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PREFACE

This book began as a relatively short monograph on a relatively narrow
subject—rethinking the meaning of international security after the end of
the cold war. The Rockefeller Brothers Fund (RBF), like many other grant-
giving organizations active in the international arena, was reconsidering how
best to channel its grants, and it wanted to contribute to the broader debate
then raging over how best to define security in the chaotic international
environment of the 1990s. The contours of that debate included calls for
expansion of security to include all major threats to human well-being, from
armed conflict to disease to environmental degradation. As research director
of the RBF project on redefining security, I spent several months drafting a
monograph that dealt broadly with such big questions.

At the end of the year, I took the draft monograph to the RBF’s presi-
dent, Colin Campbell; vice president, Russell Phillips; and special assistant
to the president, Priscilla Lewis—and asked them not to publish it. I had
come to the conclusion that there was a better way to define the issue with
which we were all grappling. I believed we were concerned not so much with
how broadly to define global security as with how well the world could deal
with all the threats that could be loosely grouped under that heading. The
monograph was insisting on evolving into a broader book, one that focused
on the processes by which global decision making occurs—the book you
have in your hands.

Having worked closely with these three extraordinary people over the
past year, I was delighted but not surprised by their enthusiastic response to
my request to indulge in a larger intellectual odyssey. For the next three
years, the RBF generously funded my work at the Carnegie Endowment for

xi
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International Peace both directly on the book and in support of other proj-
ects related to transparency and transnational civil society. For that sup-
port, and for their forbearance when the book took an additional two years
to finish, I offer heartfelt thanks to the RBF’s board and staff. I owe far
more than the usual debt to a funder. In the early stages, people at the RBF
served as sounding boards, editors, and unfailing sources of encouragement
and good ideas.

I also want to thank the Carnegie Endowment for International Peace,
particularly its president, Jessica Mathews, and its vice president for studies,
Thomas Carothers, for providing the ideal intellectual environment for the
writing of this book. Several of my Carnegie colleagues were kind enough to
review all or parts of the manuscript at various stages: Tom Carothers,
Robert Cavey, and Virginia Haufler before she returned to the University of
Maryland. Special thanks to P. J. Simmons for intellectual and moral sup-
port far beyond the call of collegiality. Others to whom I owe a debt of grat-
itude for comments include Todd Baldwin, John Boli, Martha Finnemore,
Allen Hammond, Tim Kessler, Priscilla Lewis, Russell Phillips, Peter Riggs,
Strobe Talbott, and Lynn Whittaker. Several research assistants helped with
various stages of the book: Wendi Adelson, Cara Carter, Yahya Dehqanzada,
Andrew Eggers, Robert Johnson, Wynne Rumpeltin, and Jordan Tama. Four
authors on whose work I drew were kind enough to allow me to read their
works in manuscript form: David Brin, Allen Hammond, Margaret Keck,
and Kathryn Sikkink.

My family deserves thanks on several grounds. My sister, Karen Florini,
and my husband, Sunil Sharma, not only delivered the usual moral support
but also provided helpful substantive input, including detailed comments
drawing on their substantial relevant expertise. My mother, Barbara Florini,
gently but persistently reminded me as the years dragged on that the book
would be useful only if I actually got it finished.

Above all, thanks to my daughters. They did not help, of course—instead,
they actively interfered, clearly believing that paying attention to them was a
better use of Mommy’s time than scribbling on paper. They were often right.
But in a larger sense, the book exists because of them. They will live in a world
that could flourish or fall apart, depending on how well the current genera-
tion resolves the conundrums of global governance. This book is my effort to
contribute toward that resolution, and it is dedicated to them.
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A Time of Transformation?

They were unlikely sparks for a revolution. The bibles that rolled off the
newly invented printing press of German goldsmith Johannes Gutenberg in
the 1450s were massive, painstakingly crafted works of art, meant to catch
the eye of the church leaders and secular rulers who could afford the two-
volume tomes.! Gutenberg, a chronically indebted businessman with an eye
for beauty, may have created masterpieces, but he was primarily out to make
a living. If he thought about any broader effects of his invention, he proba-
bly assumed that it would help unify Christendom by replacing the many
error-filled local variants of hand-copied religious documents with single,
authoritative, Church-approved versions. Gutenberg could not have fore-
seen the Protestant Reformation, the Enlightenment, the emergence of the
nation-state as the dominant political form, the spread of mass literacy, or
the rise of representative democracy. Yet all were made possible by the print-
ing press.’

The Reformation was the most immediate beneficiary. Martin Luther’s
ninety-five theses railing against the corruption of the Catholic Church—
which were mailed in a letter in 1517 to the archbishop of Mainz, not, as
legend has it, nailed to the door of the Wittenberg castle church—quickly
leaked. By the end of 1517, they were all over Germany, translated into Ger-
man.’ And over the next seven years, Luther’s works amassed a total print
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run of perhaps 300,000 copies—one-third of all the books published in
Germany during that time. Previous reform-minded tracts may have been
written, but none received so wide an audience as Luthers.

Over time, Gutenberg’s invention also changed the geography of lan-
guage. Authors trying to reach broad audiences had to deal with a bewilder-
ing variety of dialects, creating standardized languages that sidelined Latin
and provincial vernaculars alike.* It is hard to imagine the rise of the nation-
state and, eventually, the rise of nineteenth-century nationalism in the
absence of such ease of communication within national borders.

Most important of all, print changed the way in which knowledge could
be accumulated. Printers could improve works from edition to edition, rely-
ing on large networks of readers to point out errors and provide new data on
any subject, from mapping to botany. Print also, of course, made it possible
to reproduce errors far more widely, but on the whole, error correction out-
weighed error duplication. Scottish philosopher and historian David Hume
wrote to his publisher, “The Power which Printing gives us of continually
improving and correcting our Works in successive Editions appears to me
the chief advantage of that art.”

Part of the knowledge that was accumulated was political. Now everyone
could know what laws existed, what agreements rulers had made with the
ruled. Censorship became problematic. The Catholic Church tried to cope
with the explosion of unwelcome books by regularly issuing the Index librorum
probibitorum (Index of prohibited books), which provided invaluable free pub-
licity for the listed authors and, as historian Elizabeth Eisenstein notes, “may
have spurred sales.”® Over time, the explosion of knowledge opened the door
to vastly greater individual freedom and to forms of governance that required
the ongoing involvement of literate, attentive, and informed populations.

These consequences were not inevitable. Movable type presses were avail-
able in China as early as the eleventh century, but they were little used and
had essentially no influence.” The European invention of the printing press
transformed Europe because Europe was ready to be transformed. The
Renaissance was already under way, and Europe was in the painful process
of recovering from the devastation of the bubonic plague. The growing
demand for books and other written materials was outstripping the capacity
of scribes to make their copies. Public disgust with the corruption rife in the
Catholic Church provided fertile ground for Luther’s theses. Thus, the
advent of print holds powerful lessons for us today.



A Time of Transformation? 3

We are now, potentially, at a similar turning point. Information technol-
ogy may once again be poised to transform politics and identity. If the print
revolution made possible the nation-state system and eventually national
democracy, where might the digital revolution lead us? Can it help us create
new, and possibly better, ways of running the world?

As was true in the early days of print, we live in an extraordinarily fluid
time, when choices made today will have massive consequences for tomor-
row. To see this, imagine living in a wonderful world a few decades from
now. The gut-wrenching poverty that left half the world eking out a bare
existence at the turn of the millennium has become little more than a dis-
tant memory as ever freer and more equitable global markets have ushered
in a new era of prosperity for almost everyone. Population has grown far
more slowly than predicted, with birthrates dropping dramatically in a
“demographic transition” that reflects the world’s improved standards of liv-
ing (the richer people become, the fewer children they have). The popula-
tion growth that has occurred has created larger markets and bigger labor
forces for the growing economies. New environmentally sustainable tech-
nologies, from “green” cars to organic farming, are so widely adopted that
Mother Nature smiles benignly on her 8 billion or so human children. This
extraordinary progress in the human condition has become possible thanks
to the information revolution and the related spread of education. People
around the world have become capable of demanding, and getting, effective
and competent governments, which are closely monitored by a global array
of citizens” groups looking out for the public interest.

Now imagine a different scenario for that not-too-distant future. Eco-
nomic globalization has forced all societies to subordinate concerns about
equity and social justice to productivity and competitiveness. With the pri-
vate sector ever more powerful and the wealthy ever more isolated from the
rest of society, governments find themselves unable to compel those with
money to help pay for such basic social needs as defense and police func-
tions, economic infrastructure, environmental protection, or a social safety
net. Organized crime runs rampant through porous borders. The technolo-
gies of the information revolution have spread, but inequitably, leaving the
poor well aware that others are living far better than they but unable to par-
ticipate in the information-based global economy. Growing and aging pop-
ulations that are increasingly organized into self-interested activist groups
put heavy demands on governments to provide services. Environmental
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degradation compounds those demands by undermining the ability of the
poorest to fashion a living for themselves as supplies of water, firewood, and
arable land diminish. The failure of either market or government to meet the
demands of both the truly desperate and the merely relatively deprived
masses is provoking growing frustration and thus violence. And everyone is
suffering the consequences of climate change and ecosystem collapse as
weather runs wild, fisheries are devastated, and much of humanity ends up
poisoned by the by-products of industrial activities.

There are plenty of people who say we are already well on our way toward
one or the other of these outcomes. Panglossian pundits foretell a “long
boom” of ever-increasing prosperity: Peter Schwartz, Peter Leyden, and Joel
Hyatt, in their book of that name, lay out a vision of a future made glorious
by rapid economic growth, technological innovation, and the power of net-
working.® Others, like the well-traveled writer Robert Kaplan, foresee a
world at best divided between the privileged few and the miserable many,
headed for conflict and possibly wholesale collapse.’

These are not the only views of our likely future, of course. A number of
pundits prefer to promulgate paradigms that look more like the recent past,
with the world defined primarily by antagonisms between countries. The
United States is always one of the antagonists, given the preponderance of
U.S. power, and its enemy is posited to be China or a unified transnational
Islam (replacing earlier renditions that put Japan or a revitalized Russia in
that role).!” Most well known in the wake of the September 11 attacks on
New York and Washington, D.C., is Samuel Huntington’s imaginative vari-
ant on the Great Enemies idea, contending that whole civilizations, rather
than mere countries, will clash.!!

All these views reflect a palpable hunger for a single theme that will bring
coherence to the confusing cacophony that has prevailed since the cold war
ended. The hunger is understandable: we need some means of attributing
meaning to the myriad events and trends we observe, some basis for decision
making. But such simplifications of reality appear to describe inevitabilities
rather than possible futures. And some of their arguments have a dangerous
propensity to generate self-fulfilling prophecies. If claims about new enemies
are taken seriously, peoples who need not become enemies may start treating
each other as such. That is clearly what the terrorists behind the September
11 attacks hoped to bring about with their ill-founded claims about hostil-
ity between Islam and the West. If assumptions of inevitable prosperity are
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accepted, the real threats to that outcome will be ignored until too late. And
if fears about possible catastrophes are accepted as descriptions of an
unavoidable future, that future will come.

Reality is not as simple, and human destiny is not as fixed. Major stresses
are inevitable, given the sheer size of the growing human population and the
need to adjust to technological changes. But within those constraints,
humanity has enormous freedom. People decide which problems matter
most and how, or whether, to try to solve them. Cultures and civilizations
need not clash if people decide to work out their differences in nonviolent
ways. Climate change need not continue. Humanity can wait and see
whether ecological catastrophe will strike, or we can reduce the emission of
greenhouse gases. We can wait until the bombs go off, or we can act to con-
strain the proliferation of conventional weapons and weapons of mass
destruction. We can confront the problem of growing income disparities, or
we can wait and see whether such divisions really will rip societies apart, as
many social scientists predict.

The difference between the rosy and gloomy scenarios boils down to a
single word: governance. Governance is something more than the familiar
processes of governments. Governance refers to all the ways in which groups
of people collectively make choices. Just as operating systems set the
parameters within which computers function, governance systems set the
parameters within which societies function. At the global level, however,
the operating software is still in the beta-test stage of an early version—not
able to do much, and with plenty of bugs still in the code.

Governments are obviously a big part of global governance—they agree
on treaties, constitute international organizations that set international stan-
dards, and enact and enforce national laws to implement internationally
agreed-on rules. But corporations are also taking an increasingly large part in
global governance by lobbying governments, regulating themselves through
industry associations, and establishing codes of conduct for their own behav-
ior. And a vast and growing array of nonprofit groups is beginning to partic-
ipate in global governance, whether by demanding changes from the streets
or by sitting down with representatives of governments and corporations to
write the rules.

This current system for running the world is based on rules that were set
in the middle of the twentieth century, in the wake of World War II. It is
based on assumptions that a handful of great powers will make most of the
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decisions, with other national governments involved as needed and with
intergovernmental efforts at times coordinated through treaties or interna-
tional organizations such as the United Nations. It was designed for a time
when war between countries seemed the greatest threat to international well-
being, when national economies engaged in trade but otherwise operated
quite separately, and when environmental concerns were scarcely a blip on
the radar screen.

The world of the early twenty-first century is obviously quite different.
In late 2002, the “war” against terrorism was uppermost in many minds. But
humanity faces many threats. True believers in doomsday scenarios have
many potential catastrophes to pick from. The cold war may be over, but the
world still hosts thousands of nuclear weapons. Dozens of countries (and,
increasingly, subnational groups) have or could get chemical weapons, bio-
logical weapons, or both, as well as missiles to deliver them. The interna-
tional treaties and safeguards in place to prevent such proliferation have seri-
ous flaws. Although we are unlikely to experience another war like World
War II, in part because the United States is so militarily dominant that no
conceivable enemy could hope to win a conventional war against it, millions
are still dying and suffering from the cumulative murder and maiming made
possible by the global trade in small arms. Such violence is particularly hard
to control when it comes, as it increasingly does, from rebel groups and
criminal organizations (often now one and the same) rather than national
governments. The international community, in the form of the United
Nations and national leaders, is increasingly recognizing a moral obligation
to stop the slaughter of innocents, but those national leaders generally
accomplish little beyond hand-wringing and buck-passing until thousands
have already died.!> Much of the violence is fueled by the escalating profits
of drug traffickers and other smugglers, whose goods are easily disguised in
the surging flows of legitimately traded goods and whose profits are readily
laundered through the vast global financial system. Other large-scale threats
to human well-being include everything from economic instability to envi-
ronmental degradation, as later chapters will show.

So far, although people are becoming more aware of the global nature of
humanity’s most urgent problems and opportunities, the responses, with
some notable exceptions, add up to unimaginative muddling through. The
thousands of international conferences, treaties, and declarations of pious
intent have (again, with some notable exceptions) done more to salve the
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conscience than to save the world.

To see the gap between rhetoric and reality, consider an example: the
globalization of disease.

Watching a child die of illness or infection used to be a common parental
experience. It still is common in the poorer half of the world, where infec-
tious and parasitic diseases remain a leading cause of death.!® But for the
rich, literate, and lucky, the prospect became a remote horror in the last half
of the twentieth century, thanks in large part to the miracle of antibiotic
drugs. Now, however, the germs are fighting back, and all too often they are
winning. That is due to the remarkable stupidity with which humanity has
been squandering its pharmaceutical treasure.

Bacteria are not defenseless against antibiotics. Any given infection may
contain some bacterial cells that are slightly resistant. If not enough of the
drug is taken to overwhelm the slightly resistant bacteria, those will sur-
vive—and reproduce, passing on their resistance to their heirs. Thus, over
time, use of antibiotics promotes the existence of resistant bacteria.!*

That may be inevitable, but the stupidity comes in the multiple ways we
are drastically, if inadvertently, speeding up the rise of resistance. All over the
world, antibiotics have been prescribed lavishly, often for diseases against
which they are entirely ineffective, such as viral illnesses. When they are used
against bacterial diseases, where they can work quite well, people often stop
taking them as soon as they feel better but before all the bacteria have been
wiped out. The very poor often cannot afford to take a full course of pills
over several days, leaving the most antibiotic-resistant bacteria lurking in
their bodies. Even worse, we have been giving vast quantities of the stuff to
healthy cattle, pigs, and chickens, to make them grow slightly faster and to
compensate for the unsanitary conditions in which they are raised, and we
have been spraying antibiotics on fruit trees to control or prevent infections.
So we are eating a steady low-level diet of antibiotics.

All this is leading to the resurgence of diseases that once seemed well
under control, even in rich countries with well-developed public health sys-
tems. New York City is contending with the emergence of strains of tuber-
culosis resistant to known treatments. Some strains of a bacterium called
Staphylococcus aureus, which frequently causes postsurgical infections, are
becoming resistant to the antibiotic vancomycin, until recently the drug of
choice; other strains are already resistant to everything else.!

At the same time that diseases thought to be under control have come
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back to haunt us, new ones are popping up. As global population increases,
humans are encroaching on new environments. That encroachment provides
opportunities for microbes to jump from animal hosts to new human ones.
This may be how acquired immunodeficiency syndrome (AIDS) arose.
And AIDS, as is well known, is becoming the most serious health threat in
recorded history. It has already killed in excess of 20 million people—more
than all the soldiers who died in the twentieth century’s vast wars and as
many as the total death toll from Europe’s Black Death in the fourteenth
century. AIDS is a peculiarly vicious epidemic, robbing societies of adults in
the prime of life. Africa has been worst hit, with as many as one-third of all
adults infected in such unfortunate countries as Botswana.!® But it is hardly
just an African problem. Already, more than 10 million people outside Africa
have been infected.!” China alone could have that many cases by 2010.'®
The third element in the global disease picture comes from the same
technological advances that have me sitting 37,000 feet over the Atlantic
Ocean as I write this. Unless humanity decides to put a stop to interna-
tional airplane travel and global shipping, the rise of new and resurgent
infectious diseases will be a global problem. Whenever previously isolated
human populations begin to interact, disease spreads as viruses and bacte-
ria find new hosts who have not developed immunity to them. Multiple
such epidemics struck in ancient Rome. Europe’s Black Death of the four-
teenth century, probably carried back from Asia by traders, killed nearly
40 percent of the population. The indigenous peoples of the Americas
endured devastating waves of disease after European contact. Such out-
breaks are the fully predictable consequence of growing contacts among
people. Although such epidemics are nothing new, modern transportation
technologies intensify the danger of the spread of virulent infectious
disease. Because people move so quickly, even fast-acting diseases can
spread before killing off their initial victims. Already today, millions travel
for business or pleasure, and even in a time when many people are cutting
back on travel plans, the number of short-term visits to other countries is
growing much faster than total population levels. Tourism now accounts
for some 10 percent of the world’s annual economic growth, with people
taking 6 billion such trips per year. By 2020, experts predict, 1.6 billion
people, from what will then be a total population of about 7.8 billion, will
travel internationally as tourists.!”
Put all this together—the lessened effectiveness of antibiotics; the emer-
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gence of previously unknown diseases for which treatments are scarce,
expensive, or simply unavailable; and modern transportation—and we have
a chilling reality. Everyone, literally everyone, is vulnerable to the threat
posed by new and resurgent diseases.

So what great global initiative has been launched to save us all from the
scourge of pestilence? Several are indeed under way. But efforts seem alarm-
ingly feeble compared with the scale of the problem.

For starters, the World Health Organization (WHO), a United Nations
agency, has undertaken several initiatives, often in partnership with private
businesses and nongovernmental organizations, from the Roll Back Malaria
campaign to the Global Alliance for Vaccines and Immunization. And WHO
is not alone. The Bill & Melinda Gates Foundation is pouring tens of millions
of dollars into vaccination programs and other health initiatives. At the urging
of the United Nations™ secretary-general, Kofi Annan, a global fund has been
established to address such big killers as AIDS, malaria, and tuberculosis. A
group of scientists in the United States has established an electronic mail net-
work called the Program to Monitor Emerging Diseases (ProMED) to facili-
tate reporting on disease outbreaks, with more than 10,000 participants in 120
countries as of 1999. Some big pharmaceutical corporations are giving some
of their products to people too poor to afford them. And the shameful neglect
of public health systems around the world is, at least, being noticed now that
such systems are seen as the first line of defense against bioterrorism.

But such efforts provide a sparse defense against the bacterial arsenal.
Tuberculosis, for example, kills 2 million people per year, and that number
is rising, not falling.?* No serious efforts are under way to stop the vast mis-
use of antibiotics. And this is nothing compared with what could happen if
some demented soul decided to give the bacteria a helping hand in the form
of biological weapons more potent and easily distributed than anthrax.

Why is there such an enormous gap between the scale of the problem and
the resources being devoted to it? One reason is that, as in most things in
life, it is the poor who suffer first, and they lack the resources and power to
do much about the problem. Rich countries have been notable tightwads
when it comes to providing assistance to poor ones to support their public
health systems. There might be a certain poetic justice in the prospect that
epidemics that break out in poor countries may come to plague the miserly
rich. But presumably most of us would prefer good health and long life,
especially for our children, over poetic justice.
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The broader problem is that it is not clear who should do what. Organi-
zations such as WHO could do more, but only if the governments that con-
trol and constitute them provide the necessary resources and marching
orders. And it is not clear that a centralized bureaucracy like that of WHO,
or of any intergovernmental organization, is the ideal mechanism for deal-
ing with highly decentralized problems such as antibiotic resistance or dis-
eases carried by travelers.

The globalization of disease is just one of the knotty transnational prob-
lems whose causes lie and whose effects are felt in more than one country.
Because the problems are transnational, their resolution lies beyond the
authority of any single national government. Environmental degradation
and microbes alike blithely ignore political boundaries—air molecules and
fish go where they choose.

Because political authority is held by national governments, there is an
increasing disjunction between the (transnational) problems to be solved
and the (mostly national) systems and procedures available to solve them.
And to the extent that transnational and multinational systems are emerging
to address transnational issues, these systems are not directly accountable to
the people whose lives they affect. No constituency elects international
organizations, multinational corporations, or nongovernmental activists.

Moreover, those new systems are often organized as though the issues on
the global agenda could be resolved separately. Reality refuses to stay neatly
confined in orderly bureaucratic and analytic boxes. Instead, the problems
interact with and exacerbate one another. Trade and environment, for exam-
ple, are becoming tightly linked, but when the two conflict, the people who
decide which takes priority understand only one. Among the protestors at the
ministerial conference of the World Trade Organization (WTO) in Seattle,
Washington, in November 1999 were environmentalists outraged by the orga-
nization’s tendency to judge trade—environment disputes solely on the basis of
trade laws. The governments that write the rules the WTO enforces fear that
allowing environmental standards to influence trade policies could lead to ever
more barriers to trade and provide a handy smoke screen behind which pro-
tectionists could hide. Environmentalists argue that “our trading system must
find ways to operate within environmental limits.”?! Such attempts to solve
complexly interacting problems across dramatically different issue areas cause
confusion for overburdened states and for the international organizations they
create.”> These outdated rules for running the world seem likely to fall short.
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But what are the alternatives? One obvious possibility would be a world
government wherein the United Nations and other international institutions
are built up to the point that they take on the whole range of functions cur-
rently served by modern national governments. This is a truly bad idea. The
prospect of world government is as undesirable as it is unrealistic. If the
world has learned only one thing from the bloody history of the twentieth
century, it is that highly centralized, top-down systems of governance are
economic and political nightmares. Although such governments are able to
mobilize populations, both the means and the ends are horrendous, making
them ultimately unsustainable even on their own terms. A single world gov-
ernment would very likely be worse than anything yet seen. No centralized
government on such a scale could be responsive to the highly diverse needs
and desires of billions of people. And even if it were desirable, world govern-
ment is politically impossible. Neither governments nor their citizens will
allow any strong centralized supranational authority to collect taxes and reg-
ulate behavior across the board in the foreseeable future. No plausible kernel
exists around which a world government with coercive powers might
develop, paranoid delusions about the United Nations” black helicopters
notwithstanding,.

A second proposition calls for reducing the need for global governance
by returning to the good old days of impermeable national borders. Some,
though certainly not all, of the anti-globalization protestors, not to men-
tion various xenophobic anti-immigrant political movements in rich coun-
tries and at least some terrorist networks, have exactly such an approach in
mind. But that would be throwing the baby out with the bathwater. As
later chapters will argue, economic integration (if handled better than it is
currently being handled) could dramatically and sustainably improve the
lives of vast numbers of people around the globe. And even after throwing
out both baby and bathwater, stepping back from globalization would still
leave us stuck in a bathtub contaminated with the dirty scum of global
environmental degradation.

A third option, much favored in some circles, would have us rely on the
“invisible hand” of the market. The invisible hand is indeed a powerful
force—but only under certain conditions.”> Not everything that is desirable
has a market, that is, people able and willing to pay. Even when a group of
people share a desire for a good or service, such as a well-educated populace
or protection from attack, individual members of the group may not find it
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rational to pay for that good or service, no matter how much they each want
it. To clean up a lake, each local homeowner must stop dumping untreated
sewage into the lake, but those who do not stop still benefit from the actions
of those who do. To provide for the national defense, citizens must pay taxes,
but those who cheat on their taxes do not go undefended. This, in social sci-
ence jargon, is the collective action problem: when there is no way to exclude
people from enjoying a good or service, people are tempted to free ride, that
is, to enjoy the benefit while letting someone else pay the cost.?* This is not
mere selfishness. It is often futile to pay up unless enough others will join in.
If only a single homeowner treats his sewage, the lake will not become
noticeably cleaner. As one leading scholar put it, “a man who tried to hold
back a flood with a pail would probably be considered more of a crank than
a saint, even by those he was trying to help.”? Because of the collective
action problem, many things that people collectively want are underpro-
vided—the market fails.

In short, world government will not work, a retreat to national borders is
impossible, and market forces cannot deal with most collective action prob-
lems. Where each of these proposals fails is in its lack of means for carrying
out the five basic steps needed to deal with problems of the collective good.
The steps are as follows:

1. There must be agreement that the problem is indeed a collective, not an
individual, matter.

2. Those concerned must negotiate about how to solve the problem and
how to divide the cost.

3. If the group (whether local, regional, national, or global) manages to
reach an agreement, it must implement this agreement.

4. The group has to check to make sure everyone is complying with the
agreement.

5. Often, the group must have some means for punishing free riding, to
deter those who might be tempted to shirk.

At the transnational level, mechanisms for all five steps are poorly devel-
oped and often ineffective. Setting the agenda of what constitutes collective
problems is always hard, even at the national level. But it is even harder in
the global arena. There may be broad agreement on the desirability of peace,
prosperity, community, and (increasingly) individual liberty, but translating
those ideals into concrete agenda items requiring action on someone’s part is
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no easy matter.2® Global problems rarely inspire a sense of crisis, even though
their long-term effects may be devastating. Unlike the clear-cut tasks
of fighting a war, the world faces a series of gradual erosions of the good
(e.g., environmental degradation) and accumulation of the bad (resurgent
disease). By the time it becomes readily apparent to all that a significant
problem has arisen, solving it may be extremely expensive, especially given
the degree to which vested interests will by then have entrenched themselves
in implacable opposition to change. And at the global level, no system exists
for forcing a ranking of issues or an allocation of resources. Priorities reflect
a hodgepodge of the interests of the most powerful states (or their most pow-
erful constituents), the whims of the media spotlight, and blind chance.
Citizens can lobby governments to act as their interlocutors, but many
governments lack the capacity—and sometimes the motivation—to serve as
effective representatives of their citizens' interests in the wide range of
transnational issues. And there is often a big problem in deciding whose
agenda a problem should be on (the United Nations? the Group of Seven
great powers? the TransAtlantic Business Dialogue?). Of course, who it is
that benefits from a decision typically depends on who makes it.

Even if the agenda-setting problem is solved, the other steps of global
collective action present formidable obstacles. Negotiation too often takes
place in cumbersome intergovernmental forums that are unable to keep
pace with fast-changing problems and that often fail to represent the inter-
ests of large numbers of people. Implementation too often depends on
explicit case-by-case reciprocity, which can easily break down, rather than
general patterns of diffuse reciprocity that keep cooperation going beyond
the inevitable snags.”” The still-resilient norm of national sovereignty can
wreak havoc with efforts at monitoring as governments resist letting out-
siders in to check on them. Enforcement across borders remains seriously
problematic because the available tools, from diplomatic persuasion to
economic sanctions to military force, are blunt, ineffective, or both.

Effective global governance requires ways to carry out the five steps
despite all these obstacles. There have been occasions on which the world
could rely on a single country to bear the whole cost and let everybody else
free ride, although in the realm of international politics such apparent altru-
ism usually has some self-interested explanation lurking beneath it. The
United States often played this role in the decades just after World War II as
part of its campaign to contain the Soviet Union, serving as a “benevolent
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hegemon” for allies and potential allies in the anti-Soviet camp. In this role,
the United States showered Europe with aid under the Marshall Plan,
brought about the reintegration of Germany and Japan, led in creating
international financial institutions such as the International Monetary Fund
to stabilize the international economy, led the charge in lowering the barri-
ers to trade, and often opened its own markets to the exports of countries
that did not fully reciprocate as a means of fostering economic rebuilding or
development.?®

There is still something of a tendency to look to the United States to
solve the world’s problems. But relying on the benevolence of hegemons is a
risky strategy. Governments, answerable only to domestic electorates, face
few incentives to act for the benefit of someone else’s constituency. The
United States, the obvious candidate for the role as the world’s dominant
economic and military power, shows few signs of willingness to bear the bur-
den of others’ free riding now that it is no longer trying to stave off the threat
of Communism. And for many global issues, there is not much even the
extraordinarily powerful United States could accomplish by itself. It cannot
unilaterally preserve the global environment or stop the global trade in drugs
and small arms. Most of the time, global problems will have to be solved
globally, not unilaterally.

Another way of providing for the collective good is tried and true: coer-
cion, making people contribute to the common good. As chapter 4 will
show, national governments can do this. Governments, at least when they
are functioning well, can make people pay taxes to support collective goods
such as police forces and armies, which in turn make it possible for govern-
ments to enforce compliance with laws and regulations (including the ones
about paying taxes). But even at the national level, governance that relies pri-
marily on coercion does not work very well. Countries such as North Korea
and Iraq are poor for a reason. And coercive power is even less likely to work
at the global level. In the absence of black helicopters, the one plausible
enforcer of a world order is the one remaining superpower, the United States.
Given its reluctance to sign on to international agreements aimed at solving
global problems or to come up with its own solutions to such global prob-
lems as climate change, the United States seems no more likely to serve as a
coercive hegemon than it is to bear the burden of the world’s free riding.

