Discussion Draft
5 May 2014

Global Public Goods, Commons and Governance:

The Current State of Play

By Inge Kaul”

Prepared for the Conference on Global Public Goods, Commons and

Governance
Wellington, New Zealand

10 May 2014

" The author is adjunct professor, Hertie School of Governance, Berlin. Comments are welcome and can be
addressed to contact@ingekaul.net/.



Excellencies,
Ladies and gentlemen,

Colleagues and friends,

it is a great honor and privilege for me to haverbmvited to this Conference and to present
my thinking on the subject oGlobal Public Goods, Commons and Governance: Tate $ff

Play'.

You have chosen a highly relevant topic. We arefrooting a lengthening list of unmet

global challenges; and we are hearing ever-moriéet and insistent warnings that urgently
needed policy reforms are not forthcoming. For example, just think of the recently-

releasedrifth Assessment Repoudsthe Intergovernmental Panel on Climate ChahgEQ).

As they have done countless times before, the veold@ding scientists are again telling us
that the window of opportunity is closing fast. TIRCC’s Working Group Ill even stressed:

Corrective action will be affordable.

Yet, | am afraid, we will have another ‘déja-vu’pexience: Reports such as those of the
IPCC come and go, achieving only limited policy awp This has been the pattern in the
environmental field for the past half century or smce the 1972 Stockholm Conference on
Human Settlements. Even the annGdbbal Risks Reportef the World Economic Forum

(WEF) have, for the most part, encountered this. fat

This is not to say that nothing is happening. Te ¢bntrary, a lot is happening. The growing
importance of global challenges has not gone uoadtiWhether it is climate change, the
specter of natural-resource scarcities, globalunggcyber-crime or drug-resistant diseases,
these issues have made it onto national and irtenah policy agendas. Only, in large

measure, they remain unresolved.

At the same time, we have achieved tremendous tdmeand technological advances;
income has expanded; and though we could have loetter, and hope for further progress,
human development, too, has progressed. Today’klwotds the great promise of a better

life for all.

So, why do we not use the strengths we posses®ite decisively tackle the challenges we

confront?



In this lecture | would like to address that quastil will argue that the key impediment to

more rapid and concrete progress in many of thieajlohallenge areas is governance.

More precisely, | will suggest that the adjustmehbur governance systems to changes in
global policymaking realities has been inefficiehhe governance of global challenges still

follows conventional — 20Century — policymaking strategies.

But, you might ask, according to which criteria aae distinguish between inefficient and
efficient institutional adjustment? How would wecognize governance systems that are fit
for the 2% Century?

This is thefirst point | will address. | will identify six criteria accding to which | will, then,

in the second pointassess our current readiness to address gloatrogpes. Based on this
assessment, | will, in thilird point offer four concrete governance reform proposEdgen
together, these reforms could eventually allow aishave both — that is, openness and
sovereignty. And it is both — strong national pgili@king sovereignty and well-managed
openness — that we will need if our goal is to @zhimore balanced, inclusive and sustainable

global growth and development.

I Meeting global challenges: determining the goverance requirements

By now, it has become quite common to refer to glathallenges as global public goods

(GPGs); and a brief introduction to this concepirissented in Anneliox 1andbox 2

However, concepts are socially constructed; aretefbre, they are likely to vary across time,
space and culture. Moreover, the phenomena thegtelenay evolve and change. Therefore,
it seems useful, at the outset, to examine morsebtfothe basic characteristics of global
policy challenges and define the three componentiseoGPG concept: ‘global’, ‘public’ and

‘good’. This will allow us to see more clearly tlkey properties of these challenges and
identify the governance requirements they pose munoéay’'s policymaking conditions,

including the planetary boundaries that we neethdécaware of, the trend towards multi-

polarity and the changed and still changing reletibetween state and nonstate actors.

Let us then take these three concepts in turnnbeyy with ‘global, before identifying the

six criteria of governance readiness.



1: (Re-)defining global

For many, this term refers to something that ig there’, outside of the national or regional
policy space, or ‘on top’, i.e. supra-national egional. In other words, ‘global’ is often

associated with hierarchy, centralization, stanidatobn, loss of policy space. For many, it
thus has a negative connotation (and, in some ctsgss understandable, as we will discuss

later).

But, the globalness of GPGs is of a different ratur is more appropriately described as
reflecting the fact that GPGs — specifically, theiblic effects, costs and benefits — are of
trangnational, planetary reach and of a pervasive, pating quality. They seep into national
policy spaces and, beyond those spaces, affectthethatural commons — like the high seas
or the atmosphere — and the human-made commohs the World Wide Web or the global

normative framework and physical infrastructure.

Thus, seen from a national perspective, GPGs darguabforeign, external things. Rather,

they are outsidandinside, locabndplanetary — all around. They are global-public.
Therefore, let us now turn tpublic’.

2: (Re-)visiting ‘public’

In the present context, ‘public’ does not refeatything state-related. Rather it refers to us,
potentially all of us, who may be affected by —dide to, or have to consume — a particular
good. We may also be among its providers; thergfeeewill want to participate in relevant

decision-making processes, and, last but not leasive, if possible, some net-benefit from

that involvement.

Thus, four dimensions of publicness need to beewdfitiated and managed: publicness in

consumption, provision, decision-making and utility

PUBLICNESS IN CONSUMPTION: Just like public goodkather — i.e. local, national or
regional — reach, GPGs are, as economists sayicpalgonsumption: potentially affecting all

and, sometimes, even doing so haphazardly. Theiyn éine public domain.

But note: Publicness — and its opposite, privatereare, in most cases, not innate properties
of a given good but result from choices that we, general public, and/or our policymakers
make, notably our choices about the (non-)excldialef a particular good. Globalness
constitutes a special form of publicness; andoib, ften results from a policy choice. For

example, many states have chosen to remove atstdetb controls and promote the



integration and globalization of markets. In othases, there exists considerable hesitance to
maintain or promote the globalness of certain corgeas can be seen from the international
debates on which GPGs to recognize as a global cosi@r common heritage of humankind.

(See also Annekox 3

PUBLICNESS IN PROVISION, DECISION-MAKING AND UTILIY: While the
consumption properties of a good determine whethisr public or not, most public goods,
including GPGs, are — in today’s world — also paliti provision: They require multi-actor,

multi-sector and multi-level interventions.

