economic, philosophical and policy

questions concerning the role of government, and the extent to which, even in instances of

market failure, the government should intervene. Among politicians, the debate is typically

partisan, taking on libertarian tones and, as demonstrated in the Reagan and Thatcher

years, may involve considerable anti-government rhetoric. The Reagan and Thatcher years

were characterized by the political recognition of public sector inefficiencies and resulted in

an important degree of privatization. However, with the exception of defense policy, neither

Reagan nor Thatcher paid particular attention to the provision of public goods.

The pendulum has begun to swing back. In the post-Reagan/Thatcher era, there is a

growing realization that the private sector alone cannot produce equitable, inclusive and

sustainable development and that there is a need for government action or intervention –

even if it is just to establish the environmental or legal framework required to produce
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equitable, inclusive and sustainable development. Perhaps without realizing it, people are

acknowledging that in certain sectors, in particular those involving the environment, market

failure is a reality and government has a constructive role to play in promoting, and in some

cases protecting, public goods, including global public goods.

We argue that government does indeed have an important role to play with respect to the

provision of public goods and services, in particular global public goods, even if this role is

frequently regulatory or prudential (including rulemaking, mandating universal access to

goods and services or pricing externalities correctly). We further argue that there is general

acceptance that poorer citizens may benefit if some goods and services remain under state

or quasi-state control or if the state regulates or otherwise provides a supportive legal

framework. But this is a different debate – whether certain goods, such as health care,

should be treated as public goods (in the broad sense of the term) or commoditized.

A balance is now emerging in people’s views of what is rightly in the public and private

sphere. Some examples related to global public goods help to illustrate the point. First, the

continuing international financial crisis has demonstrated the inability of the financial sector

to manage its affairs without greater government oversight and regulation. Since the health

of the international financial system is an important global public good, this is a significant

realization.

Second, the relative failure of governments to address another global public good –

preservation of the Earth’s climate – has revealed the difficulties of negotiating international

action by consensus among countries at different levels of development (Collier, 2010).

Nevertheless, widespread consumer sentiment that global warming poses a major threat to

our way of life has presented market opportunities and spurred the development of greener

private sector alternatives – such as solar cells and more fuel efficient automobiles (even if

backed by government subsidies).

Third, the inability of governments to conclude the WTO Doha Round, and the relative

obliviousness of the private sector to this failure, have demonstrated the inability of both

governments and the private sector to protect another global public good – the rule-based

international trading system. It is difficult to protect public goods, including global public

goods such as the benefits stemming from international trade, when governments lack

political courage, and when the private sector lacks commitment or sees few financial

benefits. This raises the question of whether the failure to conclude the DDA is because

governments and industry do not see the economic benefits or because the benefits are

absent in this round of negotiations. Many political and industrial leaders do not seem to

understand the economic importance of international trade, or are protecting inefficient

industrial and service sectors that stand to lose in a trade agreement. Many politicians in the

advanced developing and developed world are unwilling to support a trade agreement that

does not deliver tangible economic gains to broad or politically important sectors of their

economies.

Our theory is that governments and the private sector each have a role to play in developing

a framework for equitable trade and inclusive growth that will produce a ‘‘sustainable global

market economy’’ (The Evian Group, 2008, 2009). Government and the private sector must

work together to achieve this goal – but to do so the benefits must be readily apparent to

both sets of actors. A government left to its own devices is potentially inefficient, slow moving

and politically self-absorbed. While government may have the power to address issues

related to the provision of public goods, including global public goods, it is often unable to

act fast enough and is subject to domestic criticism for its actions. On the other hand, the

private sector left to its own devices cannot assure national defense, a good environment,

labor rights, and prudential financial management. The private sector also tends to ignore

externalities (like pollution) unless there is government involvement. Furthermore, the private

sector must make shareholders happy and is often too focused on short-term profits as

opposed to long-term risks and gains. Development issues require a long-term vision and

commitment and many shareholders and boards of directors are uncomfortable with such a

timeframe.
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We conclude that a balance is necessary that recognizes the potential inefficiencies of the

public sector and the inherent economic and social limitations of the private sector. This

balance must capitalize on the ability of the public sector to address large national and

international problems, and to create incentives for the private sector to profit from solving

these problems. Government must build on the capacity and creativity of the private sector

to move quickly and creatively to address important challenges and must provide the right

incentives and the right legal framework for this to happen. Thus viewed, the role of

government is to create the enabling environment and the incentives to spur responsible

private sector activity. With the proper incentives and legal structure, including respect for

the rule of law, the energy and creativity of the private sector can be harnessed to develop a

framework for equitable trade and inclusive growth, and to further the development of a

sustainable global market economy.