In short, providing for the collective good at the global level will require
something more imaginative than the extension or replication of national
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government power at the global level or a return to the sharply defined bor-
ders of the past. Hints are already emerging as to what that something might
be. New systems of global decision making are emerging that go beyond
cooperation between states to a much messier agglomeration of ad hoc
mechanisms for solving the many and varied transnational problems. No
one is planning this system. It is evolving, with many disparate actors who
are largely unaware of the roles of other sectors and their relationships to
other issues. The private sector and the amorphous third sector of non-
governmental organizations that are grouped under the heading of “civil
society” are becoming key figures in transnational governance, filling some
of the gaps that governments are leaving open. Increasingly, as later chapters
will show, agreements are being worked out and implemented directly
between the private sector and activist groups on issues ranging from envi-
ronmental protection to labor standards. And nongovernmental organiza-
tions are increasingly taking on the role of monitoring compliance with
international accords.

But these groups lack the democratic systems of accountability that have
so painfully evolved in the past few centuries. No one elected Amnesty Inter-
national to serve as the human rights conscience of the world, no one elected
Greenpeace to set and enforce environmental standards for multinational
corporations, and no one elected the corporations themselves. Of course,
until recently no one had elected most national governments, either. But
since there is now a clear global consensus on the desirability of democratic
rules of governance, in principle if not always in practice, surely we do not
want to create unaccountable forms of transnational governance just as we
are finally getting some momentum in the spread of democracy at the level
of national government.

This is where hard thinking is needed about what constitutes “democ-
racy” in the context of global governance. It is important not to confuse the
form with the function. Democracy requires two things: a system for provid-
ing people with a voice in the making of decisions that affect them and a
mechanism for holding representatives accountable to those whom they rep-
resent. At the national level, opportunities for voice are provided by such
mechanisms as civil society and political parties. Accountability is provided
by elections. But national elections give no say to people outside a country
who are nonetheless affected by that country’s national decisions. At a meet-
ing in Buenos Aires just before the November 2000 U.S. elections, a senior
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Argentine diplomat told me in all seriousness that he would rather have a
vote in the U.S. elections than in Argentina because Argentine citizens are at
least as affected by what the United States does as by what their own govern-
ment does. Unfortunately, it is hard to dream up mechanisms that would
enable people to vote anywhere in the world where decisions are made that
affect them.

The world badly needs to devise institutions and frameworks that can
make it possible for people affected by decisions to have a voice in those
decisions and to hold the decision makers accountable. The tools are now
available to do at a global level what the printing press helped do for national
governance—to decentralize the flow of information, enabling democracy to
emerge. The speed and scale at which decision making must now take place
has outstripped the capacity of purely electoral systems of democracy to
cope. If democracy is to survive globalization, it must attend to the free flow
of information.

The following chapters explore how to do all this. Chapter 2 introduces
the most important concept for global democracy in the twenty-first century:
transparency. If voice and accountability are to exist across borders, decision
makers must explain their actions and decisions to the broader public whose
destiny is thereby affected, and they must allow that public greater say in
those decisions. Such transparency will not automatically ensure that good
and just decisions are always made, but it is the most effective error correction
system humanity has yet devised.” It can, must, and increasingly does apply
not only to people already explicitly responsible for governance—leaders of
national governments and intergovernmental organizations such as the World
Trade Organization—but also to corporations and even the civil society
groups accustomed to seeing themselves as the watchdogs monitoring every-
body else. Changes in both technology and behavioral norms are making such
transparency-based governance increasingly feasible.

Chapter 3 examines one reason why collectivities other than nation-states
can participate in transparency-based governance—the slow but significant
changes in the way people identify themselves. After all, people are more apt
to work on behalf of a group goal if they identify themselves as part of that
group. People can now identify themselves as members of all sorts of groups,
and many types of groups now have the capacity to form cross-border net-
works that enable them to participate in making (or disrupting) global rules.
Although most of what we hear about groups these days is pretty nasty—
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ethnic or religious or nationalist groups that define themselves in opposition
to some hated “other”—there are grounds for hope that humanity can grow
up enough to get beyond these divisive definitions of group identity.

The following three chapters address the knotty questions of who can
and should do what in global governance; chapters 4, 5, and 6, respectively,
investigate the appropriate roles of national governments (and the intergov-
ernmental organizations they create), private enterprise, and civil society in
making and implementing the new rules of global governance.

The next two chapters apply all the foregoing to some of the most press-
ing issues facing the world. Chapter 7 delves into what most people think of
when they think of globalization: economic integration. Partly thanks to
new communications and information technologies and partly as a result of
deliberate government and corporate decisions, barriers to the flow of goods,
services, and money have fallen dramatically. But this facet of globalization
is a political as much as a technological process, one desperately in need of
revitalized rules and fairer ways of making those rules. Although living stan-
dards have risen for many, some of those lifted out of poverty by the forces
of economic integration have been plunged right back into it by the various
economic crises of recent years. Moreover, more than a billion people have
been left out of this globalized system all along, scrabbling for a living in a
world that is placing less and less value on their unskilled labor, and their
share of the world’s population is growing. The massive protests now
surrounding virtually every economics-related meeting of international
organizations and governments reflect a broad sense that there is something
fundamentally unfair at work in the global economy.

Chapter 8 looks at why we need new forms of global governance if we are
to take sustainability seriously. Partly because there are so many of us and
partly because a significant fraction of us live lives of unprecedented and
astonishing wastefulness, there is no part of the planet that remains unaffected
by humanity’s presence. The effects are generally not good. Although some
environmental spillovers are purely local, an increasing number, from climate
change to the catastrophic extinction of species, are matters of global concern.
And because environmental degradation results directly from economic activ-
ity, as economic policy making goes global, considerations of what were once
local environmental issues should—but do not—follow suit.

Chapter 9 pulls all the strands of the book together in a scenario that
projects how the world might evolve a better system of global governance.
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This book is based on a view of the future that is fundamentally, if nerv-
ously, optimistic. The nervousness sets in because the book does call for
significant change in the way we think about political and social organiza-
tion. Such a change in thinking and in doing needs to occur—and is
already beginning to occur—not just among politicians and corporate exec-
utives but also among ordinary citizens, who are collectively far more able
to contribute to solving transnational problems than either they or the elites
generally recognize. The optimism comes from the belief that humanity can
in fact figure out ethically acceptable ways of governing itself at the global
level. Along with the urgent threats to human well-being explored in the
coming pages are examples of innovative solutions that might prove to be
more effective mechanisms for governance than those currently in use.

Those innovative solutions often do not look much like the electoral,
representative systems that are the usual focus of works on governance.
Indeed, there is not much discussion in this book of the formal structures of
political decision making. Instead, the focus is on what can be truly new
when technology and politics combine to open up the information flood-
gates, in a time of transformation potentially as great as was the period fol-
lowing Gutenberg’s invention more than half a millennium ago.



The Global Spotlight

About 10:30 on some cloudless morning, step outside and look straight up.
You may be posing for a picture taken from 400 miles above. That is not
altogether new, given that the United States and Russia have been operating
spy satellites since the 1960s. But those were secret. Now, satellite images of
extraordinary detail and clarity are showing up regularly under newspaper
headlines and on the evening news, showing everything from secret military
installations to people’s backyards. This started in September 1999, when
Space Imaging, Inc., a private company based in the United States, launched
a satellite called Zkonos, which can detect objects on Earth as small as one
meter across from 400 miles up. Spy satellites are even better, reportedly able
to detect objects only a few centimeters in size, but Zkonos imagery is avail-
able for sale to anyone able and willing to pay.

We all know that information is power, and once high-resolution imagery
became available, it did not take long for people to see the political poten-
tial.! As soon as Space Imaging started selling Zkonos imagery, in January
2000, John Pike of the Federation of American Scientists started buying.?
Pike, an intense man with a maniacal laugh, is a public policy advocate, not
a trained imagery analyst. He bought and publicized the imagery to force
open debates on subjects that have long been the province of people with
security clearances. For the next several months, Pike bought imagery of a

19
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whole series of sensitive military installations around the world, posted them
on his organization’s World Wide Web site, and added his (often very con-
troversial) interpretations of what the imagery showed. In January, it was
North Korea’s main missile test site—DPike concluded that the infrastructure
was too primitive to constitute a serious threat, an assessment sharply at odds
with the official U.S. government view. In March, it was Pakistan’s nuclear
and missile facilities—Pike concluded that things were more threatening
than had previously been publicly revealed. In April, it was a U.S. site known
as both Area 51 and Groom Dry Lake Air Force Base, a Nevada aircraft test
site so secret that the air force only recently admitted it existed.

When Pike started doing this, much muttering was heard in the halls of
U.S. intelligence agencies, complaints that Pike lacked the expertise needed
to assess the imagery and its implications. The mutterers had a point—satel-
lite imagery is notoriously difficult to interpret.’ But Pike was not trying to
change U.S. policy on those specific issues with just a few satellite images.
He had a bigger point to make: in a democratic society, such matters should,
and now can, be the subject of informed public debate. If he wanted to stir
up debate, he succeeded. In all these cases, both the imagery and Pike’s
analyses appeared in major newspapers and on television news broadcasts.

Pike is not alone. A whole slew of nongovernmental organizations
(NGOs) now use publicly available satellite imagery and other information
to challenge long-standing government monopolies on the analysis of
national security issues. Analysts with a U.S. environmental group, the Nat-
ural Resources Defense Council (NRDC), spent three years using lkonos
imagery and a wealth of other data to determine how many nuclear war-
heads the United States actually needs to cover likely military targets in Rus-
sia and elsewhere. That exercise publicly duplicated a big chunk of what the
U.S. Strategic Command had done secretly for decades to come up with the
Single Integrated Operational Plan, better known as the SIOP (pronounced
seye-op). That puts the NRDC, and anyone else using its data, in a position
to challenge military assessments of what the United States actually needs
and, therefore, what the country can afford to negotiate away in arms con-
trol negotiations. Others have used satellite imagery to monitor the volatile
South China Sea, where multiple claims over which country has possession
of which islands regularly spark fears of conflict, and to see whether NGOs
can use the imagery to help contain the spread of nuclear weapons.®
ITkonos was just the beginning. The U.S. Department of Commerce has
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granted licenses to more than a dozen private satellite companies, two of
which are now selling high-resolution imagery. ImageSat International,
licensed in Israel (originally called, for some reason, West Indian Space and
now headquartered on Cyprus), put a high-resolution satellite in orbit in
December 2000. Several other countries, including Russia, Canada, India,
and France, already sell impressively detailed satellite imagery, and those
planning to join the bandwagon include Japan, China, and Brazil.

All these eyes in the sky are beginning to reveal a great deal of informa-
tion previously unavailable to the public. It is not as portrayed in the
movies—commercial satellites cannot pick out individual people. At best,
their imagery can sometimes show shadows. One image, posted on Pike’s
Web site, shows what appear to be shadows of individuals on a road in
Afghanistan. Space Imaging also has a scene of Egypt near the Great Sphinx
at Giza that shows a bunch of tiny black dots near what appear to be buses.
I was told that those dots are the shadows of people, presumably members
of tour groups. But I could not tell whether this is true—the dots are barely
the size of the period at the end of this sentence. You need not bother to
smile when you step outside for your celestial photo op.

What the satellites can reveal, however, is a wealth of data good enough to
enable observers to distinguish between tanks and trucks, see the path of
destruction in the wake of a tornado, determine how far floodwaters or fires
have extended, or detect likely sites of mass graves. Thus, the longer-term
effects of Zkonos and its ilk are potentially far greater than embarrassment of
governments or complication of arms control debates. These and other new
ways of gathering information provide comprehensive data available to all on
everything from the status of the environment to the location of refugees. They
provide a potential basis for shared understanding of what is happening in the
world—a critical and much-neglected first step in global-scale governance.

And such imagery is just one piece of the “information revolution,” the
whole range of technologies that have transformed the way people gather
and analyze data and communicate information.

Panopticon Plus

More than a century ago, English jurist and philosopher Jeremy Bentham
proposed a new approach to prison design to keep inmates under control.
He suggested building a prison in the shape of a tower, with a central area
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from which the guards could watch the prisoners in their cells. Each cell
would have a transparent wall facing the central area, but the walls between
cells would be opaque. Most important, the central observation deck
would be shuttered so that guards could see out but prisoners could not see
in—and thus could not know from moment to moment whether they were
under observation. Bentham called his design, intended to make prisons
more humane, the Panopticon.®

The metaphor has proved irresistible to a host of social theorists. Michel
Foucault seized on the Panopticon as a symbol of the nature of modern soci-
ety, in which people are controlled by being isolated from one another and
being made to believe they are being watched.” But it is the technologies of
the information revolution that have rendered the Panopticon a plausible
metaphor for daily life. Privacy advocates have raised the specter of a relent-
less swarm of Little Brothers watching us all from behind those central shut-
ters, putting every detail of our shopping trips and medical records in huge
databases for who knows what nefarious purposes.® And video cameras are
everywhere, noting whether we are speeding or shoplifting or merely walk-
ing down the street. But there is a different way of designing the Panopticon.

Author David Brin calls it a tale of two cities.” Imagine the following sce-
nario taking place a decade or so from now. In City A, there is a stunning
difference from most of today’s large metropolises. There is no street crime.
That is because tiny cameras peer down from every lamppost, rooftop, and
street sign, feeding their imagery right into Police Central. That also means
that any “private” meeting among citizens may well be monitored, and they
have no way of knowing whether they are under scrutiny. Panopticon Plus
indeed. City B has the cameras, too, and enjoys the same safe streets. But
here, “each and every citizen of this metropolis can use his or her wristwatch
television to call up images from any camera in town,” including the ones
inside police headquarters.'?

Brin is making an “if you can’t fight it, join it” argument about the intru-
siveness of modern information-gathering technology, asserting that loss of
privacy is technologically inevitable. He may well be wrong—Ilegal and social
restrictions could go a long way toward reducing the pressure on personal
privacy. But the fundamental principle may well be right.

The cameras are already starting to point both ways, with examples
extending well beyond the famous case of the videotaped beating of Rodney
King by police. In 1995, a California-based group called Communities for a



The Global Spotlight 23

Better Environment (CBE) got fed up with waiting for corporations and
government authorities to do something about major releases of toxic sub-
stances from oil industry facilities. The CBE was motivated particularly by a
major disaster at the Unocal refinery in Rodeo in August—September 1994,
when over the course of sixteen days, an accidental release of 125 tons of par-
ticularly nasty pollutants sickened 1,500 people. The organization and local
citizens decided to form a community air pollution patrol. They got them-
selves an optical sensor, a device that emits a beam of light (in this case,
infrared light) and measures the concentration of various gases in the beam.
That device makes it possible for this nonprofit organization to determine
for itself what concentrations of various toxic chemicals are emerging from
which facilities.!!

Such data collection technologies represent only one of the revolution-
ary information technologies that matter for governance. Surveillance sys-
tems such as cameras and optical sensors are not in themselves sources of
information. They are sources of data, raw facts that lack meaning without
context. The data have to be turned into useful information—facts placed
within a context. That is where the extraordinarily fast evolution of the
number-crunching and data management capacity of computers comes
into play. Geographic information systems (GIS), for example, can now
insert data from satellite imagery into databases containing other informa-
tion, such as a city’s property tax assessment records. Using that, city
officials—or neighbors—could see who is putting a big new addition on a
house without a permit. Computing power and memory capacity show no
signs of slowing their relentless advance. Moore’s law—that computing
power doubles about every eighteen months—seems likely to hold as true
in coming years as it has since the 1970s.!?

But what really gives the information revolution the potential to
be more than a set of mere technical advances is the ease and power of
communication. Advances in telecommunications keep connecting more
people and allowing them to share more information. This has been an
escalating evolution, from telegraph to telephone to television to fax
machines to, most recently, the Internet and the World Wide Web. Just in
the 1990s, the number of Internet hosts went from a bare handful to
nearly 20 million. Some twenty companies are planning, or already
launching, constellations of satellites that will permit wireless “roaming”
telephone connections anywhere on the planet—we will be able to take
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our phones with us and use them to call anyone (or be called by anyone)
on Earth who has access to a phone. Some will transmit data and even
video, not just voices.

The pace of technological innovation will keep escalating. In a few
years, technologies that currently seem breathtaking will appear hopelessly
archaic. Access to the Internet should be vastly speedier. Search engines are
already able to find useful information, not just enormous piles of data.
And the technology will be ubiquitous and increasingly invisible. We will
find it incorporated into not only our computers and telephones but also
our refrigerators and, say, our preschool daughter’s bracelet—with a global
positioning device connected to the Internet so that when she wanders off
in the mall, we can log on via cellular telephone and find her.

That is, we will enjoy these benefits if we live in a rich country. The gee-
whiz factor in all this needs to be tempered with recognition of the contin-
uing reality of the global digital divide. Although vast quantities of data are
newly available, most of the world is excluded from the cornucopia.
Billions of people lack access not only to the Internet and the Web but also
to newspapers, television, and books.!? Although almost all countries now
have at least one Internet service provider (ISP) somewhere within their
borders, most people outside the rich countries still have no real access.
Few can afford a personal computer. Even where computers are available,
the charges for logging on are often, ironically, higher in poor countries
than in rich ones and require a vastly higher percentage of income. In
Cameroon, for example, Internet access costs about $3 per hour, in a coun-
try where the average income for civil servants is $200 per month and the
general population gets by on just $610 per year.! The high charges in part
reflect deliberate government policy to gain revenues from what often are
still government telephone monopolies, monopolies that may provide as
much as one-fifth of total government revenues.!

Awareness of the digital divide has led to an increasing number of
initiatives aimed at expanding access to information and communications
technologies. For example, a series of big conferences have brought together
government officials and telecommunications professionals by the thou-
sands to discuss ways of developing Africa’s notoriously poor communica-
tions infrastructure.'® Such groups as World Links, Schools Online, and
World Computer Exchange are working to get computers into schools and
villages around the world."”
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But charity is probably too weak a reed on which to base the wiring of
the world. Commerce is a more likely candidate. Even though poor people
are by definition not the most lucrative market, there is money to be made.
In some cases, entrepreneurs from poor countries who have been educated
in the West are returning home to set up communications networks.
Marwan Juma, the son of a Jordanian diplomat, was educated in the United
States and now runs Jordan’s largest ISP, the National Equipment and Tech-
nical Services Company (NETS). With 4,500 accounts at the end of 1999,
NETS is minuscule by the standards of rich countries—but it represents
several thousand people who previously had no access at all.'®

Big companies show signs of interest in reaching beyond traditional mar-
kets. In March 2000, Hughes Electronics Corporation reached an agree-
ment with a private company in India to supply and deploy 50,000 com-
munity access terminals for satellite-based Internet service in more than
1,000 cities there. The intended customers are people who lack not only
home computers but also home telephone service. Located in accessible sites
such as coffechouses and restaurants, the kiosks will provide Internet access
for a per-use charge, as phone booths do for telephone service.!

The bridging of the digital divide need not involve Western companies or
entrepreneurs educated in the West, or even personal computers. Bangladesh
is getting connected by cellular telephone. The renowned Grameen Bank,
famous for its innovative strategy of providing microcredit—very small
loans—to destitute villagers to enable them to start or expand businesses, has
branched out into the communications business. Grameen Telecom follows
the same basic model as Grameen Bank. It provides a small loan to a villager
to enable her (almost always a woman) to buy a cell phone. It also buys air-
time and resells it at cost to its loan recipients. In this country with only one
phone for every 333 inhabitants, many people have never before made a
call.?® Phone access can quite directly improve people’s lives. One villager who
formerly spent five hours on a bus every two weeks to order supplies for his
brick factory now simply calls his suppliers. Farmers can find out what prices
their crops are commanding and thus eliminate the middlemen who rou-
tinely exploit them.?!

In short, although the rich countries are clearly far ahead of the poor in
benefiting from information and communications technology, it is not talk-
ing refrigerators that is politically consequential. Even if the digital divide
persists, those who lack the latest gadgets will have much more access and



26 THE COMING DEMOCRACY

better communications capability than ever before. The digital divide is a
symptom of the fundamental inequality that prevails in the world, but it is
not so grave as to eviscerate the potential for new approaches to global
governance. Even a persisting digital divide would see an enormous number
of formerly marginalized people able to monitor the activities of govern-
ments and corporations, to express their views, and to participate in a bigger
range of groups than ever before.

Governments Fight Back

Then there is the question of whether governments can or should try to con-
strain access to information, technology, or both.

Governments do have some legitimate motives for imposing controls on
the content of information flowing through digital systems, just as content
is regulated in older informational systems, from the printing press to radio
and television. On the Internet, anything that can appear in the form of
words, pictures, or sounds can be found: images of Mars, the New York
Times, conspiracy theories, pornography, wild rumors, and outright lies. No
one currently plays the role of gatekeeper to sort through the mishmash.
Garbage circulates unrestricted. Privacy is threatened by massive databases
on consumer spending, medical records, and the like.?

At the same time, the growing dependence of many economies on infor-
mation technology has created new vulnerabilities.”> Hackers can tap into
computers connected through the Internet, and they have succeeded in
diverting funds from banks, damaging medical records, and gaining access
to national security systems. So far, hackers have been primarily mischief-
makers, but computer networks are vulnerable to the actions of terrorists
and organized crime syndicates as well as deliberate attack in acts of war.
And information technology promises to facilitate money laundering and
other financial crimes through potentially untraceable electronic transfers
of money.?

For all these reasons, governments may legitimately want to shackle the
flow of information. But the truly ominous part of the information revolu-
tion, from the perspective of governments, is the political consequences it
may have. Even well-intentioned and competent government officials are
likely to have qualms about the uses, or misuses, to which political oppo-
nents may put information. And any government that performs less than
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perfectly may find informed citizens asking awkward questions and even
banding together to take independent action.

What can governments do to hang on to power? One tempting solution is
to make sure they can at least know what is being done in cyberspace by
restricting people’s ability to encrypt their communications. Encryption for-
mulas can be just complex enough to provide protection from the casual
hacker, or they can potentially be strong enough to frustrate even the code-
breakers extraordinaire at the U.S. National Security Agency. Since the early
1990s, governments and industry in developed countries, particularly the
United States, have fought over just how secret secrets should be on the Inter-
net. Electronic commerce requires the availability of systems that can protect
such financially sensitive data as credit card numbers. Global companies need
effective encryption to protect proprietary information contained in their
internal communications. Human rights organizations do not want the gov-
ernments they are monitoring to have access to their files and communica-
tions. On the other side, governments do not want criminals—or, sometimes,
political opponents—to carry on communications and financial transactions
that governments cannot monitor.

The U.S. government, concerned about such things as the increasing use
of global telecommunications on the part of organized crime syndicates,
initially imposed export controls on encryption codes; an American would
be committing a felony if a laptop computer taken overseas had a moder-
ately good encryption system. But early in 2000, the government essentially
gave up, allowing exportation of virtually any commercially available
encryption program to any country (except for the handful on the U.S.
Department of State’s terrorist list).”> It turned out to be unworkable for the
United States to conduct a unilateral export control policy on a technology
that is globally available.

Another tactic is to shut down the flow of information when it seems
especially alarming. Even well-established democratic governments are react-
ing with fear to the transparency imposed by the new technologies. The U.S.
government could have stopped Space Imaging from selling any or all of the
images John Pike published. Under a (possibly unconstitutional) policy
known as shutter control, the government has given itself the right to order
satellite operators licensed in the United States to turn off the cameras any-
time the secretary of commerce (on advice from the secretary of state, the
secretary of defense, or both) decides that “national security or international
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obligations and/or foreign policies may be compromised.”?® The govern-
ment clearly has the right to protect national security, but the protection
extended to undefined foreign policy concerns goes far beyond the usual
U.S. understanding of the appropriate role of government in controlling
access to information. Although this policy has not yet been invoked, the
government seems to have found an equally effective, more politically palat-
able alternative. During the fall 2001 war in Afghanistan, the government
signed an exclusive contract with Space Imaging (at that time the only pri-
vate satellite operator in the country) for #//imagery of the region, even in
areas where no military operations were being carried out. At a cost of less
than $2 million per month, the government’s “checkbook shutter control,”
as it was dubbed, neatly circumvented the First Amendment challenges that
might have arisen had the government invoked the regulatory kind of
shutter control.

The U.S. government is not alone in its fears of this new form of
transparency. Indias central government was sufficiently alarmed by the
possibility of Indian citizens gaining access to high-resolution imagery of
their country that it instituted a policy requiring all purchases of foreign-
supplied imagery to be made through a central agency. And both of these
countries are democracies that have been selling good-quality satellite
imagery around the world for years.

Autocracies are likely to be even more wary, and they have more options
for shutting down information flows. In countries that already have effective
political surveillance systems in place, governments can limit the number of
ISPs to what they can monitor, or they can ensure that Internet service is
provided only by companies closely tied to the government. They can
require citizens to have an identification number to get an Internet account
and then hold account holders responsible for all Internet use from that
account. They can make the use of encryption subject to criminal penalties.
In places where people are accustomed to censoring themselves, such meas-
ures could chill, if not freeze, the flow of politically sensitive information.

These things are happening. According to a report by the NGO
Reporters sans frontieres (Reporters without Borders), forty-five countries
restrict Internet access, often by requiring all subscribers to use a single ISP
Some (Iraq, North Korea, Libya) allow virtually no Internet access.”” It is
pretty easy to dismiss those refuseniks as a few scattered, pathetically poor
countries whose governments just do not understand what they are up
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against. The more interesting cases are those in which governments try to
reap the economic benefits of information technology without allowing it
to disturb their tight political control.

Singapore’s government, for example, has encouraged an especially rapid
growth in Internet access as a way of becoming a hub for regional economic
and financial transactions. Singapore’s rate of civilian Internet use—between
5 and 10 percent of the population—rivals that of the United States. Access
to and use of the Internet, however, can be monitored, given that Internet
services and telephone lines are controlled by government-owned or
government-linked companies. Moreover, the stiff legal penalties faced by
violators of Singapore’s laws against political dissent or distribution
of objectionable material further discourage efforts to use the Internet to
conduct free-ranging discussions.?® Political and religious organizations are
required to register with the government, and the nation’s three ISPs
are required to block access to some 100 sites.

At the other end of just about every scale—total population, level of
economic development, penetration of information technology—is China,
which, like Singapore, is trying both to open the information floodgates and
to control the resulting floodwaters. In January 2000, the Chinese govern-
ment issued rules requiring government approval for all content posted on
the World Wide Web. Another law adopted about the same time forbade the
use of foreign encryption software and required all users of encryption soft-
ware to register with the government.?” In October 2000, new rules forbade
“the teachings of evil cults” (presumably meaning Falun Gong), required
Internet companies to maintain records of all information posted on their
Web sites for sixty days, and stipulated that news on domestic Web sites
could come only from official sources.*

Singapore and China are not isolated examples. Russia requires ISPs to
install surveillance equipment. Burma (Myanmar) closely monitors elec-
tronic mail.®! In Vietnam, rigorous monitoring of ISPs and close regulation
of content have given the government a significant degree of control over
Internet use.*

Will all this work? Can governments succeed in channeling the flood-
waters? In the short run, some can, although they are not finding it easy.
Singapore’s restrictions work well at chilling open political discussion on
the Internet, largely because people believe they are being monitored.?’
China’s bewildering array of overlapping regulations, encouragement of
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self-censorship via threats to shut down or fine troublemaking Internet con-
tent providers, and outright physical intimidation has proven reasonably
effective, particularly at a time when citizens seem reasonably satisfied with
economic conditions.**

But over the longer term, all these governments are most likely fighting
a losing battle. Unilateral shutter control policies make little sense now that
imagery is becoming readily available from other suppliers. It is easy for
small groups to set up new Web sites quickly, leaving governments scram-
bling to keep up. With an estimated 9 million to 17 million Internet users
in China in 2000, the administrative burden of monitoring all those connec-
tions would be daunting, even for the most sophisticated police state. Even
Singapore, a rich country with a well-paid and very effective bureaucracy, is
beginning to question its ability to control all possible forums. The Singa-
pore Broadcasting Authority states that it does not monitor users’ Web site
access or e-mail or check on chat groups. Prime Minister Goh Chok Tong
recently acknowledged, “We've got to live with the Internet and I have just
got to move.”

Moreover, once connections are made, they are hard to break, even for
governments that would dearly love to do so. That helps explain why the
August 1991 coup attempt in the Soviet Union was foiled. The coup lead-
ers did what coup leaders are supposed to do—they seized control of the
press and broadcasting agencies. But they forgot about the telephone
lines.*® That allowed a range of communications to flourish both within the
country and with outsiders. Thanks to the availability of phones, both U.S.
president George H. W. Bush and British prime minister John Major were
able to call Boris Yeltsin and voice support for his opposition.”” Accounts of
Yeltsin’s defiance of the coup leaders were also faxed, e-mailed, and tele-
phoned across Russia.*®

A few years later, the Internet had spread widely enough to figure in the
failure of a different government crackdown. In late 1996, Yugoslav presi-
dent Slobodan Milosevic tried to shut down what remained of his country’s
independent media when large anti-government demonstrations were staged
in protest of his annulment of municipal elections. The Internet made it pos-
sible for his opponents to outwit him. The independent radio station B92
shifted to digital broadcasting in both Serbo-Croatian and English over
audio Internet links. The head of the radio’s Internet service, Drazen Pantic,
noted: “The irony is that the Government meant to silence us, but instead
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forced us to build a whole new technology to stay alive. The drive to close
us down has given us a tool to vastly expand our audience.”

The Boston Globe reported similar Internet involvement in the 1998 over-
throw of Indonesia’s longtime president Suharto.’ In a country of more than
17,000 islands, where the government controlled television and radio sta-
tions, dissidents used e-mail and chat rooms to share information with one
another, received updates on foreign news coverage from contacts overseas,
and flooded news groups with stories of presidential corruption. Analysts
argue over how much difference all this made—at the least, as one said, the
Internet “fast-forwarded things.”#!

The inability of governments to cut such links has powerful political
implications. Clearly, authoritarians are in for an increasingly difficult time.
Governments may retain the power to impose controls, but only at the cost
of shutting their countries off from the rest of the world. Even where they
manage to cling to power, their more daring citizens will be able to use
phones, fax machines, and e-mail to let the rest of the world know what is
going on behind increasingly porous walls.