In previous decades, requisite contributions to &RBuld be ‘enforced’ due to the
concentration of global power in the hands of a $eywerpower states. With increasing multi-
polarity and trends like the strengthening of cisdciety and the advance of political
openness at national levels, this is no longerlyedsine. Demands for more publicness in
national- and international-level decision-making global challenges are growing louder.
Their aim is more justice and fairness in intemoadl decision-making and the achievement,

thereby, of more publicness in utility.

Thus, as also shown in Annégure 1, the current power balances among states and betwe
state and nonstate actors call for, as one coyidlsa ‘squaring of the four Ps of publicness’:

publicness in consumption, provisioning, decisioakmg, and utility.

In current times, the term ‘public’ in public goodses not refer to ‘state’ or ‘government’;
and, in the case of GPGs, it certainly does notyirtigat more needs to be done externally or
supra-nationally at the expense of national poliakimg sovereignty, including the freedom
of governments and nonstate actors. In many inefarstates and international organizations,
including intergovernmental organizations, stikhypln important role. But, they are often just

one actor-group among others.

‘Public’ in the present context instead refershe tour ‘Ps’ that need to be squared. It alerts
us to an important condition of effective contenggr governance: Publicness of
consumption has to be matched with publicness misa#-making so that publicness in
utility may result. This will incentivize all conoged actors to support the provisioning of the

good in question.

And now, let us turn to ‘good’.



3: (Re)conceptualizing ‘good’

The term ‘good’ in public good has no value contiotaper se. It is short-form for things,
goods, services and conditions that exist in thelipidomain. The meaning of the term

‘good’ in these cases parallels that of the terootyj in private goods.

In fact, preferences for public goods may varyt asdo those for private goods. Given that
we are living in a world of wide differences andpmhrities, GPGs meet with especially large

variance in preferences and, therefore, they dem ¢fighly contentious.

And, just like private goods, public goods cannetwished for: They must be produced. In
fact, many GPGs follow a quite complex multi-actanulti-sector and multi-level

provisioning process.
(See, again, Annelxox 2)

As noted earlier, many public goods are also publiprovision: In order to be adequately
provided they require collective action. In theeca$ GPGs, effective — and to that end, fair —
international cooperation is required. This intéioral cooperation often comprises
concerted policy interventions at national or regiolevels, but can also take the form of
collective international-level action, e.g. in tfleem of agreed-upon action programs. In many
cases, though, national-level contributions froatestand nonstate actors constitute the bulk

of the required interventions.

In fact, it is mainly this publicness — and esplégithe global-publicness — in provision that
causes the policy interdependence we are expemggmci more and more policy areas. As
long as we think that it would neither be a dedeaior a feasible policy path to revert to
strictly ‘closed borders’, policy interdependeneecag states is the ‘new normal’. The hope
is that it will be accompanied by faster knowledgmeration, technological advancements

and accelerated change for the better.

But, who today promotes the ‘coming together’ of &P Who watches out for signs of
under- or mal-provisioning? Who fosters productelepment? Who are the GPG CEOs,

managing the provision processes? | am afraidrnibae@r is ‘no one’ really.

And who ensures the promotion of synergies anatoédance of conflicts between all of the
GPGs that we deposit in the global public domaig, &r coherence between the TRIPS

regime and agreed-upon global health goals? Addorone really.



Moreover, considering the summation-type policyhptitat many GPGs follow, it is also
obvious that subsidiarity considerations are imguarfor efficiency, equity and effectiveness
reasons. This includes horizontal subsidiarity (pdrivate partnering) and vertical
subsidiarity (i.e. leaving matters to be tackledthy level of governance at which they can

most fittingly be addressed).

At this point, it is important to take a closer koat the role of state actors in GPG
provisioning, both on its political (negotiating dardecision-making) side and on its

operational (policy implementation) side.

In the presence of transnational (regional and ajjopublic goods, states behave, in many
ways, just as private actors do in the presencéocd! or national public goods. The
publicness of the goods tempts them into free-gdietting others step forward to provide the
good and then, when it is available, enjoyingeefof charge, i.e. without having contributed.
Thus, in many ways they are not the state/goverhriet we know at the national level.
They pursue particularistic, national interestst theay or may not overlap with global

concerns.

This means that transnational GPGs face the risttuaf actor failure: the failure to ensure

their adequate provisioning by both mar&atistate actors.
4: |dentifying the governance requirements

Annexfigure 2 presents the foregoing discussion in summary fehmwing how each of the
key properties of GPG-type challenges interact$ ey aspects of today’s policymaking
realities, generating six main governance-readif@sy requirements. Together with Annex
table 1, figure 2 suggests that governance systems thditar i.e. efficiently adjusted and
‘ready’ — to address GPG-type challenges undereatpolicymaking realities need to meet

the following basic requirements:

1- Averting the risk of dual actor — market and stafailure;

2- Promoting fairness in international cooperation;

3- Encouraging vertical and horizontal subsidiarity;

4- Facilitating integrated global-issue management;

5- Fostering a sustainability-oriented global publwrdhin;

6- Recognizing the ‘new normal’, i.e. that we areriyiin a world of deepening

interdependence.



Of course, each GPG will additionally pose specitiavernance requirements. But the
discussion of these requires detailed, issue-speailalyses and is beyond the scope of this

paper.

The question that interests us next is: Do our gauce systems meet these basic

requirements?

Il Assessing governance readiness

| am quite certain that you will already be thirdkiof several fitting examples for each of
these six governance requirements — examples frem Realand, the Asia region and other

parts of the world, including international-levetians by various state and nonstate actors.

Indeed, one could mention myriad empirical factd igures signaling either that a relevant
restructuring of the governance systems has alreadyrred or that it is still lacking. But
what is the overall picture emerging from the whbledy of facts and figures? In the
Governance Report 2018 the Hertie School of Governance (HSoG) we tteednswer this
guestion. From the background research undertadethis report and subsequent studies,

three main findings emerge:

1 Relevant response initiatives can be spotted atational and regional levels, as

well as in markets

The governance of global challenges is, in largeasuee, a vertically and horizontally
decentralized process, following the lines suggebieGR3. Clear national and/or private co-
benefits drive this trend. For example, increasezlaf clean energy improves local air quality
which, in turn, may lower disease burdens and reduealth costs. Also, new business,
growth and job opportunities may be perceived fldean energy initiatives, and countries

and firms may be concerned about staying compet#nd securing new market shares.
Three policy lessons can be taken away from thidiriig:

0] If change is incentive-compatible it does happen.