3. The framework for equitable trade and inclusive growth

The preceding section makes it clear that we believe that there is a framework, or perhaps

alternate frameworks, for equitable trade and inclusive growth that will lead to a ‘‘sustainable

global market economy’’. We do not believe a sustainable global market economy is the

inevitable outcome of economic development, nor do we believe that economic

development is all that is required to produce a sustainable global market economy.

Instead, we suggest that a new paradigm is required which combines sound economic

thinking with the rule of law (Appleton and Lehmann, 2011). Our paradigm is more

experience based – a heuristic approach designed to learn from the successes and

mistakes of the recent past and to lead to more inclusive growth.

There is an enormous amount of development-related knowledge that can be garnered from

recent events that form part of this new paradigm. We set forth the following ideas as part of

a potential framework. While none of these ideas is revolutionary, the sum is greater than the

parts.

First, market-based solutions and private sector involvement can lead to rapid development,

even if not necessarily to inclusive or sustainable development. One only needs to consider

the Asian Tigers and China to appreciate this fact. However, the rising tide of development

does not lift all boats. Countries burdened with poor governance are likely to wallow.

Development experiences in much of Sub-Saharan Africa prove this point.

Second, the private sector alone cannot produce equitable, inclusive and sustainable

development. Government has a role to play even if only regulatory or prudential. The US

experiment, which is largely private sector driven, has produced enormous wealth, but

according to US Census Department statistics, in 2009 one in seven people (almost 44

million Americans) lived in poverty (US Census Bureau, 2010). This is unacceptable.

Likewise, the public sector alone cannot produce equitable, inclusive and sustainable

development. Privatization of formerly state-owned or dominated economies has proven to

be one of the biggest spurs to economic growth and development in several parts of the

world.

Third, properly disciplined market forces can be harnessed to further equitable trade,

inclusive growth and sustainability. Informed consumers (usually in wealthier countries) can

play an important role influencing sustainability through their purchasing decisions. Access

to reliable information, including transparency with respect to government, corporate and

NGO practices, can play an important role in understanding market forces and harnessing

the potential of equitable trade.

Fourth, helping people out of poverty through the provision of education and public health

services is a worthwhile investment in economic growth that creates a ‘‘virtuous circle’’ that

can perpetuate development – Brazil and China are examples.

Fifth, economic development usually leads to environmental awakening. China and Brazil

are again examples of developing countries where environmental issues are beginning to
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receive some degree of attention – however as already noted, both countries are, and will

continue to emphasize development over environment.

Sixth, good governance can have a profound effect on equitable trade and inclusive growth,

and on the creation of a sustainable global market economy. There is now an increased

willingness among nations to talk about the once taboo issue of good governance (in

particular corruption). Good governance is an issue that will assume increasing international

prominence.

Seventh, well-informed consumers are capable of making sound commercial decisions and

their buying power can be harnessed to pursue social objectives. Consumer purchasing in

the developed world is shaping the behavior of multinational companies on environmental,

labor and human rights issues, in such diverse sectors as petroleum, automobiles, tennis

shoes, footballs, alternate energy production and agricultural products (bio-products).

Educated consumers appreciate corporate social responsibility and sustainable

production. Unfortunately, most consumers lack an understanding of basic economics, as

well as the potential benefits of international trade for economic development, including their

own country’s economic development. Again, education is the solution.

Eighth, there is a need to better integrate the work of the international organizations dealing

with trade, environmental, developmental and sustainability issues. Coherence between the

policies and practices of these organizations is a necessity. The lack of coherence is leading

to a fragmented international legal regime that makes it more difficult for businesses to

operate.