A different challenge to unconstrained access to information comes from
the increasing worldwide control of the Internet by large corporations. Since
corporations have so much money to spend on technological development,
they may have the power to shape the new technology to their own ends.
Rather than decentralizing and democratizing production and employment,
the technology may instead aid the exploitation of labor by isolating work-
ers and by facilitating technological monitoring of employees.*? And it could
conceivably enable the corporations that control a few dominant portals to
select which voices are widely heard.

This is not impossible, but it is implausible that corporate control of
information will be more restrictive in the Internet age than it was in the
days of only a few television channels (in most countries, government-run)
and one- or two-newspaper towns. The new technologies are more likely to
diffuse information widely and to allow a multitude of voices to be heard
than were the older media. This poses a threat to any organization that is vul-
nerable to public sanction. Like governments, corporations are being forced
to respond to information outside their control that seeks to influence their
practices and policies.

Nonetheless, neither governments nor corporations will lose control
completely. Anything that can be seen by satellite may be known—but many
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things cannot be seen by satellite. Government, corporate, and other net-
works may be zapping huge quantities of information via the Internet, but
much will be encrypted, and the ongoing race between encrypters and code-
breakers may at any given moment favor the encrypters. Furthermore, there
is a basic asymmetry that technology alone cannot overcome. People inside
an organization—government, corporation, crime ring, whatever—always
know more about the organization’s activities and plans than those outside.
Overcoming that asymmetry requires something more than technology. It
requires a normative standard. And here, there has been only one plausible
proposal to date: an idea called transparency.

Transparency

Advocates of well-established norms such as corporate privacy and national
sovereignty want to hide information from prying eyes, whereas promoters
of transparency tout it as the solution to everything from international
financial crises to arms races and street crime.*> Transparency means deliber-
ately revealing one’s actions so that outsiders can scrutinize them. This ele-
ment of volition makes the growing acceptance of transparency much more
than a resigned surrender to the technologically facilitated intrusiveness of
the information age. It is a choice, a potential standard for the way powerful
institutions ought to behave.

It is an open question whether such a standard will take root and function
effectively. This will be the great political experiment of the information age.
But historical cases can give us an early read as to the likelihood of success.

The norm of transparency has spread widely in a field where it seems most
unlikely: military security. The world’s major military powers, and many of
the minor ones, have enmeshed themselves in a web of agreements to disclose
an astonishing level of detail about their military capabilities and practices. By
the end of the cold war, members of both the North Atlantic Treaty Organi-
zation (NATO) and the Warsaw Pact took for granted the need to open their
territories to highly intrusive inspections by the other side. In a series of arms
control treaties negotiated in the 1980s, the two sides agreed to allow each
other to inspect missile facilities, to host each other’s monitoring personnel
for years at a stretch, to allow each other’s airplanes to overfly their territory
to check for any untoward goings-on, to exchange information about military
budgets, and to permit random inspections on short notice.
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In the 1990s, that acceptance of transparency spread to much of the rest
of the world. By the end of the decade, 170 countries had signed on to a
treaty banning chemical weapons. This treaty imposes an impressive
number of disclosure requirements, not only on governments but also on
the chemical industry. This is necessary because the same chemicals that
revolutionized agriculture and medicine during the twentieth century can
be used to make chemical weapons. Because these substances are so wide-
spread and so thoroughly integrated into the fabric of the international
economy, with a few exceptions they cannot simply be banned. Instead, the
verification net must be cast both wide and deep, covering an enormous
range of chemicals and imposing stringent requirements to ensure that the
chemicals are properly used. These verification requirements include rou-
tine and very-short-notice surprise inspections of a vast array of often pri-
vately owned chemical facilities. By the end of the 1990s, the Organization
for the Prohibition of Chemical Weapons, established by the terms of the
Chemical Weapons Convention to carry out implementation, had carried
out more than 500 such inspections in some thirty countries.

Given the newness of the idea that giving potential adversaries such
detailed information is a good thing, rather than an act of treason, it is not
surprising that compliance with all these requirements for disclosure is
mixed. Some countries have yet to file even the mandatory initial declara-
tions of which facilities in their territories produce or use certain chemicals.
Yet others display a surprising degree of openness. In 1996, the U.S. Depart-
ment of Defense not only disclosed information required by the treaty but
also declassified a multitude of details about the U.S. chemical weapons
stockpile.* Great Britain makes all its declarations publicly available.*> In
July 1997, India, after years of denying that it had any weapons of mass
destruction, openly declared its possession of stocks of chemical weapons,
even though Pakistan had not yet ratified the treaty and even though India’s
chemical weapons program had not been publicly revealed.

Transparency has emerged in other issue areas as well. In politics, “free-
dom of information” laws, which require government bureaucracies to pro-
vide information to citizens, are becoming something of a fad. In the 1990s,
some thirty countries adopted laws, regulations, or constitutional provisions
to increase the flow of government information, and many others are debat-
ing whether to do so.%® Many of the laws have serious flaws or are not fully
implemented, but it is remarkable that so many countries have them at all.
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In the economic and environmental arenas, as later chapters will show,
the trend toward greater transparency has gone even further. Rather than
merely facilitating mechanisms of governance such as intergovernmental
arms control agreements or cleaner national government, economic and
environmental transparency measures have been conceived as direct mecha-
nisms of governance in and of themselves. And there have been successes in
this regard. The public release of information about which corporations are
polluting has helped push many to cut wasteful emissions. Availability of
information about the state of national economies or individual companies
is increasingly required for those countries or companies to attract foreign
investment. Corporations that refuse to disclose detailed information about
their labor practices find that secrecy leads to a presumption of guilt in the
court of public opinion.

The pace of change is remarkable. In the mid-twentieth century, few
countries routinely released information about their economies. Indeed,
many treated such information as state secrets. Now, scores of countries post
the details on international Web sites. Then, the argument that countries
should routinely open their most sensitive military facilities and plans to
outside scrutiny would have seemed laughable. Now, it is standard practice
for most major military powers. Then, only Sweden and Finland had laws
requiring government officials to provide information to citizens on
demand. Now, some forty countries do, and the number is growing rapidly.

Transparency is becoming the norm. Coupled with information technol-
ogy, it creates an explosive combination, one that could change the nature of
governance as drastically as the print revolution did half a millennium ago.
Where information technology, globalization, and democratization con-
verge, we may be seeing the emergence of a dynamic new alternative to the
coercive power of states: regulation by revelation.

Governments generally solve problems by telling people what to do.
Polluters, for example, are told to reduce pollution. Since pollution can be
hard to measure directly, regulators sometimes require that companies use
specific manufacturing technologies known to be less polluting than those
the companies would otherwise use, rather than leaving it up to the com-
pany to figure out how to meet specific targets for reducing emissions. At the
international level, many efforts to regulate behavior consist of a few major
powers telling everyone else what to do. The United States in particular plays
this role, from nonproliferation to trade to human rights, imposing economic
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sanctions at an unprecedented rate on countries that fail to comply with
standards of behavior set somewhere in the U.S. government.

Regulation by revelation is a very different approach to governance. No
government need tell corporations, or other governments, exactly what they
must do or cannot do. Instead, governments and corporations are required
simply to own up publicly to whatever it is they are doing in the expectation
that such a requirement will cause them to alter undesirable behavior. That
public admission often brings about big changes in behavior.

Will Transparency Endure?

Much of this books argument for new approaches to global governance
depends on continued growth in availability of information. Earlier sections
explored whether governments might prove able to reimpose centralized con-
trols over information technology, concluding that it is unlikely. That leaves
the question of whether the trend toward greater transparency—voluntary
disclosure—will last. What is driving the trend toward transparency?

Obviously, as already suggested, technology itself is part of the answer. It
is a matter of simple economics. If information becomes cheaper and easier
to supply, supply goes up. But technology merely enables transparency.
There is much more to the story.

The spread of democratic norms is fostering the belief that powerful
entities, such as states and corporations, should account for their behavior.
A fundamental tenet of democracy s, after all, consent of the governed, and
consent is meaningless unless it is informed. The essence of democracy,
indeed, is not elections. Elections are merely a means to an end, and
that end is accountability. Globalization itself is spreading the demand for
transparency. Now the consent must come from ever wider groups. As glob-
alization shrinks the world, governments and corporations find themselves
under intense pressure to divulge secrets about activities ranging from
military security to environmental emissions. And thanks to the rise of civil
society around the world, more and more groups are demanding a say in
what used to be other people’s business. None of these trends is likely to
dissipate anytime soon.

But information flows are not the same as transparency. Even if voluntary
disclosures escalate, they might not affect governance. One concern is the
“fire hose effect” the possibility that so much information will pour out that
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capturing and using it becomes impossible. Already, most people with the
education and leisure to read this book are glutted with information. It is
conceivable that the amount and diversity of information being transmitted
will overwhelm everyone.?’

But, as David Brin points out, such data smog is not inevitable:

There is a good chance that the problem would be solved by
the development of new software agents, sophisticated
autonomous servant programs designed to cull and search
through the morass, adroitly sifting the information byways
with our needs foremost in mind, clearing away dross and
eventually restoring clarity to cyberspace, the way the air of
Los Angeles is gradually becoming breathable once again.*®

Our forebears adapted to the glut of information made possible by the
print revolution by developing systems of checks by editors and publishers,
attributing greater credence to some publications than to others on the basis
of their reputations for credibility and accuracy. For transparency to work,
we will have to create systems for winnowing through the chaff.

Resistance to Transparency

Governments and corporations are not uniformly persuaded by the idea that
they should open themselves to scrutiny. Transparency’s popularity is
inversely proportional to its distance. Everyone thinks it is a good idea to
subject the behavior of others to intense public scrutiny. Few wish to be sub-
jected to it themselves. To governments or corporations that are just doing
what they have always done, the expectation that they should now report on
their activities to outsiders can seem like an affront or an inconvenience, if
not an outright threat. Government bureaucrats struggle to keep up with the
endless reporting requirements of international environmental, human
rights, and financial institutions. Corporations find themselves besieged by
demands for information about their environmental and labor practices, not
only from governments but also increasingly from NGOs, which may be
based in distant parts of the world. International organizations such as the
World Bank and the International Monetary Fund face growing pressure to
open up their decision-making processes to public review. All find the bright
light of scrutiny at best uncomfortable, at worst paralyzing. Many states,
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corporations, and organizations have instead retreated behind more traditional
norms of privacy or sovereignty, insisting that although calls for transparency
are all well and good, #bey should not be required to hew to its demands.

The forces of resistance got a big boost on September 11, 2001. Trans-
parency’s traditional proponent, the United States, began backpedaling furi-
ously. Most notable has been the newly popular practice of “scrubbing” Web
sites—removing information that someone believes might aid terrorists in
planning attacks. Ironically, the Project on Government Secrecy of the Feder-
ation of American Scientists, one of the leading NGO proponents of govern-
ment transparency, removed information from its own Web site—primarily
concerning the location of secure intelligence facilities—on the grounds that
such information was not publicly available elsewhere.” Other scrubs raised
more serious concerns about the appropriate balance between protecting
legitimate secrets and ensuring that citizens have the information necessary to
protect themselves.

The U.S. Environmental Protection Agency (EPA), for example,
removed a database with information about chemicals used at 15,000
industrial sites in the United States.’® The database was the result of a con-
gressional requirement established after the disastrous 1984 chemical leak
at the Union Carbide plant in Bhopal, India, that companies submit infor-
mation about the potential for toxic waste spills so that local emergency
services and residents could make appropriate plans to deal with worst-case
scenarios.’! But after September 11, the EPA apparently decided that the
danger of giving terrorists ready access to such information outweighed cit-
izens right to know whether their children’s day care centers are located
next to potentially dangerous chemical sites.

Other government agencies, including many at the state level, pursued
a similar course of action. The U.S. Nuclear Regulatory Commission tem-
porarily closed down its Web site altogether; when the site reopened, it con-
tained only “select content.” The Internal Revenue Service prohibited
unescorted public access to the reading rooms the United States Congress
required it to establish, ostensibly out of concern for employee safety. The
state of Pennsylvania removed some environmental information from its
Web site, and the state of Florida blocked public access to information about
crop dusters.”

This backlash may not make much difference. It is confined almost
entirely to the United States. And it is proving difficult even in the United



38 THE COMING DEMOCRACY

States to impose retroactive controls on information that used to be public.
As a news article about the scrubs pointed out a couple of months after the
attacks, “on the World Wide Web, almost nothing truly dies.” Search
engines keep their indexes up to date by using small computer programs
called “bots” to monitor the Web, and the nonprofit Internet Archive’s bots
have enabled that archive to store perhaps 10 billion Web pages. Steven
Aftergood, head of the Federation of American Scientists’ project on govern-
ment secrecy, belatedly discovered that his well-intentioned scrub of his
organization’s Web site provided little protection from the misuse of infor-
mation—bots had copied the relevant photographs to other sites.

The Dark Side

Part of the reason the administration of President George W. Bush and those
of other governments are able to put the clamps on such information is that
transparency is not always good. If people do not agree on what constitutes
good or bad behavior by a government or corporation, revealing that behav-
ior may just spark conflicts over competing views of the public good. Some
institutional secrets are legitimately worth protecting—there is no inherent
right for one corporation to know its rival’s trade secrets, and military
disclosure can allow adversaries to find weaknesses and locate targets. Mis-
interpretation, accidental or deliberate, can transform disclosure from an
opportunity for public accountability to an exercise in scapegoating.

Even where transparency would in principle be good, it may not work.
Nobel Prize-winning economist Amartya Sen has pointed out that trans-
parency prevents famines—there are no famines in countries with a reason-
ably free press.># But it does not seem to do much good in combating chronic
malnutrition, which exists even in the richest and most open countries,
including the United States.

From Knowing to Doing

Even if all disincentives to transparency are overcome, this new governance
tool will not by itself lead to the rosy scenario of chapter 1. Transparency by
itself will accomplish nothing at all. People have to interpret and act on the
information revealed. As it happens, that is getting easier.
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Information and communications technologies are making it ever easier
for new groups to form and maintain bonds, even across boundaries, and to
act as collective entities. This change is altering the nature of social organi-
zations in a transformation as fundamental as the emergence of hierarchical
governments or competitive markets.”> Dispersed groups can readily share
information and coordinate their efforts. These networks can be ephemeral
and yet effective as parts of different organizations come together as needed
in cyberspace. And these cross-border networks, whether ephemeral or long-
lasting, are the channels through which data might be transformed into
global collective action.

Such networked coalitions are not just a product of the computer revo-
lution. Western societies have been organizing effective ephemeral coalitions
in substantial numbers since the 1960s. Lacking a large permanent base of
grassroots activists, these movements compensate, as scholar Sidney Tarrow
points out, “‘by assembling concentrated numbers at strategic places and
times. . . . The antiwar coalitions of the late 1960s, the pro-abortion move-
ments and the peace movement of the 1980s developed this technique of
collaboration to a high level—in some cases forming quasi-permanent peak
organizations to coordinate their efforts.”>

What is new since the 1980s is the degree to which networks have been
empowered by technology. That technology has made it far easier for new
groups to coalesce and carry out collective action, and it removes any geo-
graphic constraint on their interaction. It enables diffuse groups united by
shared principles or interests (rather than geography) to begin to carry out
international policy making on a wide range of transnational issues, as is
already evident in such fields as the environment, arms control, human
rights, and, increasingly, economics.

Like transparency, the new capacity for networking has a dark side. The
capacity to network globally benefits not only principled advocacy groups
but anyone with an agenda to pursue, including, as is now all too clear, ter-
rorists and members of organized crime syndicates. By drastically reducing
the costs of communicating and organizing, the information revolution may
lead to an excess of civil society: too many competing interest groups with
little common space. Moreover, it can allow extremist groups, such as white
supremacists and skinheads, to grow to critical mass in cyberspace and rein-
force one another rather than be contained through local ostracism.
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Making It Work

For good or for ill, the global spotlight is on. But there are reasons to believe
it might lead to a more open, transparent system of global governance. First,
the broad trend toward greater democracy brings with it a normative shift.
When governments are seen as entities whose purpose is to serve the public
interest, government efforts to keep secrets from the public face a higher
standard of justification. Second, in issues from security to economics to the
environment, as later chapters will show, many parts of the world have
enjoyed much success in using disclosure to serve broad public interests, cre-
ating powerful models.

This approach to global governance will require that a broad range of
people around the world become sophisticated consumers and analysts of
information. It will also require that more people see themselves as having
a stake in things that happen far away and act on what they see. Whether
such visionary action is likely to become widespread depends on what kinds
of connections people can and will form across borders—the subject of the
next chapter.



The Global We

There was a man who died and was being taken to heaven by angels.
Although he was happy to be going up, he was curious about what happened
in hell, so the angels agreed to swing by hell on the way. They took him to a
place where there was a great bowl, as big as a lake, from which emanated
the tantalizing smell of a delicious, nutritious stew. Surrounding the bow!
were hordes of people, emaciated, starving, miserable people, each holding an
enormous spoon with a ten-foor handle, long enough to reach into the bowl.
The trouble was that although they could scoop the stew into the spoon, they
could not get it into their mouths because the handles were so long.

Then the angels flew the man up to heaven. 1o his great surprise, it
looked much like hell—the same vast bowl, the same enticing aroma, the
same enormous spoons. But all the people in heaven looked well-fed, happy,
and content. Perplexed, the man watched to see what made heaven so much
happier a place than hell. It didn’t take long. In heaven, as in hell, no one
could feed himself. But in heaven, people were feeding each other.

Short of paradise, people still manage to help one another out, even unre-
lated people, sometimes even total strangers. Why they do so can be some-
thing of a mystery. Religions teach that brotherly love is the motivation, as
in the popular religious parable recounted above. Social scientists look more
cynically toward explanations based on reciprocity—I will hold your spoon

41
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if you will hold mine. Both types of explanations are on to something impor-
tant to the prospects for global governance.

We are a highly social species, strongly predisposed to belong to a group
and contribute to its success. That desire is visible in everything from
group action at its worst in al Qaeda or the former Yugoslavia to collective
action at its best in the form of local community solidarity or transnational
principled advocacy groups. Unlike solitary beings such as tigers, which in the
wild do quite nicely while rarely seeing another of their kind, humans have to
rely on other humans for protection, not least from one another. We thus
evolved to live collectively rather than individually. That ability to cooperate
(combined with our substantial brainpower) put men on the moon, allows
symphony orchestras to perform, and enables groups of humans to kill other
groups of humans on a scale no other species can approach.

In behavioral scientist Abraham Maslow’s famous hierarchy of human
needs, the need for belonging to a group comes right after satisfaction of the
essential physical requirements of life and security.! It is easy to understand
why belonging to a group may be beneficial—through such memberships,
individuals gain the benefits of the group’s solution to collective action prob-
lems. But very often, people are not driven to join or to act on behalf of
groups by calm reflection about what serves their individual rational self-
interest. Instead, they often seem to reverse the order: people find, or inherit,
a group identity, and their strong sense of group loyalty motivates them to
adopt the group’s goals and interests as their own. One striking example lies
in the infamous gangs of America’s inner cities: young men and, increasingly,
young women consign themselves to violent and often short lives in
exchange for strong connections to the only significant group available. For
reasons rooted deep in human evolution, belonging to a group feels good,
right, and necessary.

In humanity’s tribal past, it was easy for people to know which group
they belonged to. They would interact solely with the same few dozen peo-
ple, mostly relatives, throughout their lives. Now, however, we must con-
struct identities within communities that in the larger countries may num-
ber hundreds of millions and that on global issues involve billions. All
groups beyond small kin groups are social constructions to some extent,
“imagined communities” in Benedict Anderson’s evocative phrase.? In such
communities, people who are not related and often do not know one
another nonetheless assume they share an identity. These collectivities mat-
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ter, and are able to act coherently, because the people inside and outside
them act as though they matter. The power of the collective identity is so
great that individuals shape their behavior and expectations according to
their belief that they have somerhingin common with people whom they will
never meet.

Over the past few centuries, the most obvious form of group identity
came from nation-states. Analysts of international relations treated group
identity as a given rather than a question, looking at states—legally recog-
nized countries—as the source of identity and assuming that people identi-
fied themselves primarily as citizens of the country where they lived. For a
period after World War II, the equation of group identification with coun-
try seemed to work. As more and more former colonies became independ-
ent, it was thought, modernization would ensure that these new countries
would overcome internal divisions to create workable civic identities. The
new countries would follow the Western path of economic and political
development, ending up with stable polities—political organizations—able
to address internal problems and to serve as constructive members of the
international community.

But in many places, that has not happened. Identity is in flux as major
changes are occurring in the way people distribute their loyalties and the way
they identify themselves. Nobody really has a clue what information tech-
nology will do to identity, but we are already seeing new connections made
via the World Wide Web and electronic mail among people who used to be
separated by distance. As the world undergoes simultaneous trends toward
globalization, based on economic and technological forces, and on new divi-
sions that draw ever sharper distinctions based primarily on ethnicity and
religion, old certainties about identity are disappearing.

That leaves us all wondering: Who belongs to what groups? Who legiti-
mately has a say in which groups’ decisions? And, most important for the
global governance debate, is it possible for there to be a group that encom-
passes the entire species?

Human Nature

Let us take a brief detour into history—prehistory, actually, via a new field
of study that roots the human need for group identity in millions of years of
evolution. The field of evolutionary psychology points out that the human
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mind, like the human body, evolved to serve certain functions: to deal with
the plants, the animals, and, especially, the other people in the ancestral
environment.? Natural selection shaped the human mind just as it shaped
the body, over a very long period creating entities with the full range of
mental abilities and physiological responses we perceive as emotions. Minds
with characteristics that made them relatively more successful in getting
genes into the next generation became, by definition, more widespread than
those with less success. Much of what we experience as emotion may actu-
ally be our genes” grab bag of tricks to get us to do the things that get them
passed on via reproduction—falling in love; sticking around to raise the
kids; ensuring our own survival long enough to reproduce. Two key causes
of group identity figure prominently among those tricks: kin selection and
status seeking.

KIN SELECTION

Genes succeed if they reproduce themselves, and it does not matter to the
genes what happens to any particular host. Since my siblings share half my
genes, my genes do as well when I help siblings as when I help myself. My
genes can also do well if I help a number of cousins, who on average share
one-eighth of my genes. So it makes sense that we have evolved to promote
the well-being of those we identify as close kin. Such kin selection may be
the basis of the human propensity for self-sacrifice on behalf of the group.
But of course people do not size up a dangerous situation, calculate which
members of a threatened group share what percentage of their genes, and
then risk life and limb to rescue only those who pass the genetic cutoff.
Instead, we are emotionally equipped to sacrifice our own well-being for
those we have identified as part of our group—who in the ancestral environ-
ment would have been our local tribe, most of whom would have been close

relatives.*

STATUS SEEKING

High status has great reproductive rewards, especially for a male: it increases
the chance that a female (or her family) will choose him as a mate, and in
polygamous societies it raises the likelihood of having multiple wives. More-
over, for both males and females, high status helps to ensure access to
resources, such as food. In the modern world, so very different from the
ancestral environment, what constitutes status can vary wildly between or
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even within cultures, ranging from wealth to athletic prowess to high polit-
ical position to artistic achievement. But no matter what guideposts exist to
measure status, all human societies have some degree of hierarchy. Even
small transient groups quickly develop hierarchies, as any group of school-
children demonstrates.

Status seeking would seem at first glance to involve the opposite of col-
lective action. Since status is inherently relative, status seeking is a zero-sum
game—if I win, you lose. But it is not necessarily an individual game. Coali-
tions of individuals can and often do work together to raise their status col-
lectively vis-a-vis another group even in a state of nature, as research on the
social organization of primates has shown.” And status seeking need not
entail taking on other people in direct opposition. Symphony orchestras and
teams of researchers can acquire high status through their works without ever
“defeating” others directly. Either way, the sense of collective glory is a pow-
erful source of social cohesion.

Thus, evolution has primed us for “groupness,” making it at least plausi-
ble that a group of souls confronted with that tricky celestial soup kitchen
would figure out a cooperative response. But let us complicate that scenario
a bit by adding a chilling dose of realism. Let us say that around that big
soup pot was a limited supply of saltines—not exactly the food of the gods,
but enough to stave off starvation. Would people still risk taking the time
and effort to feed someone else the good stuff, at the risk of missing out on
even the chance to fill up with crackers?

For a group to cohere, to reap the full benefits of collective action, its
members must trust one another to ignore the crackers and concentrate on
the soup. What accounts for such trust? The simplest explanation is recipro-
cal altruism.® Friends engage in reciprocal altruism: I help you in the (often
unconscious) expectation that you will help me. I do not think about con-
tributing in those terms—I help you because you are my friend and I feel
affection for you. If, over time, you repeatedly fail to reciprocate, at the very
least I will stop helping you and stop feeling affection for you. More likely,
I will not just stop helping you; I will get mad at you and express my out-
rage far and wide so that everyone around knows you cannot be trusted to
reciprocate altruism. Such angry punishment of nonreciprocators seems just
and natural to us because the genetic complexes that produce such senti-
ments are the ones that succeeded in getting reproduced—their hosts were
not people to mess with.
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These feelings of affection, anger, and outrage are the products of natu-
ral selection: the way evolution solved the collective action problem in the
ancestral environment. As in all discussions of the evolutionary basis of
human behavior, it is important to keep emphasizing that what we are talk-
ing about is propensities. Human behavior is enormously variable, not
rigidly determined by genetics. Obviously, many people are never willing to
sacrifice much of anything for anyone else. But such sacrifice on behalf of a
group does happen quite often, particularly at the much less intense levels at
which individuals provide money or resources for group goals rather than
individual ones, and that self-sacrifice requires explanation. We are able to
act altruistically, even if some individual members of the species rarely do.

Evolutionary psychology is a field very much in development. The
account given here is a much-simplified overview of a few key ideas in a rich
field. At its current stage, the field certainly does not explain everything
about human nature, and it will never explain everything about human
behavior. Evolution has merely provided us with certain very broad predis-
positions.” Much of what people actually do stems from culture and cogni-
tion. Even the feelings with which evolution has equipped us can serve
broader ends than those of our selfish genes.® There is no obvious evolution-
ary advantage to the willingness many people have to care for elderly par-
ents even when they become a burden and require resources that could oth-
erwise be invested in the grandchildren. The human striving for meaning
and purpose in life, the ability to experience the transcendent—indeed,
much of what is most admirable in the species—would seem to have had lit-
tle obvious utility in the ancestral environment. Such traits may simply be
the lucky by-product of the evolution of brains that could thrive there—or
they may reflect something deeper, something beyond the explanatory
power of evolutionary psychology.” But understanding those broad predis-
positions helps us understand how likely people are to form groups that can
stretch across political, linguistic, and cultural boundaries in pursuit of
common ends.

The Consequences of “Human Nature”

Thanks to our evolutionary history as tribal rather than solitary creatures,
humans are predisposed to cooperate within groups. Those emotions of
affection, loyalty, and group pride can provide a powerful cement, helping
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to ensure that altruism is regularly reciprocated. And reciprocal altruism is
the basis of social trust—the pervasive confidence among members of a
group that other members will more often contribute than free ride. This
social trust is in turn the basis of what scholars call social capital. Renowned
social scientist Robert Putnam describes it as follows:

By analogy with notions of physical capital and human
capital—tools and training that enhance individual productiv-
ity—"social capital” refers to features of social organization such
as networks, norms, and social trust that facilitate coordination
and cooperation for mutual benefit. For a variety of reasons, life
is easier in a community blessed with a substantial stock of
social capital. In the first place, networks of civic engagement
foster sturdy norms of generalized reciprocity and encourage the
emergence of social trust. Such networks facilitate coordination
and communication, amplify reputations, and #hus allow dilem-
mas of collective action to be resolved [emphasis added]. When
economic and political negotiation is embedded in dense net-
works of social interaction, incentives for opportunism are
reduced. . . . Finally, dense networks of interaction probably
broaden the participants’ sense of self, developing the “I” into
the “we.”10

All this works readily on a small scale, where everyone interacts directly
with everyone else. But for several hundred years, people have lived in com-
munities too large for everyone to know one another; hence the importance
of reputation. Even if you do not know me, you know somebody who does.
Reputation is an effective mechanism for midsize groups. Once the chains
get too long, however, the cement weakens. There is no absolute cutoff, but
clearly the six degrees of separation that allegedly connect every person on
the planet to every other is a few degrees too many.

So how do we develop social capital at a larger scale? One classic means
is to define a community in opposition to other groups. It seems easy for
most of us to see “our” group as superior and “them” as worthy of con-
tempt.!! “We” can be trusted to reciprocate cooperation among ourselves,
but “they” cannot be trusted to reciprocate with us, since we do not know
them. “We” can jointly achieve status, whereas “their” achievement of status
pushes us lower down the hierarchy. And, most damning of all, “they” are
clearly not our kin, not our family, not familiar.
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Almost any basis for group identity, from nationalism to religion to prin-
cipled social causes, can degenerate into us-versus-them hostility. Samuel
Huntington’s famous clash-of-civilizations thesis is based on a resounding
assertion that group identity is inherently adversarial. People are groping for
identities, and the dividing lines matter because those on opposite sides will
hate each other, he claims: “For people seeking identity and reinventing eth-
nicity, enemies are essential.”!?

Not necessarily. Identity formation may require drawing distinctions—we
are X and you are not—but it does not always require hatred and enmity.
Although perceiving a common enemy is one effective means of cementing
group ties, it is hardly the only one. Groups can bond in response to any kind
of perceived danger, whether from war or flood or the spread of contagious dis-
ease. They can form in response to simple proximity: college fraternities and
sororities, neighborhood communities. They can emerge from all sorts of
social or professional interactions that over time lead to shared trust. And they
can grow out of some rather peculiar shared experiences. Some of the people
whose transatlantic flights were diverted to Canada on September 11, 2001,
apparently formed close ties in the several days they spent together as involun-
tary guests of various Canadian communities—close enough that within a few
months they were planning reunions."?

For all the attention that has understandably been focused on the dangers
posed by intergroup hostilities, human history actually demonstrates a pow-
erful trend toward larger, more inclusive groups. Robert Wright, in his fasci-
nating book modestly titled Non-Zero: The Logic of Human Destiny, points
out that the story of human history has been one long expansion in the size
and complexity of human groups. Groups that can deal successfully with
collective action situations have an enormous advantage over groups that fail
to do so. The advantage is so great that a kind of “survival of the fittest” sets
in, and the failures get swallowed up by those that succeed. That is why poli-
ties have grown bigger and more tightly integrated from the dawn of history
right into the twenty-first century. There is nothing mystical about this. It is
simply that social mechanisms that get big groups to engage in widespread
reciprocal altruism (even when the reciprocity is quite diffuse) create soci-
eties that are stronger and longer-lasting than their alternatives.