(i) Some of the positive GPG contributions that areviplexd in this decentralized, and
often voluntary, fashion may be motivated by contioet rather than cooperation.
Therefore, although they are important — sometigesn indispensable — and
ought to be welcomed and encouraged, it is impbttarecognize that due to their

underpinning rationale these initiatives are likedyremain within individual or
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national/regional interest limits. The underpinniogmpetition strategies could
even undermine agents’ willingness to cooperateairmore concerted and
collective manner.

(i)  Nonetheless, if properly balanced with sustainabl@peration, even competition
could be a positive force within global public mgli Accordingly, it is important
to expand our perception and conceptualizatiomtdrinational cooperation. It is
important to recognize that international cooperattan — and must — happen at
all levels and in all segments of policymaking:niational and international-level
state-centered venues, e.g. in the form of devipwlcy measures that take the
rest of the world and the global normative framédwiato account; and in private
and civil-sector bodies, e.g. by designing privageods make important
contributions to (global) public concerns like égn building materials’ —
contributing to climate change mitigation — or tfiable medicines'—

contributing to global poverty reduction.

2. Reforms are isolated and slow in moving from theealm of ‘piloting’ into the policy

mainstream — are accompanied by counter-currents

The relatively slow and hesitant progress in maopa-issue areas may be grounded in the
fact that progress with respect to fostering gldibéiness GR2) has also been slow. Just
think of the not-yet-implemented IMF quota reforracttled in 2010. Taking this fact into
account, the decentralized approach noted prewiongloint 1 can perhaps be interpreted as
a measure taken by states in order to shield tHeess@gainst external interference and

having to implement global decisions in which tldgy not have an effective say.

In respect toaGR2, it is important not only to assess progress, wawslow it may be, but

also to note the ongoing countervailing forces sashthe growing trend towards global
decision-making in ‘clubs’ like the G20 or the niplying calls to form ‘coalitions of the

willing’, be it in the field of peace and security climate change mitigation. Like the
competition-driven forces of change mentioned leefarpoint 1, the effects of these ‘clubs’
can, under certain conditions, be positive and bughe welcomed. But, if they imply a
retreat from multilateralism and genuine collectaetion where the latter is desirable or
necessary, they may be counterproductive and albstther than facilitate the resolution of
global challenges. The devil is in the details. FfEhs no one-size solution, no silver bullet.
Just consider who can form clubs of the willinge&ly, it requires political and economic

power. So, such clubs risk a continuance of povdtigs where soft power and strategies of
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consultation, moving together and mutuality of Wgneould be more fitting and, in the

longer-run, more effective and enduring.

The evident lack of progress on global fairnesgetioer with the noted club formations, could
also be contributing to difficulties in meeting Gwmance Requirements 4 and@R4 and
GR5). This would explain why, for example, the fordidpmestic divide remains so wide and
pronounced and why there seems to exist — amongypukers as well as scholars — little
awareness of the existence of the global policgegahe global-issue systems and the global

public domain.

3: Awareness of the existence of global systems andetholicy spaces that surround

them is still rudimentary

While many people today are spending more and rtiore in the ‘virtual worlds’ of the
Internet and save their data on the ‘cloud’, itnse¢hat many policymakers and the general
public still find it hard to envision the compleyssems of global policy issues and the
interconnections between them. As a result, theag@ment of global policy spaces — i.e.
global-issue managemenGR4) and surveillance of the global public domai@Rb) —

remains weak.

In this context, we need to ask what our enlighdeself-interest is. How can we maintain
balance between growth today and growth tomorroettvBen what the biosphere wants and
what we want? How can we know when to compete ahdnwo cooperate? Or, how to

combine economic, environmental and social con¢eratsonally, regionally and globally?

Maybe, it is because we struggled so hard andddorsg to establish the Westphalian state
order that we are thinking of globalization as lgeimainly about cross-national-border
activity or universalization, i.e. bringing all sa into a particular process such as the

promotion of human rights.

Certainly, the existence of global systems, globdalances and global systemic risks is an
issue area that is quite familiar and of high coma® experts in various natural science
disciplines. Think again, for example, of the IP@ports. Also, concepts like ‘planetary
boundaries’ and the ‘anthropocene’ are findingttoacand filtering into the broader political
debates. But, again and again, the practical poisponse tends to be a fractured, essentially
national or market-driven one. The continuously lewels of official development assistance
and climate financing bear testimony to that. Statend to shy away from requisite
international-level collective action, even in igssareas such as those of the high seas or the



atmosphere, which have been recognized as globahoms and forming part of the common

heritage of humankind. (See again Annex box 3)

There are, of course, exceptions. The role of M€ Is one of them. In fact, financial
externality management was an important issueeatnibist recent 2014 Spring Meeting of the
IMF and the World Bank.

These exceptions notwithstanding, we are stillafaay from a full recognition of the ‘new
normal’ (GR6): the acceptance of interdependence and the regwygnhat international
cooperation pays, whether it is being undertaketomally and privately in a concerted,

cooperative manner or through joint, collective@ctt international levels.

The reason for that — and hence a major reasoauiocurrent ‘unreadiness’ to meet global
challenges — lies in a condition that | have terrtisel ‘sovereignty paradox’: States, and
especially their governments, are holding on ttriatsiotion of sovereignty that makes them
shy away from international cooperation. Yet, idigofields marked by interdependence,
such behavior results in the non-desired resulyema a loss of sovereignty. This occurs
because states’ failure to cooperate leaves gtdtalenges unresolved, allowing them to turn
into crises. Countries are then compelled to detl the consequences of those crises rather

than enjoying the freedom to establish their owlicgriorities. (See also Annexox 4)

The existence of the sovereignty paradox tellshas progress in respect @R1 is also still
insufficient. True, governments have improved tle#forts aimed at monitoring each other’s
follow through to agreed-upon policies and framewgpand national constituencies, too, now
demand more accountability and transparency fronaeigoments and each other. For
example, there exist about 200 composite indicatsritieasure all kinds of aspects of state and

government behavior.