Ninth, there is a need to better integrate graduate business and legal education, including

education on sustainability issues. Most business leaders, business school professors, and

MBA students lack a sufficient understanding of international economic and commercial law,

including international trade law, international dispute settlement, international investment

and international environmental law. Law schools have found a fertile market – they are

linking their LLM programs to business schools to provide masters level legal education that

is more relevant to lawyers wanting to work within a corporation. The opposite does not

appear to be happening at major business schools. For example, Paris 2-Panthéon-Assas

(the Sorbonne law school) has linked with INSEAD to offer an English language LLM for

lawyers who want to rise to senior positions in business. Business schools are in danger of

being left behind. This may have negative consequences for the private sector’s role in

building a sustainable global market economy.

With the above points in mind, which we believe are essential for a sustainable global market

economy, we offer the following additional suggestions, several of which have to do with

education:

1. An increase in basic economic education, not just for citizens, but for the business

community as well.

2. Education of consumers to respond better to economic signals and to discern between

products and development opportunities based on these signals.

3. Increased education of business leaders and business students on the important role of

the international trade system, including the WTO and regional trade agreements, for

economic development.

4. Increased education of business leaders and business students on international

commercial law, international investment law, and international dispute settlement.

5. Realization that the rule of law is a necessary prerequisite for business certainty and

consumer confidence, but that the rule of law alone is not capable of addressing issues

such as equitable trade, inclusive growth and a sustainable market economy. The right

economic framework is also necessary.

6. Increased discussion among business leaders on how sustainability can be

incorporated into their business plans.
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7. Greater emphasis on good governance in all forms.

8. Greater transparency at all levels of government, as well as in the private sector and the

NGO community.

9. Establishment of an efficient pricing system that takes into consideration, as least to

some degree, externalities such as pollution and greenhouse gas emissions.

10. Development of a consensus that some regulations are necessary to address economic

and policy goals and are important for the wellbeing of society – including prudential

regulation, and rules designed to provide universal service in certain fields.

No magic bullet exists to achieve equitable trade, inclusive growth, and a sustainable global

market economy. However the economic and regulatory ideas and suggestions set forth

above have the potential to reshape the economy and eventually lead to a more sustainable

and more inclusive form of economic development. This is not an easy task since it requires

reshaping how governments, corporations and consumers approach environmental and

developmental issues, and issues regarding wealth distribution. We recognize the difficulty

in the task, but believe that it is necessary to energize the debate, in particular among EABIS

members.

4. Concluding thoughts: enlightened globalization

Professor Jeffrey Sachs is correct when he speaks in The End of Poverty of ‘‘enlightened

globalisation’’ and the need to address the needs of the poorest poor, the global

environment, and the spread of democracy. Professor Sachs would ‘‘shine a spotlight on

corporate responsibility’’ and would urge more multinational investment in poorer countries,

as well as market access in the richest countries for products from poorest countries (Sachs,

2005).

We fully agree with Professor Sachs on the need for more investment in poorer countries and

the need for greater market access for goods, services and labor from the developing world.

In addition, we would shine a searchlight (instead of a spotlight) on the variables necessary

to encourage investment and trade.

It is vital that developing countries send the right economic, legal and political signals to

attract investment and encourage trade (and reduce the risk premium that instability and

corruption now exact). Among them are: respect for the rule of law, good governance,

including transparency, an effective and honest judiciary, improved infrastructure, and most

importantly a good educational system, including education on basic economics (Lehmann,

2007). Measures that encourage foreign direct investment are essential to realize

enlightened globalization in the developing world, and are essential for the realization of a

sustainable global market economy.

Notes

1. ‘‘Private goods’’ are rivalrous and excludable since consumption by one person prevents

simultaneous consumption by another (rivalry) and since it is possible to prevent a person from

consuming the good (excludability). Private goods have clearly identifiable owners, for example a

car or a house. Private goods can be bought and sold, in other words they are publicly tradable.

‘‘Common goods’’ differ from public and private goods. Common goods, such as fish stocks and

grazing land are rivalrous and non-excludable. Consumption by one consumer prevents

consumption by another (rivalry), but it is difficult to prevent a consumer from consuming the

goods (non-excludability). Paul A. Samuelson is credited with developing the concept of public

goods (‘‘collective consumption goods’’) (see Samuelson, 1954).

2. Some public goods traverse borders, are global in nature, and their maintenance requires

concerted international action, often by governments acting through international organizations.

Examples of ‘‘global public goods’’ include the elimination of smallpox and, at least in theory, the

prevention of global warming. On the definition of global public goods (and other forms of public

and private goods) (see generally Kaul et al., 1999).
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