In fact, the emotional proclivity for cooperation may be just as strong as
the propensity to demonize the “other.” As philosopher Richard Rorty
points out, people have to play a psychological game with themselves to
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indulge in such nastiness. In playing this deadly game, members of one
group assign less-than-human status to the other group:

[Those who equate human with people like us] all think that
the line between the humans and the animals is not simply the
line between the featherless bipeds and the rest. Rather, this
line divides some featherless bipeds from others: there are ani-
mals walking about in humanoid form. We and those like us
are paradigm cases of humanity, but those too different from

us in behavior or custom are, at best, borderline cases.

There is nothing inevitable in such divisions. We may have evolved to hate
on occasion, but we also evolved to love and to cooperate. We evolved with
such a wide range of potential that we can re-create ourselves in any way we
can imagine. Some groups get along peacefully for decades and then suddenly
tear each other to pieces, as happened in Yugoslavia in the 1990s."> But in
Europe as a whole, in the second half of the twentieth century, nations that
had endured centuries of violent hostility came together to begin creating a
new political and economic union. Definitions of who is included in the
in-group and rationales for despising the out-group vary over time, and not
every group’s identity is dependent on the existence of an out-group.

The emerging global culture is now at a crossroads as to what kinds of
group identity will dominate in the future. Will ties be based primarily on
proximity, consanguinity, or shared interests? All are possible, although just
what proximity will mean to those tied in to the information revolution is
hard to predict. Calls for ethnic division and religious hatred seem always to
find followers, yet at the same time growing numbers of people are deeply
involved in pursuing principled causes around the world, broadening the
scope of the moral community far beyond local tribes and national borders.

The starting point for understanding what kinds of group identity are
likely to matter in the future is the present. And at present, the dominant
form of group identity is national.

Nationalism

Nationalism is a very specific concept of group identity based on the idea
that one’s emotional identity (beyond the family) lies with the nation and
that the nation should be congruent with the political unit that makes the
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rules, called the state.!® That is why political scientists talk about nation-
states instead of countries. International law and most thinking about inter-
national politics has taken for granted the idea that people’s primary identity
is their nationality. The idea of the nation-state has become so well
entrenched that it appears to be the natural order of things.

It is not. Despite its current ubiquity, nationalism in the sense of a pri-
mary emotional identity matched up to citizenship in the place whose laws
bind you turns out to be recent in its articulation and, say most scholars,
in its existence.'” Two or three centuries ago, if you had asked most people
living in France or Russia who they were, the chances are that few would
have described themselves as French or Russian. The answer would more
likely have reflected a religious or local identity. Indeed, the French
“nation” was still a collection of various ethnic and other groups within the
borders of France as late as the 1850s.'® Only by the end of the nineteenth
century did most people within the borders of France perceive themselves
as common members of a French nation. And France was not unusual.
National myths and practices are relatively recent in most parts of the
world and are often deliberately constructed by elites.!? In other words, as
scholar David Laitin puts it, nations “are not ‘out there’ to be counted;
they are a function of social, political, and economic processes,” most of
which have occurred fairly recently.?’ Despite widespread use of the mis-
nomer nation-state, almost no state is made up of a single nation in the
ethnic sense.?!

How and why did this happen? There are many possible explana-
tions,?” but a particularly compelling one comes from Benedict Anderson,
who attributes the rise of nationalism in part to our old friend the print-
ing press. He argues that nationalism arose first in the Americas in the
series of revolutionary wars waged in the New World between 1776 and
1825. The American Revolution in the United States was the first (paral-
leled by the French Revolution). In Latin America, nationalist sentiments
grew out of Spain’s insistence on allowing only the Spanish-born to serve
as viceroys in the Americas and to return to high positions in Spain. Those
born in the Americas were consigned to lesser status. With the arrival of
what Anderson calls “print capitalism” in the eighteenth century, the
emergence of local presses printing provincial newspapers created an
“imagined community” among readers, which in time served as the basis
for the notion of a “national” community strong enough to liberate itself
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from Spanish power. Back in Europe, thereafter, popular nationalisms
began proliferating, again driven by print capitalism and the unifying
effects of newly shared language. The various dynasties responded by try-
ing to merge their legitimacy with that of nationalism through a practice
of “official nationalism” modeled on the American and French histories.
This was not a straightforward process, Anderson notes: “a certain inven-
tive legerdemain was required to permit the empire to appear attractive in
national drag.”?

But the focus on national identity as a deliberate political construction is
only half the story. It explains why elites might want to use nationalism as a
political strategy but not why they could do so, or why so many people have
proven willing to die in defense of the nation. Nations cannot always be cre-
ated, despite the most diligent efforts of political leaders, as the Soviet elites
found to their dismay.>

In the search for explanations of the emotional power of nationalism,
the evolutionary theory we traipsed through earlier proves illuminating.
As American political scientist Walker Connor notes, despite the tendency
of some scholars to define the nation as a community of people character-
ized by a common language, territory, religion, and the like, more is
involved:

How much simpler it would be if adopting the Polish lan-
guage, living within Poland, and adhering to Catholicism
were sufficient to define membership in the Polish nation—
were sufficient to make one a Pole. But there are Germans,
Lithuanians, and Ukrainians who meet these criteria but who
do not consider themselves Polish and are not considered Pol-
ish by their Polish fellow citizens.?

Instead, Connor claims, the nation is a perceived kinship group. People
respond strongly to the tie of “blood,” even when the “national” group is not
actually genetically related by any objective measure. There need not be, and
usually is not, much factual basis to the claim of blood ties. Existing or
emerging leaders need only convince a group of their consanguinity to pro-
voke a powerful emotional response—one deeply rooted in the human psy-
che, as evolutionary psychology shows.

Israeli philosopher Yael Tamir agrees that “national continuity embod-
ies a strong sense of genealogy” but believes that “kinship” is not all that
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matters.”® She adds an emphasis on the importance of shared status in
cementing loyalties:

Members . . . see themselves sharing a common destiny and

view their individual success and well-being as closely depend-

ent on the prosperity of the group as a whole. They relate their

self-esteem and their accomplishments to the achievements of

other group members and take pride in the group’s distinctive

contributions. Consequently, they develop feelings of caring

and duty toward one another. These feelings are exclusive and

apply to members only.?’
Both the kinship and the group-status explanations make sense in light of
evolutionary theory and help us understand the enormous emotional power
of nationalism.

The next question, then, is how it is decided who is a member of the
nation and who is not. Nationalism has clearly changed over time. At least in
the early to mid-1800s, nationalism appears to have been closely related to
the development of nation-states. And writings on nationalism had a prag-
matic cast: a nation had to be big enough to form a viable state—otherwise,
it was of little interest.?® By around 1880, the idea of nationalism was broad-
ening, with the eruption of nationalist movements seeking self-determina-
tion for groups bound together by claims of ethnic or linguistic unity or
both. Historian Eric Hobsbawm identifies three trends that drove the explo-
sion, trends that seem eerily familiar to students of twenty-first-century
identity politics:

the resistance of traditional groups threatened by the onrush
of modernity, the novel and quite non-traditional classes and
strata now rapidly growing in the urbanizing societies of
developed countries, and the unprecedented migrations which
distributed a multiple diaspora of peoples across the globe,
each strangers to both natives and other migrant groups,

none, as yet, with the habits and conventions of coexistence.?’

All this was exacerbated by the economic depression of the late nineteenth
century and by the emergence of social Darwinism, a notorious corruption
of the tenets of biological evolutionary theory used to justify claims of racial
and national superiority. In this mélange, people proved susceptible to
nationalist appeals at a time when the rise of mass politics was forcing polit-
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ical leaders to appeal to their populations as broadly, and often emotionally,
as possible.

After World War I, the victorious powers tried both to clean up the mess
left by the collapse of the Ottoman and Habsburg Empires and to stave off
Russian-style socialist revolution through use of the principle of national
self-determination in Europe, with nations defined in ethnic terms. It failed
because people were far too intermingled for any policy of separating them
into ethnolinguistically coherent states to be workable. Instead, the result
was oppression of the minorities stranded within the borders of the new
states, up to and including what we would now recognize as “ethnic cleans-
ing.” Nor was it clear that the people being separated into the new ethnic
nations always wanted to be there. In some of the plebiscites conducted to
determine to which states some regions of “mixed” nationality should be
assigned, it was found that many people preferred to live in a state not of
their “nation.” Some Poles chose Germany over Poland; some Slovenes chose
Austria over the new Yugoslavia.*

This “divergence between definition and reality,” as one scholar calls it,
recurred throughout the next several decades of the major anti-colonial inde-
pendence movements.?! Leaders speaking the language of nationalism often
represented territories as ethnic, linguistic, or even political units even when
these characterizations had little or no historical reality.

After World War II, most thinking about nationalism centered on state
building, with the development of nationalism in the newly liberated
colonies expected to parallel that of nineteenth-century Europe. Much of the
early literature on development predicted that narrow communal, ethnic,
and religious identities would fade away with modernization, done in as eco-
nomic development, urbanization, education, and globalization broke down
old barriers. In the wave of decolonization that followed World War I, west-
erners and the leaders of the new nations alike thought of nationalism in
terms of a “modern,” civic identity.*? This modern, civic, secular nationalism
would involve a strong personal sense of emotional identification, but one
that was based on allegiance to a political system within a territory, not on
ethnic, religious, or cultural affiliation.?

Throughout this period and up to the present day, governments have
competed in the “market for loyalties,” often deliberately creating or rein-
forcing national identities, using national media to foster either broad cohe-
sion or the dominance of particular groups.** The Turkish government, for
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example, has used the monopolistic Turkish Radio and Television Corpora-
tion (TRT) to promote a vision of a secular state and to limit access to
Islamic sects. When at one point the TRT seemed to be leaning too far
toward legitimizing Islamic fundamentalism, its director was forced to
resign.’ Until the 1990s, Austria did not license any private radio or tele-
vision stations, arguing that a small country needed a public monopoly to
further democratic values.*

The Future of Group Identity

In many parts of the world, civic nationalism has yet to triumph or is facing
new threats. The term nationalism now refers as much to ethnic or some-
times religious identities as to a broad, countrywide community. Although
this can be good—a means of celebrating heritages and preserving cultural
diversity—as a political development it has alarming implications. National-
ism gets nastier in times of stress, and much of the world is experiencing
stress today. Even in relatively peaceful parts of the world, such as western
Europe, massive population movements since the 1960s have sparked resur-
gent strains of xenophobia, a reprise of the tensions provoked by mass migra-
tions a century earlier.’”” And everywhere, general feelings of disorientation
and insecurity lead many to cling to the security of belonging to a common
language and culture.

In other words, the stresses of modernization and globalization provoke
nationalism, but of the ethnic rather than the civic kind. This causes political
problems because ethnic group identities do not correspond to existing politi-
cal boundaries. At least several hundred ethnic groups have some claim to
nationhood, far more than the world’s 200 or so states, and almost all states are
“mosaics of distinct peoples,” in Ted Gurr and James Scarritt’s poetic phrase.?®

But is the current visibility of ethnic identities temporary or long-term?
Is the new “ascriptive” nationalism—based on ostensibly unalterable charac-
teristics such as ethnicity or religion ascribed by others to an individual—a
transient, indeed transitional, phenomenon, a set of bumps on the road to a
more rational future? Or are “faith and family, blood and belief” the driving
forces of group identity, immurtable in essence even if malleable in specific
application?®” Is the major effect of globalization to create ever-broadening
identities?*® Or will it create a lasting identity-based backlash that will tear
the world apare?
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It is currently fashionable to see ethnic nationalism as a durable phenom-
enon that will eventually trump other bases for identity and that will plague
the world into the indefinite future.®! If ethnic nationalism has the emo-
tional power described here, some writers argue, one can hardly expect it to
go away. One describes such nationalism as a permanent force that has no
rivals today as a collective sentiment, driven by psychological needs that it
fulfills better than do other possible sources of identity.%?

But such views go too far. Nationalism arises from the political manipu-
lations of leaders or would-be leaders, not spontaneously from a deeply
rooted sense of common destiny in any particular group. One partial expla-
nation for the rise of ethnic nationalism is that there are simply more people
now wanting to play the role of political entrepreneur. Levels of education
have risen all around the world, and the resulting growth of the intelligentsia
has created a considerable class of people wanting their turn in the political
limelight.> And the uncertainties resulting from modernization and global-
ization create fertile ground for such manipulation.

Nonetheless, nationalism is no longer a driving force in the world in the
sense of developing new, powerful, and sustainable polities than can solve the
collective action dilemma.** Having created the European and American
nation-states and undergirded the independence movements of colonial terri-
tories, nationalism in many parts of the world has mutated into a divisive
response to uncertainty, providing no program for action, no sense of how soci-
ety should organize and protect itself—in other words, no basis for sustained
collective action. Because ethnic nationalism is merely a vague emotional
appeal, leaders who invoke it can draw widespread support, but that support
crumbles as soon as those leaders start proposing specific programs of action.®

This denigration of the importance of nationalism may seem hard to
understand in light of the headlines since the 1990s. The newspapers and the
nightly television news have been filled with descriptions of appalling slaugh-
ters. But that sense of incessant ethnic carnage is partly an illusion fostered by
incessant reporting on some of the conflicts.* The number of major armed
conflicts within countries, though still at an appalling level, is declining, not
rising. A number of the prominent conflicts of the early 1990s turned out to
constitute state-formation wars following the collapse of the Soviet Union
and Yugoslavia. Violence in the formation of states is far from a new or sur-
prising phenomenon. When states collapse, “ethnic conflict” frequently rears
its ugly head, but as consequence, not cause, of the collapse of a state.?’
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Is faith the alternative? With thousands dead in the smoldering ruins of the
World Trade Center, it would be hard to overlook the potency of religious
fervor as a motivation for self-sacrifice on behalf of a group’s goals, twisted
as the goals of al Qaeda were. But the evil deeds of September 11 were not
the inevitable result of an incomprehensible alien fanaticism. Religion pro-
vided the rationale, not the cause. Pundits and scholars will argue for years
about the precise causes of Islamic terrorism, but the general recipe seems
reasonably clear. Take incompetent, corrupt, and autocratic governments,
throw in economic hopelessness (such as Saudi Arabia’s rapidly declining per
capita income), and add a large dose of unceasing anti-Western official prop-
aganda meant to distract citizens from the failings of their own governments.
It does not seem surprising that the resulting mixture produced some people
susceptible to the blandishments of a relative handful of psychopathic fanat-
ics. In no way are such phenomena unique to Islam. History is replete with
examples of religions serving such roles. In this particular case, the Islamic
revival seems far more important as a domestic political phenomenon in
Islamic countries than as the core of a new transnational collectivity. In that
domestic role, Islam provides “a powerful vehicle for expressing nationalist
grievances against the West and for legitimizing opposition to oppressive
domestic regimes.”*

Nonetheless, religion clearly provides an important source of group iden-
tity that often spans national borders. The spread of religion, particularly
Christianity in tandem with trade and colonization, has created ties that still
bind millions in shared, non-national identities.*’ But the flows are chang-
ing direction and creating new types of transnational ties. This explosion of
religious fervor comes both from the bottom up and from the top down,
driven as much by migration and the information revolution as by deliber-
ate proselytizing on the part of central church hierarchies.*

Evangelical Protestantism, for example, has swept much of previously
Catholic Latin America and is now spreading rapidly in East Asia and sub-
Saharan Africa. According to sociologist Peter Berger, its diffusion is creating
a new international culture, inculcating a Protestant work ethic that carries
with it the seeds of a pluralistic and modernizing culture favorable to democ-
racy.”! If Berger proves to be correct, and if the current fervent debate within
the Islamic world over the appropriate nature of an Islamic identity were to
lead to a similarly open worldview—both big ifs but not impossible out-
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comes—religion may in the end prove to be as much a source of global con-
nections as of local division.

Even if that happy ending does not occur, religion will not necessarily
shape group behavior. Strong religious identities that are shared across
national borders do not always provide the basis for effective transnational
collective action. Liberation theology in Latin America spurred the develop-
ment of grassroots organizations (often Church-led) to provide services and
to advocate for the poor, but these have not cohered into politically effective
transnational actors.’> The various religious revivals are creating transna-
tional social capital, but we will most likely not face a future of theocratic
dominance.

Rather, in the future no single form of group identity is likely to domi-
nate. Group identity is becoming ever more a matter of individual choice.
People participate in a large and growing number of systems and collectivi-
ties, each of which may recognize, or require, a different identity from the
same individual. The political system may recognize a person as a citizen of
a given country while his ethnic group sees him as part of a diaspora, for his
on-line chat group he is a Netizen, and he sees himself primarily as an envi-
ronmentalist. Identities have always been social constructions, but increas-
ingly the constructors are individuals making deliberate choices rather than
simply acceding to the weight of tradition. In modern societies, individuals
must choose personal, professional, and religious identities.®> Even so-called
ascriptive characteristics in many cases are becoming optional, depending on
what the individual in question chooses to emphasize. What is the identity
of the daughter of a Chinese mother and an American father who attends a
French school in Senegal?

Given that fluidity, it is perhaps not surprising that many different types
of more or less coherent groups seem to be forming and trying to play
various parts in global governance. Beyond the familiar groupings, such as
business leaders (see chapter 5), a whole range of nonprofit activist groups,
networked across national borders, is struggling to advance various causes, as
discussed in chapter 6. These range from the tightly focused aims of the Inter-
national Campaign to Ban Landmines to the diffuse, sometimes contradictory
goals of the mislabeled anti-globalization movement. As later chapters will
show, such groups concern themselves not (or not only) with the well-being
of themselves, their neighborhood, or their ethnic group but with the global
public good. And all sorts of unlikely people, from government officials to



58 THE COMING DEMOCRACY

international bureaucrats to corporate executives, are participating in coali-
tions of change makers, spending considerable time on efforts to come up
with ways of solving global problems. It is easy to be cynical and assume such
efforts are motivated by crass considerations of personal profit or power, but
not all of them can be so easily dismissed. A growing number of people
around the world do seem prepared to think about the welfare of humanity as
a whole.

Such globally minded thinkers may reflect a broader trend. Since all
communities are now imagined, there is nothing that inherently prevents
people from imagining broadly rather than narrowly. And there is some
evidence that such broad imagining is beginning to spread around the
world. Public opinion surveys find a steady increase in cosmopolitan atti-
tudes across generations. Older people are far more likely to identify
strongly with a country or locality, whereas those born more recently show
themselves steadily more likely to claim a primary identity at the continen-
tal or global level. (Interestingly, the percentage claiming a primary terri-
torial identity at the country level remains pretty consistent, in the range
of 35 percent. The big shift over age cohorts shows up in the decreasing
number claiming local identities and the increasing number thinking con-
tinentally or globally.)>

Even such a trend, if it continues, is not grounds for complacency. In too
many places, the world remains riven by vicious hatreds and explosive con-
flicts, along with the persistent greedy shortsightedness that has always
bedeviled humanity. But it does offer grounds for hope.

E Pluribus Unum?

What kind of celestial soup kitchen does the future hold? Will we all starve
separately, feed one another plentifully, or subsist on crackers? Because we
are not angels, the answer is likely to depend heavily on what kind of emo-
tional connections people form and on what scale. Except for the occasional
sociopath, all people need to feel a sense of identity with at least one group,
and usually with several. We rarely consciously create these group identities.
Instead, we choose from the available models.

Since we did not evolve in complex civilizations in which we chose our
group identities, nature did not accustom us to making such choices. Rather,
our evolutionary background provides us with many options for interacting
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within and across groups and for defining the groups to which we will feel
loyalty. Thus, it is reasonable to think of this era of globalization as a time of
searching for ways to create groups and networks able to handle global col-
lective action problems, rather than assuming an inevitable splintering into
hate-filled and violent rivalries.






!

Why Governments Won’t Solve Everything

Picture yourself as the head of a government a decade or two from now.
Technological transformation and economic integration have continued
apace, leaving you subject to competing pressures your forebears never imag-
ined when they designed your political system. If you wish to attain or main-
tain prosperity, you must make your country attractive to investors, often
foreign ones, who can provide the capital and technology your economy
needs in an increasingly competitive and integrated global system. The pre-
vailing free market ideology and the ease of investing and operating overseas
or in cyberspace make businesses unwilling to tolerate much regulation. But
your increasingly educated and mobilized citizenry will not tolerate a free
ride for business.

Other governments are bombarding you with demands that you lower
your carbon emissions and other transnational pollutants and preserve your
biodiversity. But the industries responsible for many of those emissions and
much of the biodiversity loss threaten to move elsewhere—and take jobs
with them—if your environmental restrictions get too onerous. Your coun-
try is facing the early effects of climate change, with increasing numbers of
expensive natural disasters such as hurricanes and floods along with chang-
ing rainfall and temperature patterns that are wreaking havoc with agricul-
ture and tourism.

61
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Depending on whether you run a rich country or a poor one, you have
either a large number of elderly, retired, and often ailing citizens or a lot of
young, unemployed, and restive ones, all of whom demand that you provide
them with a generous social safety net. (If you are really unlucky, you have
both.) Your health care system is creaking under the strains imposed not only
by an aging population but also by epidemics of resurgent virulent diseases
that have become resistant to antibiotics. Huge numbers of people are on the
move, either trying to cross into your (rich) territory, thus provoking your
citizens to demand better border controls, or flocking into your (poor) cities,
where infrastructure development lags far behind needs. You have to keep a
wary eye out for terrorists and would-be extortionists who may be targeting
you and your citizens with anything from conventional bombs to nerve gases
to, conceivably, stolen nuclear weapons. And, by the way, watch out for
international organized crime, which is addicting your citizens to drugs,
laundering money through your financial system, and bribing your officials.
Solving most of these problems will require close cooperation with numer-
ous other countries, adding to the time and expense, particularly since most
of those countries are too preoccupied with their own problems to care
much about helping you with yours.

But when you look around for ways to pay for programs to deal with all
these problems, you find money an elusive commodity, even if the national
economy is booming. You have to keep taxes on capital low to prevent it
from fleeing overseas. You cannot rely on sales taxes because so much retail
commerce is now taking place in cyberspace, untraceable and thus untax-
able, or in the “gray” informal economy, where nothing is ever declared. You
cannot raise taxes on labor very much because so much of the labor force is
in relatively low-paying service jobs, and people with high-paying jobs are
internationally employable and thus able to move if taxes get too high. Your
remaining option is to tax natural resources (oil, minerals, forests)—which,
fortunately, are inherently immobile and thus firmly in your jurisdiction—
but in most countries, these cannot by themselves provide a tax base ade-
quate to support a government large enough to deal with all those demands.

And, perhaps most difficult, most of the problems with which you are
grappling do not constitute the kind of urgent, dramatic threat that pulls a
society together and makes people particularly willing to contribute, through
taxes or other means, to the common weal. Indeed, your government is now
stuck with these gradually worsening problems in large part because your
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predecessors mostly ignored them, instead following the political imperative
to address only the most immediately pressing issues.

Of course, things may never get this bad. It is not certain that capital or
skilled labor will ever become #bar mobile. And how much of commerce will
move to cyberspace is unpredictable. But the dilemmas are real. Life in a
globalizing world requires an enormous amount of collective action, but the
same trends that create those needs make it difficult for national govern-
ments to solve the problems.

The assumption that governments alone will handle large-scale collective
action reflects a habit of thinking deeply ingrained over the past century.
Governments dominated most of the twentieth century for three powerful
reasons. First, the twentieth century saw by far the biggest wars the world
had ever endured, both hot and cold, and war on that scale is the forte of
governments. For decades, many societies were consumed by preparations
for, conduct of, and reconstruction after wars. These were e overriding col-
lective action problems. Second, as democratic franchises spread, more and
more governments found themselves under pressure to offer various kinds of
services to their newly broadened constituencies. Thus was born the welfare
state, with its high levels of taxation and big bureaucracies for transferring
money from some people to others. Third, the combination of the apparent
failure of capitalism in the Great Depression and the rapid economic growth
of the USSR until the 1960s fostered a broad consensus that market
economies could not work unassisted. That consensus led many govern-
ments to seize the “commanding heights” of those economies by operating
state-owned versions of everything from communications and transporta-
tion companies to utilities." (The United States did things a bit differently,
regulating those industries heavily rather than owning them directly.) War,
democracy, and ideology expanded the reach and power of national govern-
ments to unprecedented levels, creating new assumptions about the ability
of governments to solve all problems and the appropriateness of expecting
them to do so.

That power is waning. Although, as we were so shockingly reminded in
September 2001, there is still very much a role for governments in protect-
ing citizens and managing global issues, the factors that led to the extraordi-
nary expansion of governments in the twentieth century no longer apply as
they once did. War between countries has become rarer. States are no longer
striving to seize the commanding heights of national economies—instead,
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they are scrambling down the slopes, selling off state-run enterprises as fast
as they can find buyers. In many ways, states truly are in retreat, shedding
many of the governance responsibilities they had taken on in the twentieth
century.

So what can—and should—governments do about the growing need for
global governance? Few national governments can individually do much,
since by definition the problems require action across national borders. The
real question is whether governments have the ability to reach effective
agreements among themselves and then carry out those agreements.

Three factors influence the roles of national governments. The first is
history—the reasons we live in a world divided into countries. The second
is capacity—the ability of national governments to act effectively within
their own territories and participate meaningfully in international negoti-
ations. The third is the various ways governments have tried to cooperate
in solving global problems, particularly through the institutions most peo-
ple assume constitute the core of global governance: intergovernmental
organizations such as the United Nations and the World Trade Organiza-
tion. This last point merits a particular look at the role and extraordinary
power of the United States, which, despite its enormous capacity to lead,
has demonstrated an unfortunate proclivity to take its marbles and go
home.

The Evolution of the State

Most of the works written on global governance, or any other kind of gov-
ernance, do not actually discuss national governments at all. They discuss
states. In bodies such as the United Nations, governments are not members;
states are. For something so central to the workings of the world, the state is
surprisingly ill-defined.? Under international law, the state is something
more than the government because it remains beholden by its international
commitments even when its government changes. Government can roughly
be defined as the decision-making apparatus of the state. Formal definitions
of the state (as opposed to the government) often concentrate on one key
aspect—the state is that which legitimately, or at least successfully, claims a
monopoly on the use of force within a demarcated territory.

But states are not divinely ordained, and possession of a monopoly on the
use of force within a given territory is only one of several possible systems of
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political organization.’ The national boundaries that now divide the world
into legally equal, ostensibly sovereign entities did not come about through
any systematic planning about how best to meet humanity’s needs. The sys-
tem evolved, driven by an inner logic that originally enabled it to wipe out
feudalism in Europe and eventually made it the only conceivable form of
political organization everywhere. Until fairly recently in historical terms,
alternatives such as city-states, overlapping and nonterritorial authorities of
the type seen in medieval Europe, and empires all flourished. To understand
why they disappeared requires plunging back a few hundred years into Euro-
pean history.

The first states were not nation-states. Their inhabitants shared no sense
of common or national identity, and their leaders were not particularly con-
cerned with the welfare of most of the inhabitants. The leaders who consol-
idated the European states did not set out to create anything like the nation-
state as we know it today. They were out for their own power: achieving
power meant controlling territory, and controlling territory required over-
coming the armed resistance of others who wanted to control it. State mak-
ing was essentially an accidental by-product of the successful internal strug-
gle for dominance because successful lords needed tax collectors, police
forces, courts, and accounting systems to extract and manage the resources
necessary for war.

As technology advanced and as the increasingly unified European states
fought one another, the resources needed to fight such battles grew. The
growth of state power both depended on and spurred the expansion of a
quasi-private economy, including banks from which the governments could
borrow. In the face of these internal and external struggles, only those states
that became relatively proficient at making war and suppressing competing
lords survived. Not all made it. Poland disappeared from the maps for a
while when its aristocrats fended off internal efforts at centralizing control,
making it easy for outside powers, notably Russia, to grab slices of Polish ter-
ritory. By 1795, Poland had vanished, not to reappear on the map of Europe
until the end of World War I.° But for those that survived, proficiency at
making war required building up the institutions of the state. The state form
of political organization won out because states turned out to be the most
efficient and effective polities at a certain point in European history, and
shortly thereafter Europe came to dominate the world, spreading that par-
ticular form of polity.
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Initially, the interests served by the state were primarily those of the
rulers, the people who controlled the state apparatus, joined in time by their
economic allies. To the degree that states succeeded in imposing domestic
order and fighting off attacks from outside, the broader population benefited
tremendously. But the centralized accumulation of power took centuries of
violent elimination or subordination of other, previously semi-autonomous
authorities.® And states made little effort to address people’s collective needs
beyond the central one of physical security.

Over time, as technology made war more expensive, the need to induce
contributions from a broader range of the population introduced important
constraints on the ways in which rulers could treat the ruled. Taxation at
anything beyond minimal levels does not work well if it is wholly coercive:
the monitoring and enforcement costs are too high. The rulers selectively
extended protection to some groups in return for their support, agreements
that made those rulers vulnerable to the withdrawal of that support.”

Until about the eighteenth century, states did not do much other than
wage war. The local nobility, the churches, and other such entities carried
out much of what collective action there was, and there was little beyond
the village level. By 1700, according to one estimate, the European states
“absorbed perhaps 5 percent of the GNP in peacetime, 10 percent in
wartime.”® At these levels, most people’s lives were not greatly affected by
the activities of the state. That is why most people within the territory con-
trolled by a state did not think of themselves as a single group bound by a
common identity.

Then came the explosion in central government power, fueled in part by
the capacities made available by the industrial revolution. By the time of the
Napoleonic Wars of the early nineteenth century, the state share of the
national economy in Europe had risen to between 25 and 35 percent, and
armies constituted about 5 percent of the total population.’

Accompanying and enabling the new dominance of the state were the
first signs of nationalism: the feeling of shared identity among the inhabi-
tants of a country that made them willing to contribute massively to the col-
lective goals of their country, even to sacrifice their lives. As noted in chap-
ter 3, this was no mysterious upwelling of fellow feeling. In an act of
deliberate political creation, state authorities and the intelligentsia were striv-
ing to create a shared sense of identity to legitimize their demands that an
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increasingly wide swath of the citizenry fork over an ever larger share of the
national income.