However, we again see contradictory policy expemtat Some lend support to a
restructuring of public policy, including the takirof more decisive action to ensure an
adequate provisioning of sustainability-oriented GSP Others favor limiting state
intervention to the facilitation of global-markéfieiency.

In sum, change in the direction of more effective goven®of global challenges is uneven
and spotty. We live in a world characterized byiadamental tension between ‘nationalness’
and ‘globalness’; and it is this tension that, ig Wwake, gives rise to a number of other,

interrelated global imbalances, as shown in Anfigexre 3, including tensions between:
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» Markets and states
» Short-term and longer-term considerations
» Zero-sum and positive-sum strategies

» Income or growth expansion and sustainability camce

While graphs like those shown in Annégure 4 depict the global impact of our current
policies and economic activity on various globasteyns and the planet as a whole, Annex
figure 3 points to the imbalances in our policies and eoan behavior that contribute to
these impacts: It highlights the governance dinmnand tells us that major re-balancing acts

are required.
So, what could we do to shift gears and enter arbatanced policy path?

This is the question to which we will now turn,gaint III.

Il Moving towards more balanced, inclusive and sutinable growth and

development

In light of the foregoing findings, | will suggesbur reform steps that | consider to be
eminently do-able, because it seems that reabsffiis already moving in these directions.
Certainly, one should not underestimate the couailéng forces. But, it seems even the
‘incumbents’, those who see themselves as bemgfiftom the current state of play, are
beginning to realize that change can be delayeddbiualtogether avoided; and that delayed
change may be more costly — for all. | believe weea — or close to — a turning point, getting
ready to step from the ‘classic’ Westphalian s&t& into a more modern era. One could

perhaps call it: Westphalia 2.0.

| would like to propose a ‘package’ of four inteked reform measures on which | would
very much welcome your comments: (1) forging cosssron a notion of ‘smart’, mutually

respectful sovereignty; (2) creating, within theited Nations (UN), an independent Global
Stewardship Council; (3) strengthening global-iskgeis; and, in order to help policymakers
and us, the general public, see more clearly tleg ‘normal’ and how to deal with it, (4)

formulating a systematic theory of global publidipp

In more detail, the proposed reforms are as follows
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1: Forging consensus on a notion of ‘smart’, mutuy respectful sovereignty

A critical reform step would be to persuade poliek®rs and their constituencies to break out

of the ‘sovereignty paradox’ policy trap.

This step deserves priority, because though govemtsrtoday are often only one actor group
among others involved in public policymaking, thsill perform a critical role. They have
unique legislative and enforcement powers, inclgdihe power to collect and allocate
revenue. In other words, they have a key role mating, individually and collectively,

normative frameworks and incentivizing change.
Persuading them to break out of the sovereigntgdmas will entail taking multiple steps.

First, it must be established that in certain policy aareespecially those involving
interdependence challenges, it is rational andifeafor states to engage in effective — and to
that end, fair — international cooperation. Thislddoe done, for example, by complementing
studies on the economics of particular global isswgich as the Stern Review on the
economics of climate change or the recent, Fiftse&sment Report (AR5) of the IPCC’s
Working Group 11, with more disaggregated countgemmunity- and firm-specific analyses
of the costs, benefits and resultant net-beneditset derived from taking timely and effective

corrective action.

But, in preparing such analyses, one ought to remeertnat effective corrective action might
entail effective international cooperation; anceefive international cooperation must be fair

and mutually beneficial. In other words, fairnesssirbe ‘priced in'.

Also, it must be demonstrated that positive-suratsgiies will, in many cases, including in
the climate and energy fields, be less costly theno-sum strategies such as responding to
problems of natural-resource scarcity by ‘land gragy’ or military control of seaways.

Secongd based on such evidence, it would be useful tgefotonsensus on a notion of
mutually respectful sovereignty. This notion of emignty would combine the pursuit of
national interests with respect for the sovereigritypther states. Accordingly, it would be
based on states’ commitment to accept respongilidit the management of cross-border
spillovers that could either affect other natiom®ctly or indirectly, i.e. via their impact on

particular GPGs, including the natural and humauleanglobal commons. In order to meet
with political support, such a commitment would, asd if appropriate, be based on the

principle of common but differentiated responstili
12



As also argued in Annekox 5 the notion of mutually respectful sovereignty \bu
constitute a collective approach to safeguardingonal policymaking sovereignty and, as
such, parallel the collective approach to the sgcwf national borders that is already
enshrined in the UN Charter. In fact, such a conwjzation of sovereignty would conform
to the UN Charter and its principle of non-inteéfiece to a greater degree than the current lax
attitudes towards externality management that leawesiderable room for ‘beggar-thy-
neighbor’ policies and free-riding.

Furthermore, the stressing of national respongbftor the management of cross-border
spillovers and thus, by implication, a responsiblestainability-oriented domestic exercise of
policymaking sovereignty would also be in line wistates’ evident preference for

subsidiarity, a preference which might become esteonger in the future, as more and more

countries climb up the development ladder.

If such a notion of mutually respectful sovereigntgre to find traction, and states could feel
confident that all would — in most cases, mosthef time — abide by this norm, they would
witness a strengthening of their sovereignty.

Thus, this approach to public policymaking woulddoeart, because: it is likely to facilitate
effective international agreements; maintain naticaind regional policy space; and make
states and governments appear more effective —ibppssven restoring the trust and
confidence of electorates in politicians and pubpiclicymaking that appears to have

weakened in recent times.

So: Who might step forward? Who is willing to tatke lead in introducing, for example, a

draft resolution on this issue in the UN?

Of course, there is a ‘but’: More progress on GR iZ. justice and fairness in international
negotiations — would be important and, as a cangliwe would need to see less movement

away from, and, instead, a return towards, mudtikism.

2: Creating an independent Global Stewardship Courtwithin the United Nations
As important as the first reform measure would lbe treation of a Global Stewardship
Council. (See also Anneébox 6)

This council could take the form of a standing badyeminent personalities, wise men and
women appointed in their individual capacity andnaeted to support the international
community in creating and maintaining a global pullomain that serves all people and

13



countries in furthering their welfare and well-bgginwhile ensuring mutually respectful

sovereignty and the carrying-capacity of the globe.

The role of the Council would be to scan globahdi®in order to see whether the world is ‘in
balance’, ensure that the issues which requirentaite are getting resolved and verify that

emerging concerns are moving onto the appropriatieypagendas.