Over time, as the industrial revolution shook up European and other
societies, increasingly representative institutions formed to incorporate those
newly powerful social forces.!® That ongoing political incorporation
expanded the size and reach of the state in the twentieth century as govern-
ments instituted social security and welfare policies to benefit new groups of
voters. And with such vast resources mobilized, large-scale collective endeav-
ors—such as war—could flourish at a scale never before seen.

In the twentieth century, in addition to waging war and assembling
police forces, states provided a vast array of collective goods and services.
They developed communications and transportation infrastructure for both
military and economic purposes. They became the channel for political rep-
resentation. They guaranteed the rights of citizens vis-a-vis one another. And
they invented and carried out macroeconomic planning.!!

The state is not about to wither away. Government expenditures in many
rich countries account for nearly 50 percent of gross domestic product.'? In
poorer countries, government expenditures are relatively lower, but they still
average nearly 30 percent. But as the opening scenario suggested, govern-
ments of both rich and, especially, poor countries face rapidly growing
demands to use their resources for purely domestic programs (pensions,
health care, education) that leave little budgetary flexibility. Governments
that fail to meet those demands face the very real prospect of finding them-
selves voted or forced out of power.

Whether even elected governments have the capacity to cope with the
wide range of national and transnational problems they face is a topic of
much debate. The World Bank issued a report in 1996 arguing that states
need to redefine (meaning: shrink) their roles and focus on their core com-
petencies.'? That is part of what lies behind the waves of privatization sweep-
ing the world: the consensus that the state should be a provider of a limited
range of collective goods and services for the country and should not med-
dle in areas that the private sector can handle better.

But the privatization of state-owned industries still leaves governments
facing big challenges that threaten their ability to manage the host of
transnational collective action problems for which effective governance will
be desperately needed in the first few decades of the twenty-first century.
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Only relatively few states are currently in serious trouble, falling so short of
fulfilling the basic functions of a state that, like Somalia, they effectively no
longer exist as unified polities. But there are real, and increasingly widely rec-
ognized, reasons to doubt that the capacity of governments will be able to
meet the demands for cross-border collective action in the coming decades.

Perhaps the biggest future danger to state capacity in general comes from a
potential threat to the most basic requirement of statchood: the ability to tax.
No matter how much people hate to pay taxes, it does not take much thought
to realize that without taxes, a lot of the collective goods and services people
want to have would not be available. In coming years, information technology
may make it very difficult for states to collect taxes. The globalization of capi-
tal flows, itself a creature of information technology, has led many to question
whether governments will be able to continue to tax capital. No matter how
efficient and capable a state apparatus is, it cannot extract resources that are not
within its territory. In the lingo of economists, states cannot tax a mobile fac-
tor of production beyond the level at which it is willing to be taxed, or, since
it is mobile, it will get up and go. And the one absolutely indisputable conse-
quence of the globalization of the economy is that capital has become vastly
more mobile. Because capital is free to go wherever it can earn the highest rate
of return, states can impose taxes only to the point that the after-tax return
starts to dip below returns available elsewhere. If taxes get higher, capital may
simply flow to jurisdictions with lower, or no, taxes.

Governments are already cutting tax rates on capital. In 1988, the aver-
age statutory corporate tax rate among the member countries in the Organi-
zation for Economic Cooperation and Development (OECD, essentially the
group of wealthy countries) was 44 percent. By 1997, the rate was down to
36 percent.!® By 2000, the average was down to 33 percent.!®

In the absence of global agreements regarding tax rates on capital, not
exactly a prominent prospect, states may have to turn to other sources of rev-
enue. For example, states can impose or increase income taxes to garner
resources from labor, which is still relatively confined to national boundaries.
But even here, as the most dynamic parts of economies become more inte-
grated, the highest-paid workers are increasingly free to migrate elsewhere.

The emergence of electronic commerce raises the possibility that govern-
ments will also have trouble collecting sales taxes. It is already possible,
though cumbersome, to conduct business over the Internet anonymously. As
encryption systems become increasingly sophisticated, governments may
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find it increasingly difficult to know when economic transactions of any
kind (from salary payments to commerce) are occurring in cyberspace,
making it much harder to take a cut. Governments have some capacity to
constrain levels of encryption technology, at least for a while, but constrain-
ing encryption may simply drive currently legitimate parts of the economy
into the gray or black market. Agreement on international regulation
of encryption levels is itself a massive global governance problem, but any-
thing short of a truly global approach will not work, given the nonterritor-
ial nature of cyberspace.

The tax problem is the most tangible way in which the information rev-
olution may undermine state power, but it is not the only one. State power
is based much more on voluntary—or quasi-voluntary—compliance with
everything from tax requirements to criminal law to military drafts than on
sheer coercion. Remember that the great rise in the nation-state occurred
when European governments deliberately set out to create largely mythical
“national” identities that made citizens willing not only to pay taxes but also,
on occasion, to lay down their lives. These national identities, resting as they
often did on distortions of historical reality and unfounded claims of kin-
ship, were possible only because information and communications remained
largely under state control. States have used their ability to regulate and con-
trol national media quite deliberately in their efforts to create and maintain
national identities, a process that continues to the present day.

But partly as a result of the broad shift toward deregulation of everything,
including media, and partly as a result of the new communications technolo-
gies, as discussed in chapter 3, states are finding it harder to maintain such
national controls. Now all states face increased competition for people’s loy-
alties as information technology connects people across borders, uniting dis-
persed identities and interests. The ultimate outcome of that competition is
as yet unknowable.

Its Hard to Create a State

Of course, in a world so sharply divided between rich and poor, talking
about the prospects for the state as a general phenomenon gets us only so far.
Many countries are still working on basic tasks of constructing viable gov-
ernment institutions and national identities. When Europeans colonized the
rest of the world, they brought with them the concept of the nation-state as
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the sole legitimate form of political organization. All other possibilities—
empires, colonies, feudal arrangements—have faded from the scene, and
their reintroduction is hard to imagine.'” As countries broke free of the
colonial yoke, they became states, often without having gone through the
lengthy and violent process of state building that their European predeces-
sors had endured. Even countries that had long existed as independent enti-
ties prior to colonization, or that escaped colonial subjugation altogether,
often found that their political institutions fell far short of twentieth-
century needs.

These countries have had to undertake state building under far more dif-
ficult circumstances than Europeans ever faced. Political scientist
Mohammed Ayoob describes in detail just how hard state building is for the
latecomers.'® They face extraordinary time pressures that compel them to do
in decades what European countries did in centuries. They must compete
with existing and well-established states if they wish to participate in the
increasingly globalized economy. If they cannot compete, they are left out of
an economic system that seems to be far more productive than national
autarky. And thanks to the information revolution, their citizens will know
they are being left out.

At the same time, their governments are held to a much higher standard
of performance than were the early European state builders. To make them-
selves legitimate, and thus able to extract contributions for collective action
without relying solely on coercion, they must accommodate competing eth-
nic nationalisms and try to develop a sense of civic nationalism that over-
comes existing ethnic and religious fissures. But they are expected to do so
gently, including everyone in a democratic system that allows mass partici-
pation rather than simply subduing dissident groups through coercion.
Establishing channels for mass participation while simultaneously building
state institutions is no easy task. Some states (such as South Korea, Brazil,
and Mexico) have made extraordinary economic and political strides, but
many others have fallen far short. Given the difficulties, it is perhaps not sur-
prising that some governments, such as that of Iran, have tried to legitimize
themselves by claiming divine right, as European royalty once did.

As if these basic challenges to state building were not enough, the
demands on national governments keep rising. They are now expected to
participate in a bewildering range of environmental treaties and maintain the
integrity of the environment within their borders while setting the correct
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macroeconomic policies to ensure successful and sustainable economic
development. At the same time, states are supposed to provide for the basic
needs of their peoples through social safety nets—something the early Euro-
pean states never considered trying to do. In short, as Ayoob puts it, the new
states “are under pressure to demonstrate adequate statehood quickly, to per-
form the task of state making in a humane, civilized, and consensual fash-
ion, and to do all this in an era of mass politics.”"

It may seem peculiar, given the wretched circumstances with which new
states must contend, that more and more states keep emerging. The number
of states rose sharply over the past two centuries, particularly in the last half
of the twentieth century. When the United Nations was founded in 1945, it
had 51 member states (two of which were actually constituent republics of
the USSR with no real autonomy). By the end of the century, the number
was close to 200.

The reason is a combination of the end of empires (including the collapse
of the USSR, a collapse that created fifteen countries out of what had been
one) and simple self-interest. Now that the nation-state system is
entrenched, the obvious way for an individual or group to gain political
power is to represent a state. If you live in a state whose government is
oppressing your group, one way to escape that oppression is to become a sep-
arate state. Or, more cynically, if you are an individual aspiring to power, one
ready means to achieve power is to convince a set of people who share some
common bonds, no matter how tenuous, that they are indeed a coherent
group and you are their leader. In either case, the international norm of self-
determination means that the world community may support your claim to
statchood, particularly if you have the military capability to make the alter-
native a long and bloody civil war.

Contemporary state formation arbitrarily designates the inhabitants of a
given territory as a collectivity, asserting that proximity confers common
interests. Yet the borders of many states reflect historical accident and colo-
nial caprice more than any logical division between well-established and sta-
ble groups. In states-in-formation, the inhabitants often do not see them-
selves as a coherent group. Even when national leaders aspire to act in the
public interest, their lack of legitimacy forces them to rely on coercion to
extract contributions to state-defined collective interests because they do not
get the quasi-voluntary compliance common in more established states. But
human rights norms do not allow much in the way of coercion, and the use
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of coercion further delegitimizes the state. At the same time, the norm of
self-determination legitimizes an alternative collectivity: the ethnic group.
Such groups find it increasingly easy to organize themselves to protest or
fight, thanks to the communications revolution. But if they succeed in
achieving political autonomy, they often find that they lack the capacity to
carry out the much harder tasks of economic development and thus to
redress what ails them: joblessness, perceived economic inequities, and the
lack of a political framework within which to express themselves peacefully.
Because many such states are falling short of the mark, their ability to par-
ticipate meaningfully in intergovernmental problem solving remains open

to question.?’

The Rich States

Other countries, mostly in North America, Europe, and parts of Asia, are
having a much easier time of it. These are the ones that have well-developed
government institutions, well-educated populations, and reasonably stable
politics, not to mention most of the world’s money. But even these govern-
ments are not off the hook. In addition to the unknown long-term effects of
the information revolution, they face some quite well known threats for
which they are clearly unprepared, as well as the prospect of spillover effects
(such as terrorism, economic volatility, environmental degradation, and the
spread of new diseases) from what takes place in the poorer parts of the
world.

One crucial change is in the ability of states to engage in macroeconomic
planning. Even in the boom times of the 1990s, the stagnation in real wages
of many Americans, stubbornly high unemployment in Europe, and the
uncertain prospects of the Asian economies meant that large numbers of cit-
izens did not enjoy rising standards of living. Economic integration exacer-
bates the apparent inability of states to manage their economies to the satis-
faction of their citizens.?! As chapter 7 will show, powerful forces are pressing
governments to free up their markets in goods and capital to international
competition. When things go wrong economically—when wages stagnate
for the poor or economies encounter downturns—citizens find it easy
to blame governments for developments that may be beyond government
control.

The rich countries also face a demographic change that will absorb more
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and more of their political attention. Over the first few decades of the twenty-
first century, the populations of North America, Europe, and, especially,
Japan will become markedly “grayer” as the proportion of elderly inhabitants
grows to historically unprecedented levels, thanks to both declining birthrates
and rising life expectancies.”” These societies have created social security sys-
tems that transfer vast amounts of money from the working-age population
to the older retirees. Now the rapid drop in the ratio of young to old threat-
ens to bring on a crisis over entitlements. The graying of the population will
also bring soaring medical costs, given the greater health care needs of the old.
The political leadership of these countries will increasingly be absorbed in
domestic battles over allocation of resources, an increasing share of which will
go to income transfers rather than to solutions for the new global agenda of
collective action problems.

The elderly may not be the only ones who will demand a growing share
of government resources. One possible effect of global economic integration
is the loss of low-paying jobs to poorer countries as companies take advan-
tage of the much lower costs of labor in the developing world. This has not
yet happened on a large scale, but if the theory of comparative advantage on
which trade is based holds up, it should. When capital is free to flow across
borders, the returns to labor should equalize. Workers in rich countries tend
to be better educated and more skilled, so they will still command the higher
incomes warranted by their higher productivity. But the large group of rela-
tively unskilled and poorly educated workers in rich countries will be
stranded even if the rich countries benefit overall from the growing interna-
tional economic specialization.

Such are the predictable difficulties facing the world’s wealthier countries.
Their greater challenges, however, may be harder to foresee. These societies
are rich because they are complex and technologically sophisticated. But the
very traits that account for their achievements may render them peculiarly
vulnerable to some very nasty shocks.

Keeping these societies humming takes an extraordinary range of inter-
locking systems that provide energy, food, water, transportation, and infor-
mation. Disruptions in any component of these systems can cascade into
broader disasters. Canadian scholar Thomas Homer-Dixon paints a chilling
picture of this potential for disaster in his account of one such incident in
the United States in 1996, when the failure of one transmission line in
northern Oregon caused overloading on a series of connected transmission
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lines, leading to blackouts affecting millions of people in the western United
States.”® If terrorists chose to exploit such vulnerabilities, they could wreak
economic and social havoc—especially if they attacked several at once. Any
country, no matter how advanced, would be hard pressed to deal with a cas-
cade of power failures combined with releases of biological and computer
viruses and a few explosions at chemical and nuclear facilities.

Even absent malicious intent, unexpected shocks may well create new
stresses. One possible consequence of climate change, for example, could be
alteration of the flow of the Gulf Stream, which currently provides northern
Europe with a climate similar to that of more southerly latitudes elsewhere.
If the region were suddenly to be plunged into a new ice age, the conse-
quences would extend around the globe. No one really knows how the vari-
ous forces at work in today’s integrated global economies will interact over
time, but contagion effects have already buffeted many poor countries, and
there is little reason to assume that the rich are inherently immune.

The world’s wealthy countries may be vulnerable, but they hardly face
imminent collapse. They have demonstrated great resilience in the face of
previous shocks. Clearly, however, they face challenges that may well strain
their ability to participate effectively in demanding systems of global gover-
nance.

Cooperation among States

Even if every country enjoyed the blessing of legitimate, stable, and effec-
tive national government, they would still find it difficult to solve global
problems. Governments have certainly tried, creating an enormous range
of cooperative mechanisms, incorporating treaties, international organiza-
tions, and various formal and informal arrangements generally known as
regimes.? Some accomplish the goals their member governments set for
them. As chapter 7 will describe, world trade has been kept relatively open
through a series of multilateral agreements, buttressed now by the exis-
tence of the World Trade Organization.”> Chapter 8 describes the cooper-
ation that led to the ozone regime, which is now reducing global emissions
of chlorofluorocarbons (CFCs) and other man-made substances that
threaten to destroy the stratospheric layer of ozone that protects Earth
from harmful solar radiation.?® And there are many other such cases. To
take just one, the nuclear nonproliferation regime has successfully used a



Why Governments Won’t Solve Everything 75

treaty, an international organization, and a number of other agreements to
keep the total number of countries possessing nuclear weapons to a hand-
ful, much smaller than the twenty to twenty-five nuclear powers foreseen
in the early 1960s.%”

But although intergovernmental cooperation has worked in such cases,
there is a whole host of reasons to doubt that states will be able to keep up
with the growing needs they themselves have identified. In a series of treaties
and declarations promulgated over the past few decades, most of the world’s
governments have committed themselves to cooperate to end a host of
scourges that seriously threaten human well-being.?® Yet they do not seem to
mean it. They have promised, for example, to halve global poverty by
2015—but poverty rates have barely budged (except in China, where the
reliability of the statistics is open to question). They have vowed to ensure
that all people attain a level of health that permits them to lead socially and
economically productive lives. They first promised, in 1977, to meet this
goal by the year 2000. Instead, the proportion of children being immunized
against basic childhood diseases has fallen from more than 70 percent to at
best about 50 percent.?” The United Nations was founded to protect the
world from the scourge of war, but more than 20 million people, mostly
civilians, have died in armed conflict since the end of World War I1.3° And
despite the successes in trade liberalization and protection of the ozone layer,
there is a litany of failures, as recorded in chapters 7 and 8. The global econ-
omy remains highly unstable and grotesquely inequitable, and the global
environment continues to deteriorate rapidly.

What will it take to do better? One key to successful collective action is
often leadership, especially in the anarchic environment of global politics.
Treaties and intergovernmental organizations do not just happen; someone
has to make them happen. For centuries, it has been the great powers, the
countries with the richest economies and the strongest military forces, that
created global rules. Sometimes they have operated through “clubs” that sat-
isfied the needs of the member countries. But, as noted in chapter 1, often
a single country has served as a “benevolent hegemon,” bearing much of the
cost of collective action in order to ensure benefits for all.

The leading candidate for that role remains the United States, which has
had the part since the end of World War II. Since the end of the cold war, it
has been called the last remaining superpower, even a “hyperpower,” stronger
than anything the world has ever before seen. Yet it does not always use its
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extraordinary strength constructively. It has also been called an arrogant
bully that demands special treatment for itself wherever governments gather
and pushes its desired rules down everyone else’s throats.

When measured in traditional terms, claims of U.S. superiority are not
exaggerated. The military expenditures of the United States dwarf those of
any other country; they are roughly five times those of the world’s second
biggest economy, Japan. Indeed, for many years it has outspent all the other
big spenders put together—most of which, like Japan, are close U.S. allies
rather than potential enemies against whose military power the United States
must guard.’! Its economy accounts for approximately one-quarter of the
global total, depending on what measurements are used.* And it even has
the advantage of what Harvard University dean Joseph Nye calls “soft
power’—the ability to influence the ideas and desires of others purely
through the power of example and persuasion.*

Unfortunately, now that the cold war is over, the United States shows lit-
tle inclination to use its dominance to act cooperatively rather than unilat-
erally, except when other countries seem prepared to do things the U.S. way.
As analyst Stewart Patrick has concisely argued, the United States often
asserts the right to tell others how they ought to behave and to punish them

when they fail to do so:3

Between 1993 and 1998, Congress either imposed or threat-
ened unilateral sanctions some 60 times on 35 countries. Par-
ticularly galling to United States partners has been the extra-
territorial extension of United States domestic law to restrict
trade with so-called rogue states or states of concern, especially
the Iran-Libya sanctions and the Helms-Burton law regarding
Cuba. Both threaten heavy penalties against foreign enter-
prises doing business with these pariah states. Among the
most vociferous critics of these laws have been close United
States allies. “This is bullying,” former Canadian Foreign
Minister Lloyd Axworthy responded tartly to Helms-Burton.
“But in America you call it ‘global leadership.”?

When it does participate in international negotiations, the United States has
taken to using its substantial weight to shape agreements and then refusing
to adhere to the resulting treaty (as it did regarding the Convention on the
Rights of the Child, the Rome Statute of the International Criminal Courrt,
the Convention on Biological Diversity, and the Kyoto Protocol to the
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United Nations Framework Convention on Climate Change). And the
United States has been known to refuse to honor clear and specific treaty
commitments. The most notorious example of such free riding is the long-
standing saga of the United Nations dues. Every member country is required
under the Charter of the United Nations to pay dues annually to support the
organization. The amount due is based on shares of the global economy and
ability to pay. The United States’ share has long stood at 25 percent, in line
with its share of the global economy. Many countries lag in their payments,
but starting in the late 1980s, the United States alone started refusing to pay
on principle. It announced that it would withhold payment until the United
Nations undertook serious administrative and structural reforms, an action
clearly illegal under the Charter. By the late 1990s, the amount due topped
$1 billion, and the United States faced the prospect of losing its right to vote
in the United Nations General Assembly, as required by the Charter if mem-
bers get too far behind in payments. In 1999, the United States Congress
agreed that the nation would remit $926 million of the unpaid dues, but
only if the United Nations agreed to cut the U.S. share to 22 percent. The
United Nations, facing destitution, agreed, but as of September 2001, only
$100 million had actually been sent.?

After September 11, it briefly appeared that the United States had been
shocked out of its illusion of invulnerability. Suddenly Congtess, recogniz-
ing that the United States would need the world body as part of its broad
international anti-terrorism coalition, found more than $500 million to send
to the United Nations.”

But on issues of greater concern to other countries than to the U.S. gov-
ernment, United States policy did not become more forthcoming. Indeed,
the United States proceeded with its long-threatened abrogation of the
Anti-Ballistic Missile Treaty, and as chapters 7 and 8 will show, did little in
the economic and environmental fields to demonstrate greater willingness to
take into account even the most reasonable concerns of others.

Most of this reflects domestic politics rather than any grand scheme to
annoy the world. Indeed, it does not even reflect the broad preferences of
American citizens. For decades, U.S. public opinion polls have shown that
large majorities (usually 60 percent or more) support active U.S. engagement
in the world in cooperation with other countries.® Even after the Septem-
ber 11 attacks, when one might expect a highly nationalistic response, some
three-quarters favored including other countries’ forces in a military action
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in Afghanistan even if that constrained U.S. freedom of action; even more
wanted the United Nations to play a much-strengthened role in fighting ter-
rorism. And 95 percent agreed that it was important “for the war on terror-
ism to be seen by the world as an effort of many countries working together,
not just a U.S. effort.”®

Should America run the world, deliberately using its enormous power to
create a global empire? Some people think that is already happening, and
some approve. Wall Street Journal editor Max Boot made “the case for Amer-
ican empire” in an article arguing that “the Sept. 11 attack was a result of
insufficient American involvement and ambition; the solution is to be more
expansive in our goals and more assertive in their implementation.”®® Boot
and others portray America as an “attractive empire,” one that uses “soft
power” cultural and economic instruments as well as military tools to shape
the world to its liking. But given the track record just described, there is lit-
tle evidence that the United States is actually engaged in such an enlightened
long-term strategy.

Joseph Nye provides a more realistic description of the challenges facing
America’s extraordinary power.*! He describes the twenty-first-century world
as a three-tiered chessboard. On the top, military, board, the United States
is indeed overwhelmingly dominant. But on the middle, economic, board,
the United States is only one of several important players, along with the
European Union, Japan, and the quickly rising China. And on the bottom
board, transnational ties allow everyone from bankers to terrorists to act
largely outside any government’s immediate control. The United States
retains enormous influence and has the power to lead, but it cannot shape
the world entirely to its liking.

Patterns of Cooperation

Even though systematic leadership of the kind that created the post—World
War II institutions is lacking, sustained cooperation does take place, institu-
tionalizing itself in all sorts of ways. Some consist of direct cross-border col-
laboration among government officials who have the same jobs. Supreme
Court justices from different lands are researching one another’s decisions as
precedents and meeting to discuss how to promote judicial independence
and the rule of law; regulators of all types are collaborating informally or
concluding good-faith “memoranda of understanding” on how they will
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cooperate to achieve their similar ends.*? Sometimes these collaborations
merely help government officials do their jobs, as when law enforcement
agencies share information about terrorists or organized crime syndicates.
But sometimes they set rules, as when the central bankers of the world’s big
economic powers met in the Basel Committee on Banking Supervision in
1988 and agreed on capital adequacy requirements for all the banks they
supervise.’3

Much intergovernmental cooperation, however, takes place under the
auspices of intergovernmental organizations (IGOs) that governments have
created. These include everything from the sprawling United Nations sys-
tem, with its multiple agencies and agendas, to the International Hydro-
graphic Organization, established in 1921 to promote safety in navigation
and protect the marine environment.*® Many are highly controversial.
Indeed, intergovernmental organizations seem to arouse a visceral reaction
wildly disproportionate to their actual power. They draw the attention of
everyone from one-world idealists to black-helicopter conspiracy theorists.
They do have some degree of power, of course, and have done both good and
harm, but they are neither saviors of humanity nor villains about to deprive
the masses of life and liberty.

On the plus side, intergovernmental organizations are useful tools to help
their member governments cooperate in ways that benefit everyone or at
least leave no one worse off.#> By monitoring compliance with international
agreements, these organizations can help reassure states that others are not
getting away with free riding. And by serving as a central point for collect-
ing and disseminating information among states, they lower the costs of col-
lective action and thus make cooperation more likely.

These dull and dry tasks are a big part of what these organizations do.
Most international organizations are fairly boring bureaucracies plugging
away at making the international system work. Globalization would not be
possible without the rules of the road administered by an alphabet soup of
organizations. If you want to take a plane flight overseas, you owe thanks to
the International Civil Aviation Organization, and if you have pen pals
abroad, you should be similarly grateful to the Universal Postal Union. This
is pretty uncontroversial stuff, akin to making rules about which side of the
road people should drive on. Most people do not much care which rule is
chosen as long as some rule is.

Also on the plus side is the capacity of some intergovernmental organiza-
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tions to exploit whatever wiggle room governments allow them in order
to promote the global public good. The United Nations Environment
Programme, for all its many problems, probably saved many of us from gal-
loping cases of skin cancer by catalyzing formal and informal negotiations
on ozone depletion (see chapter 8). These organizations also tend to be the
keepers of the world’s statistics, a not inconsiderable source of power. Peo-
ple are much more likely to talk about and take action on problems that
seem precisely measured. The United Nations Development Programme
created the Human Development Index to measure how well people are
living. It provides an alternative to standard gross national product figures,
which show only how much total economic activity is being generated in a
country. Since economic activity can be destructive (clear-cutting of
forests) or so skewed that most people do not benefit, an alternative was
badly needed to provide understanding of whether humanity was in fact
making material progress. The Human Development Index uses measures
of longevity (life expectancy), knowledge (adult literacy and years of
schooling), and economic standard of living to help provide that under-
standing. ¢

But that wiggle room does not amount to much in the way of independ-
ent power. Not only does the United Nations lack the black-helicopter fleet
that conspiracy theorists claim it will use to subjugate all of humanity; it has
no military resources at all. Every time the Security Council’s member gov-
ernments vote to require the United Nations to step in to stop a genocide or
separate combatants, a wild scramble ensues as the Secretariat phones
around the world, begging governments to spare a few troops for the exer-
cise. Most intergovernmental organizations are similarly starved for resources
to do the jobs their member governments have told them to do. It is true
that these bureaucracies, like all bureaucracies, often entangle themselves in
internal turf wars and budget disputes, becoming ineffective and inefficient.
But given that no one has yet invented a perfect way to run a bureaucracy,
such inefficiencies seem to be the inevitable and generally acceptable cost of
attempting to act cooperatively.

There is a far bigger problem undermining the effectiveness and indeed
the legitimacy of some intergovernmental organizations. Not all govern-
ments have equal roles in creating and running them. The highly visible
protests around meetings of the World Trade Organization, the World Bank,
the International Monetary Fund, and others reflect increasingly widely held
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views that these organizations not only reflect the global distribution of
power but exacerbate it. Essentially, they are clubs of, by, and for the world’s
most powerful governments.

Why would less powerful governments join and stay in these organiza-
tions unless they saw real benefits to their membership? After all, it costs at
least something in the way of time and money to send dues and representa-
tives to participate in these institutions. And governments are not being
coerced to join at gunpoint.

The answer, as political scientist Lloyd Gruber puts it, is that the less
powerful governments “know the supranational arrangements they dislike
are perfectly capable of functioning without them.”” The bigger powers,
such as the United States, European countries, and Japan, have a go-it-alone
ability to write the rules for the world to their own satisfaction, even if that
leaves other countries worse off than before. In such cases, joining organiza-
tions and signing on to global agreements become defensive ploys to mitigate
the damage.

Do these organizations actually operate as clubs? In some cases, the
answer is clearly yes. At the World Bank and the International Monetary
Fund (IMF), voting power is allocated according to monetary contribution.
The United States (with 17.20 percent of the votes) alone can block the
most important decisions at the IME which require an 85 percent superma-
jority. Ten industrialized countries known as the Group of Ten (G-10) have
52 percent and thus can outvote the other 172 members.*® The IMF was not
designed to be so one-sided. It originally had only 29 members, mostly
industrialized countries, and it played the relatively technocratic role of pro-
viding loans to members that were having trouble defending their fixed
exchange rates. But now that the IMF’s membership and influence have so
drastically expanded, its structure raises serious questions about its account-
ability to the people affected by its actions.

The World Trade Organization (WTO) is ostensibly more egalitarian,
with all of its 140-plus member countries entitled to equal voice. But the
ability to exercise that voice varies widely.*” Haiti, with 7 million people, has
just one man in its delegation to the World Trade Organization—which
makes Haiti better off than the 28 WTO member countries that cannot afford
to keep even a single permanent representative at the WTO’s Geneva head-
quarters. That one Haitian representative has the unenviable task of trying to
attend the often simultaneous meetings of more than thirty WTO commit-
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tees, subcommittees, and working groups. Japan, by contrast, has twenty-
one diplomats and lawyers permanently on hand, supported by secretaries,
technicians, and drivers. The rich countries also have large, well-funded
trade bureaucracies at home to support their international teams.’® And the
WTO Secretariat has been kept too small and poor to provide all that much
in the way of technical assistance, with a staff of only about 500 and an
annual budget of about $80 million.

Such difficulties stem from a common conundrum that pops up in many
efforts at governance. It is called the principal-agent problem. The princi-
pal—agent problem is a simple idea. One important way of overcoming col-
lective action problems is for the group that has the problem to appoint an
agent to solve it. That is what governments are—agents for the citizens.
Managers of publicly owned corporations are the agents of the stockholders.
But then the group, the principals, must make sure the agent is acting to
serve the interests of the principals rather than those of the agent.

The principal-agent problem with intergovernmental organizations is
particularly tricky. We know who the agents are in these cases. But who are
the principals? These are, after all, intergovernmental organizations, estab-
lished by and under the control of national governments. As just discussed,
governments have wildly varied capabilities to exercise that control. Yet even
if all governments were equal, the problem would not be solved.