Considering that various global risks are beginimgluster and that in a number of issue
areas, including climate change, we are rapidly@gghing critical limits while concurrently
undermining communities’ capacity to withstand disas, the creation of a Global

Stewardship Council is urgent.

By establishing such a council of independent, emtipersonalities, the UN Member States,
as well as the public at large, would recognis¢ ithhaddition to national jurisdictions there
also exist global policy spaces — spaces (and ressyutsideof, overlaying andinterwoven
with national jurisdictions. Given the existence ofsiepaces, it would be appropriate for the
Global Stewardship Council not to be ‘merely’ yeither intergovernmental body, like a
G20-type forum. Rather, when acting as global stdsvar trustees, its members should free
themselves from private and national interests l@nguided solely by what is good for the
global public — all people, countries, regions bglbissue systems (whether natural or human-

made), and the Earth as a whole.

By establishing the council as a standing bodyhvgtaggered rotating membership, its
reports and advice would perhaps stand a bettercehaf attracting attention and follow-up
than the reports of the temporary high-level consioiss appointed by the UN Secretary-
General or the UN General Assembly in the past., Yebugh the impact of these
commissions may have been limited, they were ingmbprecursors: They have revealed that
additional, independent advice is needed and niagilitate and improve the awareness of

global-publicness in intergovernmental decision-imgk

As Barbara Ward and René Dubois reminded us alr@adlieir report entitledOnly One
Earth, published the early 1970s, at the time of tlexl8tolm Conference, it will be very un-
smart, even ‘foolish’, as Ward and Dubois say, toog ignoring global interdependence,

because ‘globalness’ today is increasingly no lomgerely a vision but a reality.

But, again: Who will take the lead and initiate thext step, e.g. sponsor a draft UN resolution
requesting the setting-up of a temporary commisssoexplore in-depth the desirability and
feasibility of this or a similar proposal and advite UN General Assembly thereon?
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Could perhaps a pilot be initiated? It could take form of a Global Stewardship Council
mandated to support the international community staying on track during the
implementation of the Post-2015 Agenda.

3. Strengthening global-issue management

Governance systems today are mainly organized aoagomic-sector lines and geographic
lines. Yet, GPG-type issues tend to require mettgr and multi-level interventions by
multiple actor groups. As a result, global challemglo not fit easily into the current

organizational structures.

This also holds for the UN system agencies. Cdytaithey address global challenges.
However, being intergovernmental entities, theydtém look at these challenges from the
viewpoint of their Member States, reporting how mipy ‘1’ to country ‘193’ is being

affected by a particular global challenge or whdtas done or plans to do in order to help
tackle it. In other words, the existing intergoveental organizations are mainly universal

state-membership organizations, not global-issusagers.

A genuinely global systemic perspective is stiltetaSome of the governing bodies and
secretariats of the conventions and treaties orgkbleal-commons come closer to being a
global-issue manager, including those that dedl liant genetic resources, the seabed or the
geostationary orbit and electromagnetic spectrurhil@Msome of these entities — e.g. the
International Seabed Authority — have their ownalegdentity, others such as the
Radiocommunication Bureau of the International etemunication Union (ITU) exist
within a larger organization (which may be warranter reasons of economies of scope), yet
as clearly identifiable and issue-focused entities.

Mention can, in this context, also be again madehef IMF’'s work on spillovers, which

recently received significant attention; anothemaraple are theEmissions Gap Reports
prepared by the UN Environment Programme (UNEP)wéi@r, reports such as the WEF's
Global Risks Reportsave not yet emerged from the UN system.

Nevertheless, it would be desirable to start stiemgng genuine global-issue management
throughout the UN system agencies by requesting thay establish, within their
organization, a strong global-issue unit, headea lgyobal-issue ‘CEQ’. Thus, for example,
the WHO could reinforce what it has already begurdéaling, in addition to health-sector-
issues at national and regional levels, with thevigsion path — and the related global-issue
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policy space — of particular diseases and theitrobrSuch an approach is needed because in
an open, interdependent world it is the policy oate that counts, e.g. whether or not a
disease is brought under control or, where feasdvbicated.

By establishing global-issue units at the interadi/regional level an incentive would be
created for national governments to develop comedimg units and make the nomination of

global-issue ambassadors part of the ‘new norra#ittar than a rare exception

To the extent that this occurs, a progressive miglgf the foreign-domestic divide would be

achieved.
4, Developing a theory of global public policy

The present organization of the social sciencegomsirthe conventional set-up of the
governance systems. It, too, is marked by a ford@nestic divide, with ‘international

relations’ on one side and national public econanfioance, or political science on the other.

In order for social science research to faciliewdanced governance readiness it would be
important to develop a new social science disogpliglobal public policy. Many useful
insights could, no doubt, be distilled from thetésrature that has emerged in most global-
issue areas. Yet, much additional research witl ks needed. To mention just one of the key
outstanding research questions: How does statevioeinadiffer between the national and
international levels? At present we have a thebmparket failure but very little research on,
and understanding of, the behaviour of statesemtiesence of GPGs in general and specific
types of GPGs — like the commons — in particular. & another example, what constitutes,

in the case of GPGs, ‘efficient provision’?

In order to get the incentives and willingness @aoperate ‘right’, it would also be important
to systematically clarify the differences and thypesgy between international cooperation in
support of GPG-type challenges (which is often watéd either by national interests or one’s
own global identities such as ‘being an environraksit) and international cooperation in
support of other countries’ and other people’s tgwaent (which is often said to be
motivated by ethical or moral reasons, although,fat#o, it, too, also serves the donor
countries’ national geopolitical or commercial mggts). Annexable 2 presents an overview

of the main differences and synergy between thegsestrands of international cooperation.

When thinking about global public policy, lengthydarich research agendas open up. They,
too, need to be addressed urgently so that webailspared the embarrassment that many
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economists felt in 2008, when the global financasis erupted. Paul Krugman and others

then asked: How could we get it so wrong?

In order for us not again to have to raise the squastion soon, let us get “it” right — now —

and conclude on the following note.

Conclusion

As | hope | was able to show, the inefficient atijusnt of our governance systems to today’s
global policymaking realities impedes progress tmsamore sustainable growth and
development.

Yet, do-able reform steps are not difficult to esien. Hence, if there were a will to reform,

there would be ways.