The ultimate “principals” for intergovernmental organizations are not
governments—they are the citizens those governments are supposed to rep-
resent. To the degree that governance gets done through such international
institutions, they depend for their effectiveness, and arguably for their moral
right to exist, on a broad sense among the world’s peoples that they are act-
ing appropriately. Look, for example, at the Charter of the United Nations.
It does not say “We the governments of the world”; it says “We the peoples
of the world.” The World Bank may have been constituted by national gov-
ernments, but its avowed goal is to help the world’s poor, a group often ill-
served by national governments. Governments have been known to use
World Bank funds in ways that are not in the interests of their citizens.
Those citizens on occasion complain loudly and clearly to the Bank about
those misuses. Is the World Bank then answerable to the affected citizens or
only to their governments—the supposed agents of those citizens? And what
are citizens of relatively powerless countries supposed to do when more pow-
erful governments create and enforce rules to which they object?
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All these complications give one pause when thinking about how to use
these institutions to improve global governance. How much power do we want
international organizations to have? Do we want intergovernmental organiza-
tions to use enforcement capabilities, such as loan conditionality or the ability
to authorize trade sanctions, in support of such goals as labor and environmen-
tal standards? Given the current inequities in institutional structures and prac-
tices, such steps seem a long way from democratic voice and accountability.

The problem is that when decision making reaches the rarefied level of
intergovernmental organizations or even informal multilateral rule making,
the threads of democratic accountability can be stretched very thin. It is
often hard to see such decision-making systems as means by which the peo-
ple of the world, through the instrument of their freely chosen governments,
resolve their common problems. Often, they are means by which major
powers—which may or may not be reflecting the wishes of even their own
peoples—set the rules for everyone. Accountability to the general public is
at best indirect, and often, for all intents and purposes, it does not exist at
all. In the words of political scientist Robert Keohane, “If the terms of mul-
tilateral cooperation are to reflect the interests of broader democratic publics
rather than just those of narrow elites, traditional patterns of delegation will
have to be supplemented by other means of ensuring greater accountability

to public opinion.”!

What the Future Holds

All this adds up to an explanation of why a lot of thoughtful people hold
somber views about humanity’s future. It is not that we face some inevitable
Malthusian tragedy. It is that the mechanisms we have put in place to deal
with large-scale collective action problems seem so thoroughly inadequate
when matched up against the scale of the problems. National governments
face serious constraints. Where states are entrenched, their citizens expect
the state to provide a large and growing number of collective goods. Where
states are still being formed, they face enormous obstacles to the consolida-
tion of their authority. For all states, some of the biggest threats to the secu-
rity and well-being of their inhabitants come from outside their borders and
are largely beyond their control. And all states face the prospect of steep
declines in future revenues as economies become more virtual and less terri-
torial and as their citizens become less nationalistic in their loyalties.
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National governments will find that they are expected to meet growing
demands for collective action to resolve transnational problems. They will
frequently fail for a variety of reasons: lack of resources, a tendency to
address urgent rather than incremental demands, lack of effective national
institutions able to channel political participation, and incommensurability
of the scale of the problems with the scope of national authority. Coopera-
tion among states will not pick up the slack. Many states are currently unable
to handle the onerous burden involved in negotiating, implementing, and
enforcing the wide range of international agreements that would be needed,
even if all states were willing to try. That leaves the bulk of global decision
making to the handful of rich and powerful countries.

Does this mean we should throw up our hands in despair over human-
ity’s future? No. It does require, however, that we seriously rethink what gov-
ernments ought to be doing and how they cooperate. (We also need to think
about the involvement of nongovernmental actors, but that is the subject of
the next two chapters.)

There is no simple way to overcome the inadequacies of most national
governments or the relative unaccountability of many intergovernmental
organizations, no easy answer to the principal-agent problem that plagues
any system of governance beyond small-scale direct democracy. But there is
a way to give things a big push in the right direction.

To the degree that democracy and accountability exist in the world, they
exist largely at the national level. Democratic countries have electoral sys-
tems. They also have civil society groups that provide channels for citizen
input between elections. But their citizens rarely have access to the informa-
tion they need to hold government officials fully accountable and to express
informed opinions on what those government officials should be doing. Ever
since democracies were first designed, their designers have grappled with that
problem. One of the framers of the Constitution of the United States, James
Madison, wrote: “A popular Government, without popular information, or
the means of acquiring it, is but prologue to a farce or a tragedy, or perhaps
both. Knowledge will forever govern ignorance; and a people who mean to
be their own governors must arm themselves with the power which knowl-
edge gives.” Such sentiments are not confined to U.S. shores. Article 19 of
the Universal Declaration of Human Rights, signed by almost all countries,
explicitly recognizes the right to “freedom of opinion and expression: this
right includes freedom to hold opinions without interference and ro seck,
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receive, and impart information and ideas through any media and regardless of
frontiers” (emphasis added).

A vast array of citizens' movements began seizing on such principles in
the 1990s, trying to force information out of recalcitrant governments. At
the beginning of that decade, only a few countries (notably Sweden, Finland,
and the United States) had laws in place enabling citizens to demand disclo-
sures. But over the decade, those demands grew. Many occurred in countries
that were trying to make the transition from autocracy to democracy, partic-
ularly in central and eastern Europe. But many arose in countries long seen
as well-established democracies, such as Britain and Japan, good at holding
elections but not necessarily as good at keeping their citizens informed. Oth-
ers arose out of extraordinary acts of determination on the part of some of
the world’s most marginalized people.

India’s National Campaign for People’s Right to Information, for
example, was born in the mid-1990s in a mostly illiterate village in the
state of Rajasthan, where the villagers had managed to get hold of local
government accounts and were holding a public reading. As described by
a professor from Delhi who had been invited to attend, the reading took
place in the scanty shade of a roofless unfinished building in 120-degree
heat:

First came the muster roll, the list of names of those paid to
work on the various road repair and building projects in the
area. Everyone listened solemnly until about the fourth name,
when chuckling broke out. The Delhi professor looked puz-
zled until someone explained that the person named had died
three years before—"dead souls” littered the muster roll. Then
the reader started on expenditures made: “30,000 rupees
[about $800] to repair the roof of the school.” The villagers

guffawed: “This is the school building that we're sitting in!”?

By the turn of the millennium, some forty countries had freedom of infor-
mation provisions in place or under debate in the national legislature. Many
are not well implemented, and of course most countries still lack such pro-
visions altogether. But the trend is encouraging.

Like national governments, intergovernmental organizations have been

under severe pressure to join the transparency parade. Their rhetoric has
become most impressive as their staffs vie to outdo one another in proclaim-



86 THE COMING DEMOCRACY

ing their devotion to disclosure. But the new dedication to disclosure does
not always extend to the member governments that control them.

Until recently, both the World Bank and the IMF were highly secretive,
releasing virtually no information to the general public and sometimes not
even telling their member governments everything about their policies and
operations. When they negotiated loans with governments of poor coun-
tries, there was often no one present from those governments other than
finance ministry officials and perhaps one or two people from the central
bank. Not only were documents not published, they were often not provided
to national parliaments or to officials in other government agencies, even
after the loans were disbursed.

Not surprisingly, that kind of secretive decision making led to some very
problematic policies and programs. Even the World Bank’s own policies on
subjects such as environmental protection and resettlement of displaced peo-
ples were routinely violated in the projects it funded. The so-called structural
adjustment lending, provided to help countries restructure their economies,
was at least as bad, with the World Bank and the IMF imposing all sorts of
conditions about how countries must run their economies. This represented
an extraordinary loss of democratic power for the principals—the citizens—
of those countries. In response, a whole host of civil society networks rose up
to demand changes. And high on the list of demands was access to docu-
mentation about those projects and programs. Under intense pressure from
a wide range of civil society groups, not to mention threats of funding cut-
offs from the U.S. Congress, in 1989 the World Bank established a disclo-
sure policy. For every project, it now releases a Project Information Docu-
ment, and it also makes available various other documents. This is definitely
progress, although many of those Project Information Documents are as
notable for what they leave out as for what they include.

But the Bank still has far to go. In 2000, it revised its disclosure policy,
and in the process the brass knuckles came out on both sides. On one side
were a few governments and a great number of activists. They claimed that
since the poor are the ostensible beneficiaries of World Bank loans and many
IMF loans, and since national governments frequently do a very poor job of
keeping their citizens informed, it is morally indefensible for the World
Bank and the IMF to keep information about those loans secret. The prob-
lem is that the institutions attach conditions to many of their loans, condi-
tions that essentially dictate how countries may run their economies. Many
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of those conditions have been highly intrusive, telling a country’s leaders
which companies to privatize, sometimes which individuals to fire, and so
on. The recipient governments have little choice about accepting the condi-
tions. Even though private capital flows now dwarf the size of the loans the
World Bank and the IMF can offer, private creditors use those loans as a
kind of Good Housekeeping Seal of Approval. Only when the World Bank
or the International Monetary Fund signs off will other creditors fork over.
And for the very poorest countries, Bank and Fund loans and other govern-
ment aid remain essentially the only source of foreign capital.

Yet the negotiations were conducted in secret. Members of Parliament
were sometimes unable to get access to the terms of the loans, even when
they had to vote to approve the loans. They did approve the loans—their
countries need the money—but not much democratic consent was rendered.

On the other side of the World Bank’s transparency debate were many
governments. Not surprisingly, the world’s more repressive governments are
singularly unimpressed by claims that they have a responsibility to be held
accountable. But resistance also arose from a number of democracies, partic-
ularly the democracies of large developing countries such as India and
Argentina. They argued that releasing sensitive information during loan
negotiations could spook markets, driving off private creditors. And, more
emphatically, they claimed that information would be used by the opposi-
tion for political purposes. Quite possibly they were right. That is, after all,
the essence of democratic politics—open competition of ideas.

How much difference can stronger national and global transparency
policies really make? In part, they can permit after-the-fact accountability.
If people in intergovernmental organizations know that outsiders will know
what they have done, presumably they will try hard to do things that will
be publicly acceptable. This is the basic idea of representative government:
you let your agents make the decisions, but then you get to evaluate your
agents’ performance and force changes, or change agents, if you do not like
the performance.

But there is a broader purpose behind the many calls for greater trans-
parency on the part of intergovernmental organizations, particularly the most
powerful ones, such as the World Bank, the IMF, and the WTO. That is to
make it possible for interested people to participate in the decision-making
process. For those who believe that governments are not adequate transmission
mechanisms between citizens and intergovernmental organizations, such
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direct participation is a key means of overcoming the principal-agent problem.
When governments undertaking policy decisions must seek the approval of
intergovernmental organizations before that of their own citizens, the assertion
that citizens of developing countries enjoy adequate representation becomes
difficult to sustain.

Thus, the World Bank, the International Monetary Fund, and others are
talking about the need to involve citizens and nongovernmental organiza-
tions in open discussions of policy and projects. Civil society groups are
demanding the same level of voice in other institutions, such as the World
Trade Organization. But progress has been limited. The World Bank touts
its greatly increased participation levels, but it turns out that the Bank is talk-
ing about involving local people in the implementation of projects that are
supposed to benefit those people. They are still not allowing much public
participation in the design of projects, and nobody is doing much to encour-
age public involvement in policy debates.

In short, some—but not most—national governments are opening up in
recognition of their citizens’ essential right to know, and some intergovern-
mental organizations are similarly heeding calls for greater transparency and
broader participation. But progress remains slow. In any case, governments
and the organizations they create to foster cooperation among themselves are
not the only players on the global stage. The next chapter turns to another:
the private sector.
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It must have seemed like such a good idea at the time. It was the 1980s.
American corporations were vastly expanding their global reach while suffer-
ing intense and unaccustomed pressures from corporate raiders at home as
well as competitors overseas. The chief executive officers (CEOs) of some of
America’s largest companies were getting tired of losing out on potential
profits overseas, where their patents and copyrights were regularly ignored or
violated. It probably seemed quite reasonable to turn to the United States
government for help in protecting their “intellectual property.” The corpo-
rations succeeded—all too well.! By the time the dust began to settle, they
had found themselves vilified as callous profiteers willing to condemn mil-
lions to a miserable death for the sake of filthy lucre.

Intellectual property includes an enormous range of intangible products,
from copyrighted computer software to patented pharmaceuticals—all the
trademarks, patents, copyrights, and trade secret protections that compa-
nies rely on to earn a return on their investments in making those products.
Like all property, the intellectual sort is defined by legal rules about who has
control, on what terms, and for how long. But intellectual property is eas-
ier to steal than is the physical kind. If someone were to break into a
Microsoft Corporation warehouse and take 1,000 boxes of Microsoft Word
programs, the company would be likely to notice. However, if someone
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made 1,000 copies of the software and sold the copies in China, Microsoft
might never find out.

Because American firms are the leading corporate creators of intellectual
property, as global economic integration blossomed in the 1980s they found
themselves particularly vulnerable to such losses. Arguing that foreign pirates
were depriving them of royalties, the CEOs of such major companies as
International Business Machines Corporation (IBM) and Pfizer Inc. lobbied
the U.S. government hard to make other countries start enforcing those
property rights. The government was more than receptive to their argu-
ments, threatening to impose trade sanctions on countries that failed to
crack down.

By the mid-1980s, the Office of the United States Trade Representative
was asking U.S. corporations to help get intellectual property protection
included on the agenda of the upcoming Uruguay Round of international
trade negotiations. At that point, companies in the other major economies
(Canada, Europe, and Japan) were paying little attention to the issue, so
their governments were under no pressure to reach an intellectual property
agreement. The corporations based in the United States set out to create that
pressure. In March 1986, a dozen major U.S. corporations with strong inter-
national connections came together to create the Intellectual Property Com-
mittee (IPC).? Over the next six months, the IPC met with the major indus-
try associations in Europe and Japan, persuading them to lobby their
respective governments in favor of an intellectual property component of the
upcoming round of the General Agreement on Tariffs and Trade (GATT).
The lobbying paid off. When the Uruguay Round opened, in September
1986, just six months after the formation of the IPC, the governments of
Europe and Japan joined the United States in supporting an intellectual
property agreement.

As the Uruguay Round dragged on through the next several years, the so-
called TRIPS Agreement (Agreement on Trade-Related Aspects of Intellec-
tual Property Rights) became a major bone of contention. Developing coun-
tries hated the idea, arguing that TRIPS would impose heavy enforcement
costs and would force poor countries to pay more than they could afford for
essential goods such as medicines. But in the end, the corporations got most
of what they wanted. TRIPS requires governments to protect intellectual
property rights. It permits long-term patents, so patent holders are protected
from competition for as long as twenty years.? It puts the burden of proof on
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alleged infringers of patents to show that their processes are different from
those protected by a patent, imposing high legal costs on defendants.* The
developing countries had to be satisfied with a provision giving the poorest
of them ten years to phase in implementation of the rules.’

If the story ended there, it would be a familiar account of the rich and
powerful writing rules to further their own interests. It is hardly new for big
business to have a big influence on global rules. But subsequent years saw
unexpected twists and turns.

What to pharmaceutical companies is intellectual property, to sick peo-
ple around the world is the knowledge, transmuted into lifesaving drugs,
that can end their woes. Because the generation of that knowledge is increas-
ingly determined by the marketplace, it is highly skewed. Most medical
research funds are applied to the diseases of rich people. The diseases of
poverty—tuberculosis, malaria, and the like—get short shrift. Profit-secking
firms have little incentive to come up with medicines that will mostly help
people who cannot pay. But one disease strikes rich and poor alike: acquired
immunodeficiency syndrome, or AIDS. And while AIDS victims in the rich
countries began benefiting from very expensive, patent-protected medicines
that literally saved their lives, those in poor countries became grim statistics
in an ever-mounting death toll, now in the tens of millions.

By any definition, AIDS constitutes a medical emergency. And TRIPS
does allow for exceptions to its stringent protections of intellectual property.
Most notably, in cases of medical emergency, countries can issue “compul-
sory licenses” allowing local firms to produce needed medical drugs even if
foreign companies hold patents on those drugs. But in practice, poor coun-
tries that have tried to take advantage of such provisions found that their
emergencies were somehow deemed less critical than they appeared to those
who were dying.

In 1997, Nelson Mandela, then president of South Africa, signed into
law the Medicines Act to ensure that the government could manufacture or
import affordable generic drugs so as to improve access to medicines for the
human immunodeficiency virus (HIV) and AIDS. Some forty international
drug companies swiftly filed suit to block implementation of the law, claim-
ing that it violated both the South African constitution and the TRIPS
Agreement.® Thailand tried to take advantage of the TRIPS exceptions to get
cheaper access to an HIV medicine that costs more than the average Thai
income.” But the Bristol-Myers Squibb Company, a U.S. company, holds a
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twenty-year patent on that medicine, and the U.S. Trade Representative
threatened trade sanctions against Thailand if it persisted.®

But the governments and companies turned out not to be the only play-
ers in this game. Nonprofit and advocacy groups in Thailand and abroad
began rallying against what they perceived as unfair pricing and patenting
policies for vital AIDS medicines, generating massive publicity.” The South
African legal case soon became the focus of global opprobrium. An interna-
tional humanitarian group called Doctors Without Borders launched a
“drop the case” campaign, uniting with numerous human rights and advo-
cacy organizations worldwide to accuse American pharmaceutical firms of
participating in a “new global apartheid.” They did not find it difficult to vil-
ify the corporate lawsuit: in the more than three years that the legislation lin-
gered in the South African courts, more than 400,000 South Africans died
of AIDS, and the disease became the country’s leading cause of death. At the
same time, Oxfam International launched a campaign to pressure Glaxo-
SmithKline, the world’s largest drug manufacturer, to provide necessary
medicines at affordable prices to poor countries.!”

The drug companies buckled. In April 2001 they dropped their legal
challenge to the South African Medicines Act, even volunteering to pay the
government’s legal costs.!! They also responded to a call by United Nations
secretary-general Kofi Annan for private sector participation in the global
response to AIDS. Five major firms (Boehringer Ingelheim, Bristol-Myers
Squibb, Glaxo Wellcome, Merck & Co., and E Hoffmann-La Roche & Co.)
announced that they would work on innovative ways to ensure care and
treatment for those suffering from HIV and AIDS.'* Glaxo handed over the
rights to its AIDS medicines to a South African generic drug company.'?
Merck & Co. took the lead in providing HIV-fighting drugs to eight poor
Caribbean countries at heavily discounted prices.! Merck then announced
it was cutting the price on two of its AIDS drugs. Brazil’s health minister,
Jose Serra, commented, “The price offered [was] lower than what we would
get by breaking the patent and producing the drug in the country.” The dis-
count saved Brazil $38 million per year."”

TRIPS essentially constituted global policy made by the heads of a dozen
major U.S. corporations to serve their commercial interests. These corpora-
tions worked legally through their designated political authorities. They did
not set out to do harm or to provoke a global controversy. They continue to
argue vehemently that protecting intellectual property is the best way to
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ensure that more intellectual property—such as new and better medicines—
will emerge. The chair of the German pharmaceutical giant Boehringer
Ingelheim argued that “more flexibility [a code word for less stringent patent
protection] in TRIPS would be disastrous for continuing investment in
research and development on AIDS.”'® And the director-general of the
International Federation of Pharmaceutical Manufacturers Associations,
Harvey Bale, contended that easing up on implementation of TRIPS could
enable governments to abuse drug patents by declaring national health emer-
gencies when none existed.!” But such arguments are bound to look callous
compared with the immediate reality of dying babies and decimated popu-
lations. And the fact that the corporations’ behavior was perfectly legal
proved no protection in the court of public opinion, which eventually won
the day. At the 2001 ministerial meeting of the World Trade Organization,
governments agreed to take more seriously the health exemptions contained
in the TRIPS Agreement.!®

The pharmaceutical corporations learned a painful lesson that is now reg-
istering with many other businesses. The TRIPS case is only one of the dra-
matic conflicts in which quite different conceptions of corporate rights and
responsibilities are competing for public favor. Many corporate leaders see
themselves as legally and morally obligated to strive for profits above all, with
some concern for employees and maybe a bit of corporate philanthropy
thrown in. Increasingly, however, corporations are being held to new stan-
dards of social responsibility that go far beyond legal requirements to enrich
shareholders and obey the rules governments make. But what exactly should
those standards be? And who should decide?

The private sector is both the beneficiary and target of an astonishing array
of new global rules promulgated by governments, civil society groups, and
businesses themselves. As the TRIPS case shows, those rules often emerge at
the behest of the private sector, which needs rules to establish and protect
property rights, to allow corporations to incorporate, to set technical standards
so that related products can work together, and to ensure that contracts are
enforced. Indeed, in a surprising number of areas (Internet governance, bond-
rating agencies, some insurance markets), businesses have supplemented or
even substituted for governments in the exercise of governance authority."”
The only thing worse for business than too many rules is no rules at all.

But many of the rules aim to rein in or even transform the private sector,
whose activities generate many of the problems governance is supposed to
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solve. Industrial activities cause much of the world’s pollution. Businesses
hire workers and want to spend as little money on them as possible, making
it necessary for someone to protect labor rights. Someone needs to ensure
that consumers get what they pay for and have redress if they do not. And
many people object strenuously to the prominent role corporations play in
shaping global rules such as TRIPS.

Now that socialism has demonstrated its inadequacies, few people are
seriously suggesting we eliminate such problems by eliminating the private
sector itself. However, the traditional counterpart to big business—big gov-
ernment—does not exist at the global level, and efforts to regulate business
by global intergovernmental conventions have failed. Instead, the fight over
the place of business in global governance is occurring largely in the realm of
corporate codes of conduct—supposedly voluntary mechanisms for improv-
ing business behavior by getting firms to agree to abide by stricter standards
of behavior than local law requires. Will they work?

The Short, Strange History of the Modern Corporation

Before getting to global regulations and codes, a quick look at just what cor-
porations are, and how they got to be so powerful, is in order. Corporations
are not, of course, the only kinds of entities that carry out for-profit activi-
ties. People can also organize themselves into family firms, partnerships, or
purely informal associations. But it is the corporation, particularly in its large
multinational guise, that most dramatically influences global rules and pro-
vokes the most consternation on the part of nonbusiness groups concerned
with global governance. One best-selling book, for example, is titled When
Corporations Rule the World*® Many of the more thoughtful protestors in
Seattle, Prague, and Genoa argued that they opposed not globalization itself
but the particular realities of “corporate-driven” globalization. The corpora-
tion matters to this discussion of global governance because, of all for-profit
entities, it is the corporation that has proven itself most capable of exercising
power on a large scale.

The basic idea behind the corporate form is simple: a group of people can
collectively create a financial entity that governments recognize as a legal
“person,” with finances separate from those of the individuals who created
it.”! And for thousands of years, governments have understood that concept
to be both economically useful and politically dangerous. In their masterful
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tome on the history of business and economic regulation, scholars John
Braithwaite and Peter Drahos quote an exchange between the Roman
emperor Trajan and Pliny the Younger:

Pliny: A great fire has devastated Nicomedia. Would it be in
order to establish a society of 150 firemen?

Trajan: No. Corporations, whatever they're called, are sure to
become political associations.**

Given that political sensitivity, it is perhaps not surprising that until
recently, corporations were very different from the animal we know today
as the pervasive organizer of economic life in most parts of the world.
Governments chartered them, but usually for quite specific purposes and
often with time limits attached. The British Empire chartered such corpo-
rations as the famed East India Company and Hudson’s Bay Company
to colonize much of the world. In the United States, state legislatures
granted charters to construct public works.?? The idea of a corporation as
a potentially immortal for-profit entity entitled to seek its profits in pretty
much whatever way it wants did not become widespread until well into
the nineteenth century. That was when the demands of industrialization
began to chafe against the size constraints of mere partnerships and family-
run businesses.

In the late nineteenth and early twentieth centuries, the railroads, steel
producers, and other great instruments of industrialization all fell under the
sway of monopoly firms. They created extraordinary wealth, not only for
their founders but arguably for society as a whole, through the vast
economies of scale they were able to realize. But their extraordinary power
had no checks. Unions were weak and in some cases were viciously repressed.
And the government elements that later came to balance big business often
supplied troops or police to do the repressing.>

The one counterweight available was our good friend transparency, in
the form of what came to be called muckraking journalism. A growing
number of mass-circulation magazines pounced on the opportunity to pro-
vide what American historian Jean Strouse calls a “literature of exposure” to
an American public that was increasingly worried about the massive new
firms.?> A flood of exposés spurred the U.S. government to enact a spate of
anti-trust legislation.
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These reforms, which aimed to preserve competition, were not, of
course, the end of the struggle over corporate power. The International
Labor Organization, established in the aftermath of World War I and Rus-
sia’s Bolshevik Revolution, was intended to fend off social upheaval by
providing a legitimate channel for workers’ protests. In the 1930s, under
the agonizing social pressures of the Great Depression, the United States
undertook reforms to protect workers and citizens from the vagaries of
unregulated competition. In Europe, unions became part of official govern-
ment decision-making bodies. The new burst of regulations that started in
the 1960s added a host of new requirements intended to protect con-
sumers, civil rights, and the environment.2°

There were attempts along the way to establish global rules regarding
cross-border business activities. When the victors in World War II set out to
design the postwar international economic order, they intended to include
some regulations concerning cross-border businesses. The treaty that would
have created the planned International Trade Organization contained provi-
sions to protect cross-border investment and to control restrictive business
practices. But the United States Congress decided not to ratify the treaty.
International trade instead fell under the aegis of the much less ambitious
GATT, and no overarching international regulatory system governed the
activities of international business.?’

In the early postwar era, big American corporations came to dominate
not just the domestic market but also the outside world. With the European
and Japanese economies in ruins and the rest of the world too poor to offer
much competition, for several decades American corporations had the field
pretty much to themselves. Not surprisingly, that unchecked power cor-
rupted some of its wielders, apparently leading some corporate executives to
believe they were entitled to do virtually anything to advance their corporate
interests.

From 1963 to 1973, International Telephone and Telegraph, Inc. (ITT)
was preoccupied with more than just telecommunications. Developing
countries had a habit of nationalizing private companies in key industrial
sectors. In 1964, I'TT was particularly concerned with its majority interest
in the Chilean Telephone Company because Salvador Allende was running
for the presidency under campaign promises to bring such service industries
under Chilean ownership. Fearing an Allende-led Chile, ITT and other U.S.
corporations with Chilean holdings approached the Central Intelligence
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Agency with a proposal to provide campaign funds to the Christian Demo-
cratic Party, the party in opposition to Allende. Because it was official U.S.
policy during that time not to support—however clandestinely—any politi-
cal party in Chile, the CIA declined ITT’s offer.”®

Allende lost the 1964 election, but in 1970 he ran again. ITT funneled
funds both to Jorge Alessandri, Allende’s main opponent in the 1970 elec-
tions, and to the National Party. ITT eventually spent $350,000 on its anti-
Allende political campaign, and assorted other U.S. companies contributed
about the same amount. The CIA apparently learned about this “campaign
assistance” but did not contribute to it. In fact, the CIA rejected ITT’s offer
to give the CIA $1 million to influence the election.

After Allende won the 1970 election, the CIA changed its tactics: politi-
cal involvement was then more than permitted; it was welcomed. The CIA
began actively seeking out ITT for more integral involvement in the U.S.
government’s policy of placing political and economic pressure on Chile. ITT
responded by pouring money into a known anti-Allende publication, £/ Mer-
curio; this propaganda campaign continued even after Allende took office.

In 1972, relying on leaked documents, U.S. newspaper columnist Jack
Anderson exposed ITT’s shenanigans. Such brazen corporate infringement
on national sovereignty spurred developing countries to fight back in the
only way they knew—through the United Nations. In 1974, the United
Nations established the Center on Transnational Corporations and began
negotiations on a code of conduct for multinational corporations. The code
would have laid out standards requiring companies to respect national sov-
ereignty and human rights, disclose information about their operations, and
generally redress what many governments saw as an imbalance of power
between the corporations and themselves.” In that same decade, the Inter-
national Labor Organization issued its Tripartite Declaration of Principles
concerning Multinational Enterprises and Social Policy, and the United
Nations Conference on Trade and Development (UNCTAD, which despite
the name is an organization, not a conference) proposed codes on restrictive
business practices and on the transfer of technology. The rich countries,
home to the multinational corporations that wanted to fend off such global
regulation, fought back with a declaration issued by the Organization for
Economic Cooperation and Development (OECD, essentially the club of
rich countries) on international investment and multinational enterprise,
which would have established purely voluntary standards.*
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The rich countries, and the multinational corporations, need not have
worried. The various negotiations faltered in the changing climate of the
1980s. Ideology and technology changed. Developing countries stopped
nationalizing foreign firms and instead started encouraging them to invest.
Rich countries privatized their state-owned enterprises and eased up on reg-
ulation. By the 1990s, international discussions of the role of multinational
corporations tended to focus on expanding their rights—such as intellectual
property rights—rather than their responsibilities.

Corporations beyond Borders

At the same time international regulation was failing, the dominant U.S.
firms found themselves facing new competition from revitalized industries in
Europe and Japan, and firms from all parts of the world began to encounter
strong incentives to go global. Cheaper and better transportation and com-
munications technologies began making it easier and more profitable for
corporations to operate simultaneously in several countries, a trend with no
end in sight. Indeed, the new economies of scale are making it ever harder
for national-level operations to compete with global enterprises for anything
other than niche markets.’!

Technology, however, is only part of the reason corporations began
expanding massively beyond their accustomed national borders. Ideological
changes played a big part, too. Through much of the twentieth century, cen-
trally planned economies from the Soviet Union to China to Cuba saw gov-
ernment control of literally everything. And some of those countries initially
enjoyed great economic success—the Soviet Union industrialized extraordi-
narily quickly. Between that and the searing experience of the Great Depres-
sion, which convinced governments that markets could not be trusted, even
free market governments around the world operated vast swaths of their
economies directly, owning everything from mining companies to energy
utilities to telephone companies.