The positive news is that precursors of the suggesdforms exist. Evidently, ideas as those
set forth here are beginning to be in the air erhpps better, to take roots and sprout.

But, as noted, strong countervailing forces likee theturn to ‘power politics’ and

‘demonstration of military might’ exist and needie reckoned with.

But, we can take comfort from the insight of twaight- and foresight-full scholars: Peggy
and Richard Musgrave. In introducing their bookpublic finance in 1989 they stated that
public finance has never stood still. And, | bediethe same applies to governance and public
policymaking more broadly. They, too, have neveoditstill and are not likely to do so either
in the future — for too long. The trend towards tinpblarity and more open, participatory, de-
concentrated global governance are, in my vievelyilto continue and, in the process, lead to
an enhanced national/global balance.

My optimism is based on the fact that the outlimetbrm steps will generate significant
returns for governments: They will (re)strengthka policymaking capacity of states. Thus,
these reforms have besides the general public anpthwerful constituency: policymakers
themselves. And as we need states for an issuethi&kepolicy shift from the ‘classical’

Westphalian order to ‘Westphalia 2.0’, we, the gahpublic, should perhaps do more pro-

actively our part: nudge — encourage and lead ieyoobkers to move in this direction.

Thanks you for your attention; and thanks in adeafoz any comments and questions you
might have.
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Global Public Goods, Commons and Governance: The

Current State of Play

Annex Boxes, Figures and Tables
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Box 1: Introducing public goods and global publicgoods:
A consumption-side perspective

Standard economic theory distinguishes betweenmao categories of good
private goods and public goods.

Uy

Private goodsare goods that can be parcelled out and made elikidso tha
clear property rights can be attached to them.

Public goods by contrast, are goods that are non-excludabkgning that the
goods’ effects (benefits or costs) are shared byyewe.

If a good is non-excludable and non-rival in conption so that one person’s use
of the good or one person’s being affected by @sdeot diminish its availability t
others, the good is said to perely public Examples are peace and security.

O

If a good has only one of these characteristicsjsiimpure- public The
atmosphere, for example, is non-excludable butl imaconsumption, becauge
unrestricted pollution can change its gas compmsitind contribute to global
warming. In fact, many of the natural commons fatb the category of impurg
public goods.
In contrast, patented pharmaceutical knowledgestitles a non-rival impure-
public good, whose use has, at least for a limggedod of time, been made
excludable.

The public effects of a good can be of differenbg@phic — local, national,
regional or worldwide — reach; and they can spansacone generation or several
generations.

Global public goodsare goods, whose benefits or costs are of glottahepary
reach, potentially affecting all or anyone anywhdregether withregional public
goodsthey constitute the categorytohnsnational public goods

It is important to emphasise that, in the presemitext, the term ‘good’ haso
value connotationlt is used as a short form for the goods or pctglas well as
services and conditions that exist in the publimdin.

Source: This box draws on Kaul et al. (200Bhe interested reader may also wish to
consult Barrett (2007) and Sandler (2004).
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Box 2: Introducing public goods and global public goods: A
provision-side perspective

In many cases, publicness and privateness aranatei properties of a good but the resulsagial

or political choice Therefore, it is important to distinguish betweidse potential and de facto

publicness of a good. For example, land can bédyfeeressible to everyone; or it can be fencedben
made excludable.

Globalness, too, is a special form of publicness] s most cases, it, too, results from a po
choice, e.g. a decision to promote free trader@nitial liberalisation. Thus, while some global lpuk
goods are naturally global and public, such asightjlmany others are human-made, including

1=J

icy
he

—

international communication and transportation eayst or the goods of communicable disease

control, financial stability or peace and securiipwever, in order to avoid their overutilizationea

natural global public goods like the global commanay require, for their adequate provisioning,
both deliberate policy choices and decision-makamgl operational follow-up to the agreements
reached, possibly by many, even all countries, Ibpcor groups and stakeholders, at all levels of

state intervention and in markets.

Accordingly, the provision of public goods entailpolitical processand gproduction processNhile

some goods may be produced by a single agent aipgvb agents, most public goods, including

global public goods follow a complex multi-actorultitlevel process, a so-called summation prog
of the type depicted below.

Provision of global public goods

Global public domain

Voluntary cross-border

P Global  Intermediate

Re_glonal : public  global public g collective action
public goods goods goods (CSOs, GPPPs)

7
7

National public goods
1, 2, ... 200 countries

7

Source: Adapted from Kaul and Concei¢éo (20064p.
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Box 3:

Global commons and common heritage of humatikd

Conventionally, the concept of ‘global commons'emsfto natural assets outside of
national jurisdictions such as the high seas, ttneosphere, outer-space and
Antarctica.

These global natural commons possess the chasdicterof an impure global

public good: They are rival in consumption yet idifft to be made excludable. As
such, without proper management of their use, sofrtiem — like the electro-

magnetic spectrum — could become congested, whiher® might become

degraded. Thus, as their local, national and regi@ounterparts, these open-
access assets, too, tend to be subject to overatitih and, gradually, lose their
utility, a problem that Hardin (1968) called thealjedy of the commons”.

In international agreements, the natural global moms are also being referred to
as forming part of the common heritage of humankinduding, for example, in
the 1979Agreement Governing the Activities of States onMioen and Other
Celestial Bodiesand the 1982Jnited Nations Convention on the Law of the.Sea
The main stipulations of these treaties are tHBt:nO nation or individual can
appropriate the recognized global commons; andh@) use ought to be guided
by sustainability considerations for the benefiaththumankind, current and future
generations. In other words, the main goal of thesaties on the natural global
commons is to regulate the access to, and use lbedag of, them in order to
protect their long-run availability as goods theg global-public in consumption
and utility.

But, the concept of common heritage is also bejmgied to the second type of
impure global public goods, viz. goods that are-nigal in consumption and to be

made excludable. In their case the goal of int&nat interventions has been to
strike a better balance between nationalness/prieas and global-publicness.

For example, the 1972 UNESC@Morld Heritage Conventioemploys the concept

in respect to cultural and natural sites that duated within a national jurisdiction

and recognized, upon the request of the concertad, @s sites of outstanding
value to humanity. In this case, an essentialljonat asset is being turned into a
more global-public, better-known, better-preservaad, thus, more globally

accessible good.