In the 1980s and 1990s, that changed. The Soviet model failed spectac-
ularly. And Ronald Reagan and Margaret Thatcher were in power, bringing
with them a mind-set strongly favoring the private sector over government.
Corporations became the beneficiaries of the late twentieth century’s ideo-
logical shift from favoring government as economic arbiter to seeing market
forces as the road to prosperity. The resurgence of pro-market fervor led to a
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massive wave of privatization of the enterprises governments had owned.*
Many of the newly private operations were snapped up by foreign buyers. As
countries started worrying less about capturing territory and more about
capturing global market share, their attitudes toward foreign-based corpora-
tions changed. Governments of poor countries now seek out the investment,
technology, and managerial expertise multinational corporations can bring.
Formerly viewed as exploitative agents of neo-imperialism, these corpora-
tions are increasingly seen as much-needed providers of capital, technology,
management skills, and access to export markets.*

Not only are there more multinationals; some of them are much bigger.
Deregulation in both the rich countries and emerging markets has laid the
groundwork for a vast wave of mergers and acquisitions, creating sometimes
enormous corporations. At first glance, the mega-mergers and acquisitions
of the 1990s (such as Exxon and Mobil in the oil industry, Travelers Group
and Citicorp in finance, and Daimler and Chrysler in the automotive indus-
try), costing some $20 trillion, would seem to be creating the same kind of
enormous monopolies at the global scale that the United States faced nation-
ally a century earlier, when corporations so effectively squashed rivals that
competition essentially disappeared.®* Not only has the total value of world-
wide mergers and acquisitions soared since the 1980s—from a few tens or
hundreds of billions of (constant 1998) dollars in the early 1980s to several
trillions per year by the late 1990s—but by 1999 more than a trillion
dollars in such deals represented cross-border mergers and acquisitions.®

Only a handful of corporations are truly transnational entities lacking a
clear national base. But a much larger number engage heavily in cross-border
activities even if they have strong ties to one particular country. The figures
are impressive and growing. At the beginning of the 1990s, there were per-
haps 35,000 parent multinational corporations with about 170,000 foreign
affiliates.?® By the end of the decade, this had jumped to some 60,000 parent
companies with more than 500,000 foreign affiliates.”” These companies are
investing huge sums in foreign countries—some $300-$400 billion in for-
eign direct investment each year in the mid-1990s.® All that accumulated
investment pays off in market share. More and more of what the world buys
is sold by transnational companies, which are reorganizing the production of
goods and services, making production global rather than merely national in
structure. Parent companies and foreign affiliates together accounted for one-
quarter of global output in 1998.%
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Can Colossus Be Constrained?

Does economic size translate into political power? Can national govern-
ments make these elephants abide by national rules and regulations? The
problem is more subtle than the old danger of monopolies overcharging con-
sumers. Because the corporations are competing at the global rather than
national level, they still may well face enough competition to keep them eco-
nomically efficient. But governments find it increasingly difficult to rein
them in. Mega-banks cannot be allowed to fail because their failure could
cause the collapse of the global financial system. The huge amount of
resources available to mega-companies dwarfs the resources of prosecutors,
making legal control difficult—not to mention that it would take one whop-
ping big fine to constitute a serious penalty to companies with such enor-
mous revenue.?

Sheer size, however, is only one of the factors that make it increasingly
difficult for governments to control corporate behavior. At least as important
are global changes in the ways goods are produced. Many relatively small
companies, such as Nike, Inc., contract with suppliers in far-flung parts of
the world. Big companies do the same—Disney reputedly has some 300,000
separate suppliers. In these cases, a company with a brand name, such as Levi
Strauss & Co. or Wal-Mart, effectively controls a long chain of frequently
shifting suppliers based primarily in low-wage countries. The “branded”
companies control much of what the supplier does: what product quality
standards and schedules must be met, what products will be produced. But
for the most part, control over such matters as working conditions in and
environmental spillovers from those suppliers’ facilities remains in the hands
of the national governments where those suppliers are located. Since enforce-
ment of labor and environmental standards in those low-wage countries is
often, to put it mildly, less than fully effective, this pattern of production
enables firms in rich countries to reap the benefits of low production costs
without paying attention to the associated social costs.

Even at the national level in countries with well-established regulatory
systems and effective courts, a determined company can flout the law exten-
sively. Some eventually get caught, but only after doing extensive damage. In
the United States, the Louisiana-Pacific Corporation was recently assessed
the largest criminal fine in the twenty-eight-year history of the Clean Air
Act. The company employs approximately 13,000 people in the United
States, Canada, and Ireland and grossed $2.49 billion in sales in 1997.4! The
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corporation pleaded guilty to eighteen felony charges and agreed to pay $37
million in penalties and $5.5 million for criminal violations of the Clean Air
Act. Moreover, the corporation was fined an additional $31 million for other
offenses including doctoring reports, tampering with monitoring equip-
ment, and lying to inspectors. The company was also ordered to donate
$500,000 to environmental groups.?

The corporation was caught only because a former supervisor filed a law-
suit against the company alleging that he had been fired because he refused
to tamper with one facility’s pollution-monitoring equipment.*> That is a
rather haphazard way to catch a company responsible for such egregious
offenses with such significant potential costs to human health, but federal
and state environmental regulators cannot possibly supervise closely the vast
array of firms operating in the United States.

If ensuring that companies behave themselves is difficult in the rich
countries, with their well-developed legal, regulatory, and political institu-
tions, it does not take much imagination to see how much more harm mis-
behaving corporations could do elsewhere. In other parts of the world, com-
plaints abound of human rights abuses and environmental devastation on
the part of large multinationals:

* In 1998, a union official in Honduras, Medardo Reyes, was murdered,
along with his son, after leaving a meeting at which workers employed
by the Standard Fruit Company (a subsidiary of the Dole Food Com-
pany) were organizing against the use of harmful pesticides. Even
though Reyes had received death threats warning him to abandon his
fight for workers’ rights, local police reports attributed the killings to
robbers. %

¢ Chiquita Brands International evicted 123 families from a plantation
in northern Honduras in April 1994, bulldozing all buildings and gar-
dens, on the grounds that the land was becoming infertile and no
longer produced commercially viable quantities of fruit. But the com-
pany then rented the land to so-called independent—that is,
nonunionized—producers.®

* Shell has come under widespread attack for its alleged connection to
Nigerian troops who committed serious abuses in the course of pro-
tecting Shell personnel and equipment. Shell paid transportation costs
and salary supplements to troops living outside their barracks, a prac-
tice Shell called normal. Although the company said it had no control
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over the troops, the New York Times reported that an internal memo-
randum indicated Shell specifically requested the “mobile” police, who
were locally known as the “kill and go” mob.%

In short, international regulation by governments, where it exists, mostly
addresses corporate rights (such as intellectual property rights) rather than
corporate responsibilities. Many national governments seem unable or
unwilling to ensure that national standards exist and are adequately
enforced. No matter how much corporations may complain (sometimes jus-
tifiably) about the heavy hand of government regulation, in the ongoing see-
saw between government and market, it is currently the market side, not
government, that predominates. Thus, it does not seem wise to rely exclu-
sively on government regulation, either national or by intergovernmental
agreement, to set the rules by which corporations will operate.

Because intergovernmental cooperation falls so short of what many peo-
ple think is needed to keep the private sector under a reasonable degree of
control, an extraordinary variety of nongovernmental groups dedicated to
filling the governance gap has sprung up. Activist groups are proving ever
more adept at shaming or coercing corporations into paying attention to
what the activists say are the broader social responsibilities of the private sec-
tor. And some in the corporate world seem to be listening.

Corporate Codes: Cover-Up, Tryout, or Buy-In?

In 1977, the Reverend Leon Sullivan undertook the task of helping to
dismantle South Africa’s notorious apartheid system. As an American, he had
lictle direct influence on South Africa, so he went after a more readily avail-
able target: the multinational firms based in the United States that had oper-
ations there. As first formulated in 1977, his Sullivan Principles merely
specified the workplace conditions American corporations should provide,
including integrated and racially unbiased employment practices.*” The
principles said nothing about making any broader commitment to social jus-
tice or to changing the overall South African system. Sullivan argued that the
principles were just a starting point, given that corporations would not yet
accept anything broader, and he did get a dozen major corporations to sign
on. In keeping with the ideas about the relative rights and responsibilities of
corporations and governments prevailing at that time, nobody thought it
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odd that Sullivan and the corporations first presented the principles to the
South African ambassador to the United States before implementing them.

The South African government had no objections to the Sullivan Prin-
ciples. Indeed, it welcomed them. The more dire alternative, promoted by
the Interfaith Center on Corporate Responsibility, based in the United
States, was corporate withdrawal until such time as the apartheid system
was dismantled.

Over the course of the next decade, as the South African government
became more bloodily repressive, U.S. universities and others began selling
off stocks of corporations that had operations in South Africa, and the Sul-
livan Principles became more demanding. In 1984, Bishop Desmond Tutu
won the Nobel Peace Prize, which gave global prominence to his campaign
for economic sanctions against the South African government, and in 1985
the South African Council of Churches called for foreign divestiture. With
more and more universities selling off stocks and hundreds of shareholder
resolutions demanding an end to corporate operations in South Africa, the
pressures were becoming intense. Many of the multinational corporations
that remained used their adherence to the Sullivan Principles as a defense,
arguing that they were doing everything they could to improve the situation
on the ground and that leaving would hurt the innocent most of all.

In 1985, Sullivan issued an ultimatum. South Africa had two years to do
away with its apartheid laws or he would disavow his own principles and
call for divestiture. He was not bluffing. In 1987, with apartheid still in full
bloom, he did exactly that. But in the intervening two years, business lead-
ers who a decade before would sign on only to principles approved by the
South African government found themselves calling for massive political
change. In March 1987, shortly before Sullivan gave up on his principles as
an instrument for ending apartheid, a new principle was added. It went far
beyond standards for corporate behavior in the workplace and community.
Instead, it called on the signatory corporations to use their influence to
press for the abolition of essentially all apartheid laws and practices—an
enormous change in the type of activity corporations believed themselves
entitled to undertake.

Having gone so far to change the way they saw their role in South
Africa, corporations soon faced pressures to change the way they saw their
role in the world. Other principles and codes of conduct began appearing
in the late 1970s, mostly among U.S. companies responding to waves of
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bad publicity from the ITT scandal and from revelations that companies
had been paying bribes overseas. Most were formulated after the U.S. Secu-
rities and Exchange Commission began investigating such payments,
followed by passage of the Foreign Corrupt Practices Act of 1977, which
banned overseas bribery.*

As the sheer scale of corporate cross-border activity blossomed, a new set
of campaigns emerged, aimed at demanding that corporations change their
practices on everything from workers’ rights to environmental sustainability.
By the 1990s, a new “corporate social responsibility” movement was in full
swing. Corporations began learning the hard way that failing to comply with
consumer and investor preferences about corporate behavior can be costly.
The chair and chief executive of Nike commented as follows when his com-
pany faced accusations of tolerating horrendous working conditions in its
manufacturing facilities:

It has been said that Nike has single-handedly lowered the
human rights standards for the sole purpose of maximizing
profits . . . the Nike product has become synonymous with
slave wages, forced overtime, and arbitrary abuse. I truly
believe that the American consumer does not want to buy

products made in abusive conditions.?’

The Nike example is no fluke. In response to such pressures, Nike and
other companies are creating codes of conduct stating that they will meet envi-
ronmental, labor, or human rights standards that go beyond what local laws
require. The codes are meant to protect companies’ reputations and to reassure
consumers that the products they buy come from environmentally benign
production processes in which workers enjoy decent working conditions.

Sometimes governments encourage the code-of-conduct trend. In the
United States, the White House set up the Apparel Industry Partnership,
which put forward a code of conduct setting standards for working condi-
tions applicable not only to participating companies but also to their foreign
contractors.”® The United Nations has established a code called the Global
Compact. Business associations have also gotten in on the act. In 1990, the
International Chamber of Commerce put forward its Business Charter for
Sustainable Development, which has since been signed by more than 2,500
companies worldwide.>!

But the big push for such codes has come from civil society organizations,
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whose intense public criticism of corporate behavior can, as Nike found,
drive away customers and investors if left unanswered. Their spotlight has
shone even on firms that consider themselves socially progressive: the Star-
bucks Corporation, faced with intense picketing by activists denouncing
conditions at the Guatemalan coffee plantations from which it purchases
beans, eventually issued a code of conduct and action plans for all its suppli-
ers.’? There is little doubt that the public protests had an effect. In April
2000, just days before a scheduled nationwide series of demonstrations, Star-
bucks agreed to sign on to a Fair Trade certification project to sell coffee
independently certified as having been bought from small farmers for a fair
price—that is, a price that enables the farmers to earn a decent living. Con-
sumers can now purchase Fair Trade certified coffee on request at any Star-
bucks outlet. The planned demonstrations were canceled.

Corporate codes of conduct may matter to everyone, not just to the cor-
porations relying on them to salvage reputations and sales. Indeed, they may
be essential to the future of globalization. United Nations secretary-general
Kofi Annan pleaded with corporate leaders at the World Economic Forum
in 1999 to enter into a “global compact of shared values and principles,
which will give a human face to the global market™:

Globalization is a fact of life. But I believe we have underesti-
mated its fragility. The problem is this. The spread of markets
outpaces the ability of societies and their political systems to
adjust to them, let alone to guide the course they take. History
teaches us that such an imbalance between the economic, social
and political worlds can never be sustained for very long.

The industrialized countries learned that lesson in their bit-
ter and costly encounter with the Great Depression. In order
to restore social harmony and political stability, they adopted
social safety nets and other measures, designed to limit eco-
nomic volatility and compensate the victims of market fail-
ures. That consensus made possible successive moves towards
liberalization, which brought about the long post-war period
of expansion.

Our challenge today is to devise a similar compact on the
global scale, to underpin the new global economy. If we suc-
ceed in that, we would lay the foundation for an age of global
prosperity, comparable to that enjoyed by the industrialized
countries in the decades after the Second World War. . . .
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National markets are held together by shared values. In the
face of economic transition and insecurity, people know that
if the worst comes to the worst, they can rely on the expecta-
tion that certain minimum standards will prevail. But in the
global market, people do not yet have that confidence. Until
they do have it, the global economy will be fragile and vulner-
able—vulnerable to backlash from all the “isms” of our post-
cold-war world: protectionism; populism, nationalism, ethnic
chauvinism, fanaticism and terrorism.

What all those “isms” have in common is that they exploit
the insecurity and misery of people who feel threatened or vic-
timized by the global market. The more wretched and inse-
cure people there are, the more those “isms” will continue to
gain ground. What we have to do is find a way of embedding
the global market in a network of shared values. . . .

Let us remember that the global markets and the multilat-
eral trading system we have today did not come about by acci-
dent. They are the result of enlightened policy choices made
by governments since 1945. If we want to maintain them in
the new century, all of us—governments, corporations, non-
governmental organizations, international organizations—
have to make the right choices now.

We have to choose between a global market driven by cal-
culations of short-term profit, and one which has a human
face. Between a world which condemns a quarter of the
human race to starvation and squalor, and one which offers
everyone at least a chance of prosperity, in a healthy environ-
ment. Between a selfish free-for-all in which we ignore the fate
of the losers, and a future in which the strong and the success-
ful accept their responsibilities, showing global vision and
leadership.

I am sure you will make the right choice.”?

Can corporate codes of conduct make the necessary difference? Such
codes have now proliferated to the point that almost every self-respecting
large corporation has one. But they are highly controversial. Proponents gen-
erally see them as a valuable means of getting corporations to buy into new
norms of behavior without government intervention, making them attrac-
tive to corporate leaders who want to fend off government regulation. More
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ambitious proponents see them as a means of gradually achieving consensus
on standards of behavior that can be tried out voluntarily and then eventu-
ally adopted and enforced by governments. But detractors portray them as
mere fig leaves with which uncaring corporations can wrap themselves,
allowing private enterprises to enjoy unblemished reputations while they sell
out the public interest.

Corporate codes come in two quite different models. Model A types are
aspirational codes—statements of what companies aim to do. The Model A
versions usually have fairly general terms. They assume that corporate lead-
ers would happily do the Right Thing if they knew what the Right Thing
was and how to accomplish it. The Caux Round Table Principles for Busi-
ness provide a good example.54 Put forward by the Caux Round Table, a reg-
ular meeting of senior executives from leading firms based in Europe, Japan,
and the United States, the principles lay out both general principles and
some slightly more specific stakeholder principles. The general principles are
broad to the point of mushiness: corporations should operate in a spirit of
honesty and fairness, should contribute to the economic and social develop-
ment of the communities in which they operate and the world community
at large, and so on. The stakeholder principles are nearly as broad, essentially
consisting of promises to obey the law and not to cheat. Human rights gets
a brief mention (a promise “to respect human rights and democratic institu-
tions, and to promote them wherever practicable”). But the formulators of
the Caux Principles point out one big selling point: because the document
was formulated by business leaders, its ethical norms are more likely than
those from other sources to be broadly accepted by the business commu-
nity.””> And a number of firms are now using the Caux Principles as the basis
for their own corporation-specific codes of conduct.’®

Model B is more demanding. It requires specific commitments regarding
labor standards, environmental standards, or both, along with independent
confirmation of whether corporations are meeting those commitments. The
Model B assumption is that corporations either want to or should have to
prove that they are doing what they say they are doing. Under Model A, it
would be easy for firms to free ride on the codes, promulgating them but
avoiding the costs of compliance. Because the codes are arising piecemeal,
the thousands of codes have different specifications, making it hard to com-
pare what various firms are promising to do. Moreover, many codes,
especially those designed by the firms themselves or by business associations,
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rely on internal monitoring of compliance, a difficult task for a large firm
that may have subsidiaries and suppliers around the world, and one that
lends itself all too easily to cheating or to slipping through the fingers of
already overburdened staff. And many firms do no monitoring at all. Mon-
itoring and enforcement are key elements of such collective action, goes the
Model B argument, because without them firms will be greatly tempted to
free ride—to gain the benefits of good publicity (or avoid negative coverage)
without making meaningful and sustained changes in behavior.

The growing answer is certification: once a code is established, an inde-
pendent external auditor comes in, assesses whether a company is in full
compliance, and if so certifies the firm as being in compliance. The firm
can then advertise its compliance and display the stamp of approval on its
products to differentiate itself from competitors whose degree of social
responsibility has not been so certified. The nonprofit Council on
Economic Priorities, in collaboration with human rights organizations,
businesses, and auditing companies, devised a code of conduct called Social
Accountability 8000, intended to become the global standard on workers’
rights. Companies that adopt the code permit outside auditors to inspect
every facility and assess practices on child labor, health and safety, freedom
of association, collective bargaining, discrimination, disciplinary practices,
working hours, and—a matter excluded from most corporate codes—
whether compensation provides workers a living wage. The idea is that just
as firms and consumers now often demand that producers be certified as
meeting international quality standards, in the future both firms and indi-
vidual consumers will choose to buy only from producers certified as being
in compliance with SA8000.

Compliance with SA8000 and other externally monitored codes of con-
duct is completely voluntary. No government enforces them. Instead, the
assumption is that corporations will want to be so certified because they will
find it good for business—because consumers will prefer to buy certified
products.

Such codes seem a promising step in solving such global problems as
environmental degradation and cross-border exploitation of workers. But
how well they will work in practice remains unclear. A few big companies,
including Toys “R” Us and Avon Products, Inc., have announced they will
buy only from SA8000-certified suppliers, and Avon is the first to be so cer-
tified. But some industry groups have objected strongly to the whole
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approach, arguing that the ever-mounting costs of certification with the
growing array of standards are too great and that industry should set and
monitor its own standards.”’

They have a point. Certification is expensive. Corporations are being
flooded with demands to meet standard after standard. Some of those
demands come from groups whose claim to represent a broad public inter-
est seems dubious. It is not at all clear who should decide exactly what stan-
dards the codes should uphold.

And there is another question: Quis custodiet ipsos custodes>—Who guards
the guardians? The complexities show up in the current competition over
who should monitor the treatment of overseas labor forces by U.S. garment
manufacturers, who have often been accused of subjecting their workers to
sweatshop conditions. On one side is the Fair Labor Association (FLA), the
outcome of a presidential task force that included both human rights groups
and major corporations. On the other is the Worker Rights Consortium
(WRC), a university coalition formed by the United Students Against Sweat-
shops (USAS). The two groups hotly contest each other’s motives, methods,
and primary goals. FLA member companies agree to have conditions in their
overseas contractors factories monitored by independent agencies, but the
companies hire the monitors and the reports are not made public. The USAS
says this is not good enough, and it set up the WRC to inspect factories that
are licensed by American colleges and universities to produce goods bearing
the trademarks of these institutions. The WRC is not yet carrying out
inspections, but the USAS has already persuaded some colleges to withdraw
from the FLA and join the WRC. In response to growing pressure from the
USAS, in October 1999 Nike disclosed the locations of 42 of its factories,
making it possible for outsiders to look for abuses. And in April 2000 it
announced that it would release the audits of all 600 plants that manufac-
ture its shoes and apparel, despite its earlier protests that those contractors
should first have a chance to address any issues raised by the audits.’®

The certification approach is running into difficulties because it is essen-
tially an effort to replace a government function that even most governments
have had difficulty carrying out: discouraging people from behaving the way
they want to behave if they can be sure no one is watching. If corporations
do not want to improve working conditions, or simply do not want to
bother keeping a close eye on working conditions in their suppliers’ facto-
ries, it would take an army of dedicated, well-trained inspectors to force a
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change in behavior. There is no particular reason to think private inspectors
will systematically do better than public ones or that private resources will
readily be found to pay for all the necessary inspections if public resources
are unavailable. By default, many of the private inspections are being carried
out by big accounting firms, whose expertise lies in a very different kind of
inspection. And the results are not promising.

PricewaterhouseCoopers (PwC), which has become the leader in so-
called social accounting, allowed Massachusetts Institute of Technology pro-
fessor Dara O’Rourke, who has conducted many such inspections, to
accompany its auditors on inspections of labor practices in factories in China
and Korea. Both O’Rourke and PwC were hired by the Independent Uni-
versity Initiative, a research project supported by Harvard University, the
University of Notre Dame, Ohio State University, the University of Califor-
nia, and the University of Michigan. O’Rourke’s report is disturbing.”
In one inspection, the PwC auditor found some of the questions she was
supposed to ask of workers embarrassing and skipped them, and she filled
in answers to other questions without bothering to ask the workers being
interviewed. In another, the factory president selected the workers to be
interviewed, and the auditors skipped all questions about freedom of associ-
ation, collective bargaining, child labor, and forced labor, claiming that since
the factory had no union, the questions were not relevant. In both cases, the
auditors, financial specialists who had received only a crash course in social
and environmental monitoring, missed major health and safety violations
and reported that the factories had only minor violations of labor laws and
codes of conduct.

Model C: The Global Compact

After Annan’s 1999 speech to the World Economic Forum, his office prom-
ulgated the Global Compact agreement, which corporations are asked
to sign to indicate that they will voluntarily adhere to nine principles drawn
from the 1948 Universal Declaration of Human Rights, labor standards con-
tained in International Labor Organization conventions, and the Rio Decla-
ration on Environment and Development, signed by most governments at
the 1992 United Nations Conference on Environment and Development in
Rio de Janeiro, Brazil. Signatories are supposed to report annually on how



Business 111

well they are doing in implementing these widely accepted principles. The
Global Compact thus combines Model A’s broad aspirations and assumption
that most corporate leaders are basically decent human beings with Model
B’s belief that corporations should make a public accounting of their efforts
to live up to those aspirations. But it does not insist on hard proof. Instead,
the Global Compact relies on self-reporting. It is what political scientist John
Gerald Ruggie, who was instrumental in its creation, calls a “learning model”
approach.®

As is the case with all compromises, there is something in the Global Com-
pact to displease everyone. Activist groups around the world claim that noto-
rious corporate bad guys will now be allowed to wrap themselves in the halo
of the United Nations logo while nefariously refraining from any real change.
On the other hand, the head of the International Chamber of Commerce,
Maria Livanos Cattaui, wrote the following in response to Annan’s speech:

Business accepts the challenge and is eager to cooperate with
the UN and other public sector bodies to enhance all three
[sets of environmental, labor, and human rights standards].
Alongside them, however, we must place a fourth value—the
economic responsibility incumbent upon any company to its
customers, to its employees and to its sharcholders.

Fulfillment of that responsibility is the key to the other
three, for without it companies cannot remain in business. . . .

Business should not be called upon to meet demands and
expectations that are properly the preserve of governments.
The private sector cannot, for example, ensure that the rule of
law reigns in a given country, that all citizens have access to
education and enjoy freedom of speech, that wealth is fairly
distributed, and that there is an adequate social safety net for
the old, the sick and the jobless.

And it is for governments, with the help and advice of busi-
ness, to negotiate and perfect global rules in areas like invest-
ment, intellectual property protection, competition and the
suppression of corruption, without which competitive enter-
prise cannot achieve its full potential.®!

Despite the skepticism on both sides, voluntary corporate codes may
indeed improve corporate behavior even without the coercion that backs up
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government regulation. The reason is that companies care about their repu-
tations. In small societies where everyone knows everyone, concerns about
reputation alone may be enough to ensure that everyone abides by contracts,
respects property rights, and accepts standards: if I renege on my contract
with you, you will tell all our mutual acquaintances, and then no one will do
business with me. Until recently, reputations depended mostly on personal
contact to generate the degree of knowledge necessary to generate confi-
dence. Only that firsthand knowledge would allow a customer or another
firm to feel safe in signing a contract or could assure a local community that
a firm was not exploiting its workers or polluting the local water supply. The
information revolution is reducing the need for firsthand information. Rep-
utations are increasingly global, and that leaves corporations increasingly
vulnerable to new pressures. One commentator gleefully crowed after Nike
announced in 1998 that it would raise the minimum working age (that is
age, not wage) and impose American air quality standards on its contractors
around the world:

Consumers and workers of the world unite. . . . Just do it? If
you do, you can affect the behavior of manufacturing giants
like Nike, for whom image is everything. . . . It turns out that
public shaming and consumer pressure can have a mighty

impact on mighty manufacturers.®?

Even self-reporting systems such as the Global Compact may turn out to
be reasonably effective. The kicker is those annual reports the corporations
are supposed to file. Self-reporting may not be the ideal sort of monitoring,
but it has two potentially beneficial effects. First, it forces the corporation to
take a look at its own practices, if only to justify them. Although many cor-
porations will undoubtedly seize the opportunity to exercise the art of spin,
the first step in changing behavior is self-awareness, and some businesses will
just as undoubtedly discover things about themselves they had not previ-
ously known. Second, the activist groups will not accept those reports at face
value. Several groups have already promised to scrutinize them carefully. By
signing the Global Compact, the corporations agree that they should be held
to standards of behavior beyond what government regulations require. The
activist groups fully intend to provide the fire to hold to the corporations’
collective feet.
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Who Knows?

Whether they can do so depends on whether they can amass meaningful
information about the degree of corporate compliance. Given that the effec-
tiveness of corporate codes depends so heavily on public exposure, the big
missing piece in the code puzzle has been how to get the necessary informa-
tion out in some systematic fashion. The mishmash of existing principles
and reporting systems makes it impossible to compare organizations across
time or with one another and makes it hard to evaluate claims of good or
bad behavior.

Into the morass has stepped the Global Reporting Initiative (GRI), which
has developed a framework for voluntary reporting on corporate economic,
environmental, and social performance.63 The brainchild of the Coalition
for Environmentally Responsible Economies (CERES), a nongovernmental
organization that itself promulgated one of the leading codes on environ-
mental conduct, the GRI was formally inaugurated as a permanent institu-
tion in April 2002. It now includes a polyglot array of corporations, account-
ing firms, and environmental, human rights, and labor organizations. Its
Sustainability Reporting Guidelines, tested in draft form on twenty-one
companies in the late 1990s, have gone through two rounds of revisions.
Already, companies are using the GRI framework to report on their compli-
ance with the United Nations’ Global Compact.

Who Cares?

All disclosure-based “regulation” depends on the assumption that someone
somewhere cares about the information that is released. The usual argument,
especially by certifiers, is that consumers care—that is, consumers in rich
countries, who are the ones with the buying power that corporations care
about. Unfortunately, the percentage of consumers who actually demon-
strate a preference for “certified” goods is substantially lower than the per-
centage who claim in marketing surveys to be willing to pay a bit more to be
sure that the products they buy are being produced by happy workers in
ways that do not despoil the environment. This is not surprising. If a poll-
ster asked you whether you would spend an extra dollar on your jeans to help
prevent the exploitation of children, would you say no?

The assumption that consumer power can drive improvements in social
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justice is an old one. Consumers leagues were founded as early as the 1880s
to press for social justice for workers. Their founders argued forcefully that
“it is the duty of consumers to find out under what conditions the articles
they purchase are produced and distributed and to insist that these condi-
tions shall be wholesome and consistent with a respectable existence on the
part of the workers.”®® But consumer pressure has had far more effect in
improving product safety. It took unions—workers looking out for their
own interests—to address labor conditions.

In other words, trying to regulate corporate behavior by mobilizing con-
sumers can be remarkably effective—but only in limited circumstances.
Only “branded” companies such as Nike and Starbucks, which care about
their reputations with consumers, are vulnerable to such pressures. They
in turn can pressure their suppliers. This is not a trivial part of the global cor-
porate network, but it is far from the whole thing.

Fortunately, consumers are not the only source of funding that corpora-
tions need to satisfy. They also have to please investors. And a rapidly grow-
ing number of investors are adding social responsibility to their criteria for
picking companies to invest in.

The focus on investors first became prominent as part of the anti-
apartheid campaign that took off in the late 1970s. But rather than declin-
ing after apartheid ended, it turned out that the habits of screening and
shareholder activism had taken hold. The trend is most striking in the
United States. In 1984, according to the Social Investment Forum, which
tracks such matters, a total of about $40 billion in assets under professional
management had undergone some sort of social or environmental screen-
ing.> By 1995, the total was $639 billion. Two years later, social investing
had cracked the $1 trillion mark, and by 2001, it had more than doubled,
reaching $2.34 trillion. This is a notably faster growth rate than that of the
total universe of professionally managed investment assets. Even in the
downturn of 2001, socially responsible mutual funds did relatively well at
attracting and keeping investor assets, seeing much less of a decline than
some other types of mutual funds.

What constitutes socially responsible behavior varies according to who is
determining which firms to include in or exclude from investment portfo-
lios or mutual funds. The single most widely used criterion is simple: no
tobacco. Screens can include everything from environmental sustainability
to treatment of workers to animal rights. Religious mutual funds and indexes
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have sprung up that use the beliefs of specific faiths as criteria. And religious
organizations concerned with determining where to invest their own, often
substantial, resources have sought to establish appropriate standards. In
1998, three Western religious coalitions released a document titled “Princi-
ples for Global Corporate Responsibility,” which proposed standards for
corporate social and environmental performance and suggested ways to
measure that performance.®

That $2 trillion—plus figure, impressive as it is, may represent just the
beginning of something much bigger. More than $6 trillion is locked up in
U.S. pension funds.®” Until recently, the trustees who managed those enor-
mous funds rarely paid much attention to social and environmental crite-
ria, believing that screened investments would underperform the market.®®
But evidence is mounting that screened investments do just as well as the
market and may even outperform it.®” If the people who control those
assets start taking social and environmental screens seriously—and people
who control workers’ pensions just might find themselves under pressure to
take workers’ rights seriously—what is already a powerful trend could
become a tidal wave. And focusing on investors addresses one of the key
legitimacy questions about the whole approach. Even in the most conser-
vative perspective on the social role of the corporation, those who own a
corporation are entitled to a significant say in what goals it should be try-
ing to achieve.