Similar efforts are also underway in respect to t@servation of biological
diversity and the utilization of genetic resourcas,well as scientific knowledge
and technologies deemed to be of special importtmdeimankind, such as the
human genome. In the case of biological diversitypse elements are also often
situated within a national jurisdiction, the intational community has created a
new global public good: the Multilateral Systemnetwork of the world’s gene
banks that are in the public domain and under ¢iméral of the Contracting Parties
of the 2001International Treaty on Plant Genetic Resources Fwod and
Agriculture. The purpose of the Multilateral System is to faaig for farmers,
plant breeders and scientists access to plantigemetterials and ensure equal
benefit sharing between the users and providetfsese materials.

As knowledge and technology are being produced ruividual persons or
institutions they can be withheld from others eatst in the short and medium-
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term. So, in this case, too, the policy or goveceaohallenge is to foster more
open access to the good in question, where thisdwemhance the balance between
global dynamic efficiency, on the one hand, andalstatic efficiency and equity,
on the other hand. Various initiatives are underwlast aim at achieving a
widening of the access to critical knowledge armathtelogy goods, including such
measures as differential patenting or the creatfgratent pools.

Yet, many global-commons and common-heritage isgeawin controversial.
Thus, we see again what holds for global publicdgomore generally, viz. that
publicness and privateness are a matter of polwjce and preferences may —
and, in many instances, do — vary across courdriespopulation groups. ‘Global
commons’ and ‘common heritage of humankind’ aread@onstructs that different
parts of the international community maymay not want to assign to a particular
good for private, national or regional reasonsthaalgh well-managed open access
and use of the good could make all better off, nigtan the longer-run.

Where the commons approach fails, a key obstacle beathat the condition of
adequate GPG provisioning — the squaring of thBs4— has not yet been fully
met and mismatches exist between the good’'s puws&nin consumption,
publicness decision-making, publicness in provisigrand publicness in utility.

Source: This box draws on Kaul et al. (2006), Mend®92), Ossorio (2007), Taylor (2011, 2013).
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Box 4: The sovereignty paradox

The way in which policymakers, scholars, journaliahd the public at large now
speak about international cooperation shows tht d@tften perceived as running
counter to the core principle on which the presemtrld order rests: non
interference by external forces into states’ indmaffairs, or, put differently, into
their national policy-making sovereignty.

At first sight, international cooperation appeaysriply just that. It requires th
recognition of common interests and a bridging e foreign/domestic divide.
This suggests a blending of national and exteraitypconcerns. To achieve that,
the state needs to act — at least in fields otpatiterdependence among countries
— as an intermediary between national and globat@ms. In many instances,
states are already playing this role. Yet, thegmfio so reluctantly, because many
perceive it — for understandable reasons — asliegtai loss or transfer of national
policy-making sovereignty to international orgami@aas and other globally
engaged actors. After all, international cooperatias so far been, and in large
measure still is, a ‘power play’.

D

So, national-level policymakers frequently shy awdsom international
cooperation even where it would constitute thedbetpproach to meeting national
interests. The reasoning underlying this ‘bettgpraach’ claim is that countries
inherently lose policymaking space and options whiele to a lack of internationa
cooperation on key challenges, they come undeclkatieom forces such a
financial crises, catastrophic storms or floodsyorést actions, or new and
resurgent communicable diseases that hold no refspatational borders.

(2R =—2

In these cases, reluctance to engage in multilateagperation leads to a condition
that can be termed the ‘sovereignty paradox’: threlér governments hold on tg a
conventional, absolute notion of sovereignty inigoffields of interdependence
the more they fail in meeting global challengesd awmith each failure they
undermine, bit-by-bit, their policymaking capacity.

Source: This box draws on Kaul (2013) and Kaul Bluhdin (forthcoming).

23



Box 5:  ‘Smart’, mutually respectful sovereignty — A
collective approach to safeguarding national
policymaking capacity

International cooperation is often seen as undengirstates’ policymaking
sovereignty. No doubt, it often does; and therefg@vernments frequently shy
away from a global, concerted policy response, éweissue areas that involye
transnational challenges which no single nation efiactively and efficiently
address alone. In the absence of a cooperativeoagpr global challenges wil
linger unresolved, potentially making all partiesrae off.

Thus, when confronting challenges that entail goliderdependence, it is in the
enlightened self-interest of all concerned statesffer fair and mutually beneficia
cooperation. This requires mutual confidence aunsktiAccordingly, there must be
a shared commitment among states to act responsiblyn toward their own
territories and constituencies — protecting agamegiative spill-ins from abroad |-
and toward other states, because non-cooperatiold emdermine welfare and
well-being for all.

In other words, exercising sovereignty in a ‘smaefficient and effective way
means pursuing national interests in a way thiaillis respectful of the sovereignt
of other nations and the integrity of the Eartltslegical systems and, to that end,
oriented toward the maintenance of global balances.

<

Just as states’ commitment to the norm of collectsecurity strengthens the
inviolability of national territorial borders, a gonitment to exercising the
policymaking sovereignty in a mutually respectfidnmer could, in areas of poligy
interdependence, be the best way to secure th#nahpolicymaking capacity.

=

Source: This box draws on Kaul (2013).
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Box 6: Why create an independent Global Stewardship
Council within the United Nations?

According to Drache (2001), the term ‘public domasrdefined as the ensemble
of the things that we have or experience in comribdese things can include

tangible products like land or street signs, sewiike information made available
for all, and conditions like peace and securityaficial stability, or climate chang

®

The main things in the public domain are publicdgdl hus, the reach of the
public domain will vary, depending on the spanha tjoods’ costs and benefits.
the goods are of a global-public-good (GPG)-type,domain will be a global
public domain.

=

As the provision status of public goods, includihgt of GPGs can change over
time, the utility of the public domain in termssfpporting economic growth and
human development can also vary. Goods may, intahér, be neglected or,
especially in the case of impure, open-resource-GPGs such as the natural
global commons become overused, due to stategjirenen their international-
treaty commitments. If well-stocked, the public domcan serve as an important
facilitator of sustainable and inclusive growth aledelopment. However, if
composed of more and more seriously underprovidedsg it may pose risks and
as risks turn into actual disasters, it may becam®jor source of instability and
vulnerability. Just think of the global climate-wa{poverty-(in-)security nexus.

Throughout history, tension has existed betweettigadlforces striving,
respectively, for and against making certain thimgse or less public or private.
Today, there also exist such struggles about thetste and functioning of the
national (including local), regional and global pallomains; and this perhaps
increasingly so, as in today’s multi-actor worlake tpublic domain has become less
coterminous with the economic activity of the statéhe public sector.

At all levels, the public domain, at present, appéa be a relatively ‘orphaned’
policy space. Yet, due to the challenge of dualkketzand state — failure in the
presence of GPGs, the global public domain culyesgiéms to be one of the mos
neglected policy spaces. Although it concernsnallpne is today mandated to ag
as a trustee of the global public domain, alertiagif gross imbalances arise
between the public and the private, the natiomrgfional, and global, or the short
and the longer-term.

—

Establishing, as proposed in this paper, a UN GI8bawvardship Council,
composed of independent, eminent personalitiedd ddithis policymaking void.
Such a council could be organized as a standing)gent body within the UN
and consist of a limited number of high-level, ipdadent-minded and global
sustainability-oriented personalities from all “wslof life’. Their role would be tg
help restore, maintain and improve the major gldiaddnces

Source: Kaul (2013, 2014), drawing on Bosselmai®982, De Brabandere et al. (2013),
De Lombaerde et al. (2012), Drache (2001), ShahZpBtone (2008) utuianu (2013)
and Wolfrum (1983).
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Figure 1:

Squaring the 4 ,Ps'

PID-M
a a
b!
PIC
b
C c
PIP

PIC: Publicness in consumption

PIP: Publicness in provision

PIU: Publicness in utility

PID-M: Publicness in decision-making

a: Hegemonic or G-type global governance (GG)
a'. Open, participatory GG

PIU

Source: Author
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Figure 2: Assessing governance readiness — an artadgl framework

N
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P lobal-issue and coherent f th
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Source. Drawing on Kaul and Blondin (forthcoming).
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Figure 3. Global (im)balances

National self-interest
Growth Conflict/zero-sum strategies
Short-term ,, .+ Market
State“ ** Longer-term
Cooperation/positive-sum strategies Sustainability
Global concerns
Current policy field
-------- Balanced policy field

Source: Author

Note: The figure shows, from a conceptual perspegctihat the current balance between the various
global governance dimensions might look like, ¢hg.global balance between markets and states or
that between policymaking for the short-term arelltinger-term. The circle indicates ‘full balance’.
An interesting research question would be how tasuee these balances and how a fuller balance in
one or several dimensions would impact the othmedsions and the attainment of various policy

outcomes.
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Figure 4: Planetary boundaries

Source: Rockstrom et al. (2009)
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Table 1: Meeting the governance requirements of
global public good-type challenges:
Examples of fitting policy responses

Governance requirement

Fitting policy responses

1-Averting the risk of dual —
market and state — failure

Added emphasis on measures

like:

(0]

Transparency and
accountability requirements
established

Compliance monitoring, rating
and ranking

Use of positive and negative
incentives (e.g. financial
compensation and sanctions)
Binding decisions

Measures aimed at promoting
the rule of law and respect for
human rights

2-Promoting global fairness in
international cooperation

Added emphasis on measures

like:

(0]

A better matching the circles
of stakeholders and decision-
makers

Agreements on fairness
principles, e.g. states’
common but differentiated
responsibility for meeting
global challenges
Positive-sum international
bargains

Equity built into the design of
global regimes

3- Encouraging vertical and
horizontal subsidiarity

Added emphasis on measures

like:

(0]

International agreement on
national and regional
responsibilities for meeting
global challenges

Global incentive and support
mechanisms to assist countries
in contributing to global goals
National policy strategies that,
directly or indirectly, echo
global concerns

Enhanced national externality
management

Measures that encourage
public-private partnering
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Governance requirement

Fitting policy responses

4-Facilitating integrated
global-issue management

Added emphasis on measures
like:

0 Single-issue mechanisms for
the delivery of international
cooperation

o New mechanisms to facilitate
more adequate project finance

o Establishment of targets

o Cost/benefit studies

o Creation of ‘global affairs’
units in govt. institutions,
nationally and internationally

o Dual-track budgeting

o Differentiation between ODA
and GPG financing

0 Appointment of national
issue-ambassadors

0 Special issue representatives
of the UN Secretary-General

5-Fostering a sustainability-
oriented global public domain

Added emphasis on measures
like:
0 Studies on global-issue
linkages
0 Assessment of the distribution
of the benefits and costs across
nations and population groups,
including current and future
generations
0 Global risk-assessments
0 Improved global-risk insurance
and disaster management,
including humanitarian
assistance and resilience
strengthening

6-Recognizing the ‘new
normal’

Awareness and acceptance of:

o0 Policy interdependence

0 Increased risk-proneness of the
global economy

0 More and more diverse global
public goods

0 Multi-polarity in inter-state
relations and the national-level
advances in democracy, civil-
society engagement and public-
private partnering

0 The need for a fine-tuned
global market/state balance

Source: This table draws on Kaul (2013)
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Table 2:  International cooperation in support of GRG provision
and international development cooperation: differeces
and synergy
Dimension International cooperation in International development

support of GPG provision

cooperation

Main rationale

Self-interest/efficiency

Concern about ,others'/ equity

Focus of the
intervention/
cooperating parties

Global issue/

Interested demand-side parties and
potential suppliers, whose interest in th
issue may or may not overlap

Poor country and poor people/
Rich countries — when the issue
at stake concerns issues like the
pooling of required resources
and

Rich and poor countries, civ.
society, private sector —in
discussions on the utilization of
the resources

Nature of the
interaction

Agreement on policy-reforms to be
undertaken in a decentralized or poole
way, trade in global-public-good inputs
(e.g. purchase of certified G@mission
reductions)

Transfer of financial and non-
dfinancial resources at
concessional rates, plus policy
advice/conditionality

Main intended
beneficiaries

Mainly one self and, depending on one
identities, the world’s cultural heritage,
oceans, birds or the Earth as a whole

'$00r country/people

Effectiveness of the
intervention
depends, among
other things, on

Development effectiveness, i.e. the
capacity of all concerned states to
cooperate in a result-oriented manner

An adequate and development-
compatible, i.e. mutually
beneficial provisioning of GPGs

Source: Author
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