But corporate codes, even if certified, and social screening of investment
seem unlikely by themselves to ensure that corporations will do all they
might to alleviate the many urgent problems that require global governance.
Not all corporations are vulnerable to concerns about their reputation. Many
around the world are not publicly traded, getting their financing primarily
in the form of bank loans.

Even if all corporations could be reached via pressures from consumers
or investors, the existing codes and screens do not go nearly far enough.
They call for incremental changes. The efforts of Nike and others to reduce
sexual harassment at their suppliers’ facilities are commendable, but those
efforts do not get to the fundamental gender inequities that underlie such
harassment. The Fair Trade living wage clearly brings about an enormous
improvement in the lives of the small farmers who participate, but these
farmers are and will remain a tiny share of coffee producers. Obviously, it
is desirable to reduce pollution by increasing the efficiency with which
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corporations operate, as many environmental screens require, but such
reductions fall short of the fundamental redesign of industrial systems that,
as chapter 8 will show, is really needed.

The Corporations Role in Running the World

The Roman emperor Trajan was right. Corporations are inherently political.
They are chartered, directly or indirectly, by political bodies. They pay taxes
and, at least in the United States, are considered legal persons with the rights
of citizens. They generate spillovers that require collective action to redress.
And as cases such as the TRIPS Agreement make abundantly clear, they par-
ticipate vigorously in political processes by lobbying to protect their interests.

These are, in many ways, halcyon days for business. The halls of the
United Nations used to ring with calls for regulation of those dreaded evil-
doers, the multinational corporations. Now, secretary-general Kofi Annan
has launched the Global Compact, imploring business to join with the
United Nations in ensuring respect for internationally agreed environmen-
tal, labor, and human rights standards. A few decades ago, governments
often seized the assets of private corporations and turned them into state-run
businesses. Now governments are engaged in a frenzy of selling their state-
run entities back to the private sector.

Yet the struggles over corporate political power that have persisted for
more than a century are not nearly over. Corporations may be increasingly
off the hook with governments, but they face growing pressures from other
sources. The lack of effective national or international regulation leaves
workers, communities, and the environment inadequately protected. Non-
governmental activists and the United Nations are working frenetically to try
to fill the gap, promoting a social responsibility agenda that puts more and
more corporations under the spotlight. And because unregulated business
activities can cause societies to question the legitimacy of corporations, cor-
porate leaders themselves are struggling with fundamental questions about
how far their social responsibilities extend: to shareholders, employees, local
communities where they operate, humanity as a whole, future generations.

And the stakes are higher than ever. As chapter 7 argues, future global
prosperity depends in part on whether private investment and labor practices
encourage a widespread sharing of the benefits of economic integration to
prevent what otherwise threatens to be a serious political backlash against
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the disruptions such integration causes. And as chapter 8 will show, that
prosperity, and human well-being more generally, also depends on a signifi-
cant transformation in the way industrial societies produce and use all the
goods that make life so pleasant—a transformation that is essential if we are
to avoid committing collective environmental suicide.

The private sector could decide of its own volition to behave with the
necessary degree of social responsibility, either out of altruism or from an
enlightened view of long-term self-interest. Some firms will, but most will
not. Nor will governments be able to regulate them into compliance with
such high standards of behavior, given the lack of capacity of many govern-
ments and the growing ability of corporations to pick up and leave any too-
effective jurisdiction.

Thus the need for credible regulation by revelation, using transparency to
determine whether corporations are adhering to codes of socially responsible
conduct. This approach differs from traditional “hard law” thinking about
how to ensure that corporations solve some of the problems they generate.
Those who distrust corporations on principle will not be satisfied with such
“soft law,” and no one can yet be sure it will work on a large scale. The new,
softer approach is an evolving process, as indicated by the continuing revi-
sions of the Global Reporting Initiative’s framework, and in some ways it has
already gotten better. The growing tendency to use standards set by legiti-
mate national governments in international declarations and treaties as the
bases for codes is particularly promising.

In the corporation can be seen all the themes of this book: the need
for new global rules, the growing participation of nonstate actors in the vari-
ous phases of collective action, and experimentation with new transparency-
based solutions to the collective action dilemma. Nothing is yet working
perfectly, or even very well. But there has been an enormous evolution in
thinking about the appropriate role of the corporation. Some still claim that
corporations should simply make money (within legal limits, whatever those
might be), but the growing acceptance of broader ideas is more than just lip
service. Corporate motives may be pure, or the corporations’ executives may
simply want to protect their companies’ bottom lines, fend off possible gov-
ernment regulations, or both. But what matters is their behavior.






Civil Society

The collapse of Soviet-bloc governments at the end of the 1980s raised ques-
tions about how to reconstitute societies where the state had long insisted on
doing everything itself. That collapse made it suddenly necessary for the cit-
izens and the new governments of the former Warsaw Pact countries to think
anew about how modern societies engender the extraordinary degree of
social cooperation needed in democratic society to cope with the many prob-
lems inherent in the increasingly complex life of the modern age. Part of the
answer, as discussed in earlier chapters, was assumed to be privatization—
redefining collective problems as private ones. But the other major assump-
tion (particularly dear to the hearts of American funding agencies, both gov-
ernment and private) was that new democracies could flourish everywhere if
sufficiently vigorous civil societies—nongovernmental organizations
(NGOs) and other nonprofit associations—were created.! At the same time,
people around the world were organizing themselves into an extraordinary
variety of advocacy coalitions linked across national borders.

This flurry of activity has created high hopes that all this nongovernmen-
tal, nonbusiness activity could solve the world’s pressing problems. The rosy
scenario in chapter 1 imagined a world rendered just and prosperous by
hordes of concerned activists and citizens.? Groups of such people already do
everything from delivering services to the poor to confronting corporations
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to pressuring governments about every cause on the global agenda—indeed,
such groups are often the reason causes get on the global agenda. With
groups of people in every corner of the world linking up to demand change
and arouse the public, we have a picture of a path that could lead to the opti-
mistic scenario of chapter 1. What would it take to turn such a possibility
into reality?

The Deep Roots of Civil Society

What we today call civil society has existed for all of human history, but the
term arose out of the Scottish Enlightenment, when the religious basis for
morality was fast disappearing and philosophers were seeking an alternative.?
The Scottish Enlightenment thinkers found that alternative in what they
called civil society, “a realm of solidarity held together by the force of moral
sentiments and natural affections.”® They thought the “natural sympathy” of
civil society was enough to overcome the collective action problem because
it would root individuals in a community and so “present a coherent vision
of society beyond its individual members.”

This optimistic view of civil society was strongly disputed. Thinkers such
as David Hume dismissed it as wishful thinking that ignored the degree to
which individual interests dominate group goals. Others saw civil society not
as a solution but as a major source of the conflicts of interest between groups
that have to be overcome. The philosophical furor was never resolved, and
in time the term faded away. Later in the nineteenth century, the focus
shifted from civil society to citizenship.°

But even as the concept of civil society dropped off the radar screen for
many decades, the groups that constitute civil society proceeded to organize
themselves apace. Their rise was made possible, ironically enough, by the
growing power and penetration of nation-states. The state building
described in chapter 4 demanded an industrial base, a legal infrastructure,
and a citizenry “with the skills necessary to staff the armies, pay the taxes,
and turn the wheels of industry,” as sociologist Sidney Tarrow noted.” The
communications and transportation infrastructure created by the emerging
states made it easier for widely separated individuals and groups to recognize
and act on common interests. By such means, states inadvertently created
social groups able to carry out collective action in support of goals other than
those of the state. The rise of the territorial state also provided groups within
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a national society something to mobilize against. Much of state building
consisted of raising taxes and conscripting soldiers, both unpopular expan-
sions of state authority against which civil society groups formed social
movements in protest.

Although most civil society ties in the eighteenth and nineteenth centuries
were domestic, some connected people across national borders. The first of
these long predated the Scottish Enlightenment—missionaries and monks cre-
ated webs of transnational communities for centuries before
anyone thought of giving those links a label.® Religious organizations provided
the impetus for the first modern transnational policy campaign: the nine-
teenth-century campaign to end slavery. That campaign took on a well-
entrenched and profitable practice and put an end to it. Quaker, Methodist,
and Baptist groups made up the core of the campaign. In what would come to
be a familiar pattern, they made common cause with sympathizers elsewhere,
notably in the British government, which used its dominant naval power to
constrict trade with slaveholding countries.” Such national organizations as the
Pennsylvania Society for Promoting the Abolition of Slavery (established in
1775), the British Society for Effecting the Abolition of the Slave Trade, and
the French Société des Amis des Noirs (these last two established in the mid-
1780s) found their effectiveness enhanced by the establishment in 1839 of the
British and Foreign Anti-Slavery Society, in one commentator’s view “the first
transnational moral entrepreneur—religious movements aside—to play a
significant role in world politics.”°

The anti-slavery campaign gave birth to what would prove an increasingly
vigorous transnational civil society in the 1800s and early 1900s. Peace groups
based in Europe and the United States lobbied at various international peace
conferences. Governments began to use nongovernmental technical experts as
delegates to international conferences. A variety of civil society associations
formed around trade issues, including the International Association for
Customs Reform. Such groups as the Institut de Droit International and the
International Law Association, both formed in 1873, contributed substan-
tially to the development of international law.!!

Most noteworthy of all the new groups was the International Committee
of the Red Cross (ICRC), born in the mid-1860s.'* A Swiss banker, Henry
Dunant, happened to find himself down the road from the bloody battle of
Solferino in 1859. As thousands upon thousands of wounded soldiers
streamed, or crawled, off the battlefield and into town, Dunant saw them die
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in agony, with no medical assistance whatsoever from anyone other than
Dunant himself and a handful of townspeople. After a few days of offering
water and tearing shirts into bandages, the shaken Dunant returned to
Geneva, where he wrote A Memory of Solferino. The book called for the
establishment of volunteer aid societies to follow armies around and care for
the wounded, and it argued that international treaties were needed to con-
fer noncombatant status on those agencies and the wounded.

Military leaders were remarkably uninterested in the proposal. Medical
care at the time was not good enough to return many wounded soldiers to
combat, and military commanders were reluctant to have civilians cluttering
up the battlefield and possibly looting the wounded and dead. Even Florence
Nightingale objected, arguing that the proposal would absolve states of their
responsibility to care for their own wounded. But the book caught on with
the royalty of Europe and with a number of private associations dedicated to
human welfare. By 1864, the first Geneva Convention for the Amelioration
of the Condition of the Wounded in Armies in the Field was in existence,
and over the next 130 years the convention was repeatedly revised and
expanded. The ICRC, still a privately operated Swiss organization, has
become the core of a vast transnational network of national Red Cross and
Red Crescent societies dedicated to offering assistance to the world’s
wounded, imprisoned, and distraught.'?

Following the establishment of the ICRC, a steady trickle of cross-border
connections formed, and these grew steadily over the next century (with
interruptions for the two world wars). The post—World War II period saw an
explosion in the number of formally constituted NGOs with members and
activities in more than one country, accompanied by uncountable numbers
of less formal cross-border ties.

For the most part, behind those numbers lie powerful stories of people
who saw something wrong with the world and set out to right it. But a
caveat is in order: people who work via civil society groups to achieve their
goals are no more paragons of enlightened virtue than are people who work
in corporations or governments. There are incompetent and greedy and
downright malevolent civil society groups. Al Qaeda fits the definition of a
civil society organization—it is not primarily motivated by profits, it is not
a government, and its members seem to think they are working in a right-
eous cause. Other less vicious groups are undesirable fronts for other inter-
ests or exist merely to do the bidding of governments or funders. A whole
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lexicon of pejorative terms has sprung up to describe such groups, terms such
as DONGO (donor-organized NGO), GONGO (government-operated
NGO), QUANGO (quasi-governmental NGO), and my personal favorite,
MANGO (Mafia-run NGO). And even activists truly motivated by what they
see as the global public interest face increasingly tough questions about whose
interests they represent, how they should be held accountable, and what
power they are entitled to have.

Saving Life and Limb

In 1991, an American veteran of the Vietnam War sent a fax to a German
psychologist. Six years later, a nonexistent group won the Nobel Peace Prize
and 122 governments signed a treaty. Here is the story of how the former led
to the latter.'

Bobby Muller, an American whose spinal cord was severed by a bullet in
the Vietnam War, went to Cambodia in 1987, where he saw a disturbing
sight—large numbers of men, women, and children whose limbs had been
blown off by anti-personnel land mines left over from long-past conflicts. In
April 1991, while working for the Vietnam Veterans of America Foundation
(VVAF), Muller sent a fax to Thomas Gebauer, a psychologist at Medico
International who had been helping similar victims in Central America.
Muller suggested they cooperate on mine victim assistance projects. But over
the next few months, the two men came to agree that something a lot
stronger was called for. Something on the order of 100 million mines lurked
underground in scores of countries, and they were injuring or killing more
than 25,000 people every year. The victims who survived—usually poor
people—faced enormous financial burdens, often having lost limbs and
needing prostheses that cost $1,000 and needed frequent replacement.
Muller and Gebauer agreed that anti-personnel land mines had come to con-
stitute a humanitarian catastrophe raging largely unnoticed and that the only
solution would be a complete ban on their production and use.

At the time, the prospects of success seemed at best remote. An interna-
tional treaty dating from the early 1980s purported to prohibit the indis-
criminate use of land mines, but it was so weak and riddled with loopholes
as to be essentially meaningless, even for the relative handful of countries
that had bothered to sign on.!” The treaty’s weakness was no accident. Land
mines were an important part of many countries’ military strategy. Cheap
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(costing as little as $3) and widely perceived as a defensive weapon, they had
become widely used without anyone paying much attention to their horrific
consequences after conflicts had ended.

Knowing their work was cut out for them, Muller and Gebauer rolled up
their sleeves and got going. They hired staff, starting with Jody Williams,
who was then working on medical projects in El Salvador, and a German for-
mer member of Parliament named Angelika Beer. By October 1992, four
other NGOs—Handicap International, Human Rights Watch, the Mines
Advisory Group, and Physicians for Human Rights—had joined the VVAF
and Medico International in launching the International Campaign to Ban
Landmines (ICBL). Their goal was simple, if audacious: to completely elim-
inate the use, production, stockpiling, sale, transfer, and export of anti-
personnel mines.

Following a second conference that brought 50 groups together in Lon-
don in May 1993, the anti-land-mine movement spread to include more
than 1,000 NGOs in more than sixty countries, combining loose transna-
tional coordination with a dazzling array of national campaigns. The coor-
dination was loose indeed, especially in the early days—more along the
lines of “let a thousand flowers bloom” than any tight strategy. And bloom
they did. Handicap International-Belgium scored an early success, working
with members of Parliament on national legislation, enacted in March
1995, that banned the production, storage, and export of anti-personnel
mines. Groups in the Netherlands and Ireland flooded the media. Mines
Action Canada launched a letter-writing campaign until a government offi-
cial protested that the letters were taking up too much space in the offices
of government agencies. In the United States, Human Rights Watch put
together a report for the U.S. campaign to use in lobbying companies
involved in land-mine production. Various groups experimented with vivid
ways of capturing public attention. One effective technique was to strew a
sidewalk with circles of cardboard. On the side facing up were printed the
words Pick Me Up. When pedestrians complied, they found written on the
other side Congratulations. I am a land mine. Underneath that message was
an Internet address indicating where people could get more information
about the campaign.!® In Japan, the Association to Aid Refugees (AAR)
simultaneously worked with the ICBL and targeted local public opinion
through a variety of efforts: publishing a picture book titled Give Me Not
Land Mines, But Flowers, which sold more than 200,000 copies; opening an
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office in Cambodia in October 1996; and sponsoring a concert, which
raised enough money to remove eighty land mines from a school for the
blind in Sarajevo.!” The International Committee of the Red Cross joined in
with an influential international media campaign in October 1995.'8
Thanks to new information technologies, campaigners were able to instan-
taneously transmit information and coordinate their efforts in all parts of the
globe. According to Steve Goose of Human Rights Watch, an active figure
in the campaign, “e-mail made this campaign work.”"

While all this was going on, campaigners had their eye on the existing
treaty, hoping governments would upgrade it to a meaningful ban. Since
France was one of the forty or so parties to the treaty, Handicap Interna-
tional and French groups lobbied the French government for a review con-
ference of the parties at which the governments could negotiate an upgrade
in the treaty’s terms. France agreed, and the conference convened in Vienna
in September 1995. But the governments found themselves sharply divided
over everything from the legitimacy (or lack thereof) of land mines as a
defensive weapon to the very definition of an anti-personnel mine. Britain
and the United States were willing to ban all but “smart” mines—the kind
that turn themselves off after a set period so they do not lie in wait indefi-
nitely to maim unwary passersby. Poorer countries such as China, India, and
Russia were not enthralled by the idea of paying $300 for a smart mine
instead of $3 for a conventional one, arguing that such a ban would unfairly
benefit richer countries. Although the conferees agreed to meet again the
next year, it was clear that not much could be expected from the standard
intergovernmental route. Indeed, in May 1996, the final session of the
review conference closed with an improved treaty that was still far from a
comprehensive ban.

One of the Dutch campaigners, Pieter van Rossem, decided to try some-
thing different. In January 1996, he called a meeting of the twenty or so gov-
ernments that had announced support for a land-mine ban to brainstorm
with the NGOs. Eight countries sent representatives, and the attendees,
encouraged by the highly constructive atmosphere of the discussion, found
themselves beginning to believe that a ban could be achieved. The Canadian
delegate went home and asked Canada’s newly appointed foreign minister,
Lloyd Axworthy, whether Canada might take some initiative. Axworthy
responded vigorously with an official call for a fast-track strategy to bring
about a total ban on all anti-personnel land mines. In October 1996, Canada
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hosted a conference in Ottawa, attended by representatives of some fifty gov-
ernments and many NGOs, to work out a strategy for achieving the ban. On
the last day, Axworthy shocked the conference participants by announcing that
Canada would host a treaty-signing meeting by the end of 1997—Ilightning
speed by the standards of international negotiations. The NGO representatives
in attendance gave him a standing ovation.

The resulting “Ottawa Process,” driven by a coalition of like-minded
states and civil society organizations, proved strikingly successful. The vari-
ous groups, connected under the umbrella of the ICBL, held meetings
around the world and carried out public relations campaigns aimed at build-
ing government and popular support for the ban. In October 1997, when it
had become clear that a substantial number of governments would sign a
ban treaty by the December deadline, the Nobel Peace Prize committee
announced it was awarding that year’s prize to the ICBL and its coordinator,
Jody Williams, in recognition of the campaign’s creative diplomacy. The
committee expressed its hope that the campaign to ban land mines and the
working partnership that had been created between governments and civil
society would become a diplomatic model for the future.?

In December 1997, a second Ottawa conference produced the Conven-
tion on the Prohibition of the Use, Stockpiling, Production and Transfer of
Anti-Personnel Mines and on Their Destruction. It was not a complete
victory for the campaign—a number of countries did not sign the treaty,
including the United States, Russia, China, Israel, and several Arab nations.
The United States cited the need to protect American soldiers in South Korea
as its reason for not signing. Nevertheless, a number of the more powerful
nonsignatory states, including China, Russia, and the United States, agreed
to work with the Convention in removing mines and providing assistance to
victims. The United States has since said it will sign in the year 2006 if (and
only if) the Pentagon has by then devised an effective alternative weapon.?!

Although the treaty went into effect in March 1999, the story is far from
over. The ban will be effective only if the major producers of land mines adhere
to it and if the countries that have ratified the treaty live up to its terms. As
reported in the Ottawa Citizen, “there is no firm blueprint for action on how
governments and non-government organizations will co-ordinate their mine
actions or how priorities for spending will be determined.”?* The ICBL still
exists—in fact, it legally came into existence only after the treaty was signed,
when it had to transform itself from an amorphous coalition into a legal entity
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with a bank account so it could receive its Nobel Prize money. It is expand-
ing into new realms, monitoring compliance and pressing for ever more rat-
ifications. But how effective all this will be in saving civilians from pointless
death and mutilation remains to be seen.

The one indisputable lesson of the ICBL experience is that a civil society
network, working with the governments of relatively weak countries, was
able to bring about a disarmament treaty to which the major military pow-
ers vehemently objected. As Lloyd Axworthy noted, the Ottawa Process
“worked because new synergies were created. This was not simply a question
of consulting NGOs or seeking their views. We have moved well beyond
that. What I am talking about is a full working process between governments
and civil groups.”*

Wias this a one-of-a-kind occurrence, or does it represent the wave of the
future? On the “it was a fluke” side, land mines are a problem in nearly every
region of the globe, which makes it easy to drum up worldwide support for
their removal. Their indiscriminate nature—victims are usually innocent
civilians caught at the wrong place at the wrong time, often years after the
mines were planted—makes it easy for John Q. Public to understand why
they are morally objectionable. And the anti-land-mine campaign was able
to build on the publicity following both the awarding of the Nobel Peace
Prize and the death of Diana, Princess of Wales, who was an active and vis-
ible campaigner for the ban—not the kind of events transnational activists
can generally count on for support.

And even though an impressive number of nations have signed the ban,
a number of the world’s most powerful nations have not. One official of the
U.S. Department of State, Jim Bishop, told the Gannett News Service that
he wondered whether more traditional diplomacy would have brought
President Bill Clinton to the table. He claimed: “If there had been a little
more diplomacy than confrontation, it might have been possible to bring
in the United States. . . . The NGOs are advocates who are used to pound-
ing the table and taking confrontational approaches.”?* Other skeptics have
questioned whether the much-heralded cooperation between NGOs and
governments was really a global phenomenon. Philippe Chabasse of Hand-
icap International claimed that in France there was no real partnership
between the two. He argued that “in certain countries—Canada, Austria
and Belgium—you can trust some people, develop a partnership with the

government, but not in other countries.”*
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Perhaps most important, most issues on the transnational governance
agenda lack the compelling imagery of mutilated young land-mine victims.
It is relatively easy to agree to rid the world of such a repugnant weapon.
Civil society campaigns on issues such as global finance and climate change
have a harder time generating the strong visceral responses that motivate
public outcry. And clarity of message is harder to achieve when what is
needed is something more complex than a straightforward ban.

On the other hand, campaigns always look implausible when they begin.
When the anti-land-mine campaign started in 1991, very few people
dreamed that more than 100 governments would adhere to a total ban
within a mere eight years. And the activists who were instrumental in the
campaign have learned an important lesson along the way. The NGOs that
drove the campaign learned how to effectively shape and mold public opin-
ion. These activists proved that it is possible to mobilize a transnational
coalition on the grassroots level, providing a model for other efforts. The
anti-land-mine campaign got activists around the globe excited about their
success and eager to capitalize on the momentum. And the technological
revolution in global communications that aided this campaign continues to
reduce the costs of communicating and organizing.

Human Rights

Despite the vast amount of attention the anti-land-mine campaign received
in the press and in the policy community, it is not the progenitor of a new
type of global governance. It is just one in a series of myriad such campaigns,
many equally successful. We have already seen older versions, dating back to
the anti-slavery movement of the 1800s, that successfully mobilized activists
around the globe. These early human rights issues, however, were ordinarily
tied to religious beliefs. The twentieth-century human rights movement had
different roots: the Holocaust.?¢

Before World War II, nothing in international law prohibited govern-
ments from abusing their citizens. Governments legally could and did
protest if the rights of their own citizens were violated abroad, but rare
indeed was any effort to stop even the most outrageous abuses at home, so
long as they involved no foreigners. Under the doctrine of national sover-
eignty, states had the legal right to do virtually anything within their own
territory, including torture and murder. And although the losing side in a
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war might be forced to pay economic reparations to the victor, even the los-
ers were not held criminally accountable for the human suffering they had
imposed.

Revelations about the Holocaust and the Nuremburg trials changed all
that, creating for the first time a standard that governments could be held
broadly accountable for the way they treated their citizens, at least in some
cases. But except in the postwar trials, it was not governments that took the
lead. It was groups of citizens, often quite ordinary people. Civil society
groups pressed for the inclusion of human rights as a founding principle of
the United Nations at that organization’s founding conference in San Fran-
cisco in 1945. NGOs then set out to strengthen human rights standards by
drafting an international bill of rights, which became the 1948 Universal
Declaration of Human Rights, affirming a number of political and civil
rights. The Declaration is, of course, a toothless document utterly lacking
enforcement provisions. But as we will see, “toothless” statements of human
rights standards have been known to develop some real bite.

It took a while for these human rights activists to coalesce into a power-
ful force.”” One step forward came in 1961, when a group of lawyers in Lon-
don appealed in the London Observer for the release of two Portuguese
college students who had been sentenced to twenty years in prison after
toasting to “freedom” in public. The lawyers’ “Appeal for Amnesty” called on
all governments to release prisoners of conscience—people imprisoned for
the peaceful expression of their beliefs. The response surprised even the
founders of the effort: the appeal was picked up by newspapers around the
world. Carefully neutral, what would later become Amnesty International
organized its members in local groups that campaigned for the release of
three prisoners, one each from what were then called the First, Second, and
Third Worlds. As Amnesty’s credibility grew, so did its membership, reach-
ing more than a million by the end of the century.

Through the 1960s and 1970s, governments did their best to further
the human rights cause by demonstrating just how badly a human rights
campaign was needed. First came the Greek colonels’ coup of 1967, accom-
panied by widespread reports of torture, which spurred European activism.
Then came Augusto Pinochet’s coup and subsequent repression in Chile,
sparking an outpouring of activism in the United States in a backlash
against the active support for the overthrow of democracy on the part
of the administration of President Richard Nixon. South Africa helped by
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carrying out an apartheid policy so abhorrent that people around the world
found themselves united in protest.

The final straw came in the form of treaty language that was intended by
most of its signatories as mere rhetoric rather than an expression of sincere
commitment. In 1975, members of the North Atlantic Treaty Organization
(NATO) and the Warsaw Pact signed the Helsinki Final Act of the Confer-
ence on Security and Cooperation in Europe. It included human rights
language, language that both the Soviet Union and the United States clearly
saw as meaningless boilerplate meant only to assuage the concerns of a few
western Europeans. But Soviet-bloc dissidents took it seriously, founding
organizations that legitimized their demands as simply calling for compli-
ance with the agreement their governments had signed. This mobilization,
linked in time to human rights groups elsewhere, contributed in no small
part to the collapse of one repressive regime after another in the late 1980s.

Civil society networks were certainly not the only proponents of human
rights—the administration of U.S. president Jimmy Carter was one notable
example of a government playing a big role in promoting the cause. But not
much would have happened without them. From the 1948 Declaration to
the 1987 Convention against Torture and Other Cruel, Inhuman or
Degrading Treatment or Punishment (primarily the outcome of a campaign
by Amnesty International and other NGOs), most governments have now
agreed to be held to demanding standards with regard to the way they treat
their citizens. Although many governments clearly sign with little expecta-
tion of honoring the terms, the same groups that have pushed for the cre-
ation of standards have often proved useful in shaming governments into
better behavior. Through a repeated “boomerang effect,” local groups that
arise in protest against government repression find support from overseas
NGOs, which pressure their own governments to pressure the offending
governments to shape up.?® The overseas NGOs sometimes also manage to
inflict economic pain, persuading big corporations not to invest in countries
with repressive regimes. The process is long, arduous, and often marred by
violent setbacks and protests (by the repressor) that all these human rights
claims are just Western imperialism in a new guise. But in an extraordinary
range of cases—in South Africa, Chile, Guatemala, the Philippines, Uganda,
and Poland, to name a few—countries that once were synonymous with
vicious repression have become full-fledged members of the community of
human rights—observing states. They all underwent their transformations at
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roughly the same time, in large part influenced by the maturing of the
transnational network of human rights advocates.

As in the land-mines case, the human rights network faces major chal-
lenges. It still has its traditional work to do—there still are some severely
repressive governments around, and even the ostensible good guys suffer
serious lapses from time to time—but increasingly the problems lie else-
where. Addressing problems in economic and social rights often requires get-
ting corporations rather than governments to change behavior, and that is a
massive number of targets for NGOs to grapple with. And given the lack of
central government control in many civil conflicts, it is often not even clear

who should be targeted.

And More, and More

There are plenty of other stories to choose among, so many that this discus-
sion must now be restricted to a few quick snapshots from a broad range of
issues. One is by itself a whole range of issues—environment, economic
development, the rights of indigenous peoples—that come together in a
misleadingly short word: dams.?” For decades, large dams were built to pro-
vide water, irrigation, electricity, and flood control in scores of countries.
Such needs remain unmet in many places. A billion people still lack ade-
quate access to water, some 2 billion lack reliable electricity, and massive
floods in China and elsewhere point to the still-unsatisfied demand for flood
control. But the number of dams under construction has dropped precipi-
tously, representing a 74 percent decline from the 1970s to the 1990s. Given
that the demand for water, irrigation, electricity, and flood control has not
lessened, and potential sites for large dams remain plentiful in many coun-
tries, something else must account for the decline.

That something else is, as you might guess, civil society. Opposition to
large dams first arose in the 1950s through the 1970s in separate campaigns
in Europe, the United States, India, and many other parts of the world. In
rich countries, opposition came from conservationists who were trying to
preserve nature. In poor countries, opponents tended to be those who stood
to be flooded out of their homes and livelihoods, along with environmental-
ists. In the 1980s, these domestic groups began linking up across national
borders. Groups in Europe and the United States, enjoying increasing suc-
cess in halting and reforming dam building in their own countries, saw
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equally objectionable projects sprouting in the Third World, along with
vigorous but often ineffective domestic opposition. At the same time, a
number of environmental organizations based mostly in the United States
initiated a campaign against the World Bank and other multilateral funders
of large infrastructure projects such as dams. By the end of that decade, the
loose anti-dam network was holding international meetings, issuing decla-
rations and publications, and bringing massive publicity to protests that
made it difficult for dam construction to proceed. By the mid-1990s, this
movement had forced substantial changes in World Bank practices, a cru-
cial point because the World Bank was for decades the most important
source of funding for dams in developing countries.

In 1997, the broad anti-dam network accomplished something it had
long pursued: agreement on an independent and comprehensive review of
big dams. At a workshop sponsored by the World Bank and the World
Conservation Union (IUCN), representatives of governments, interna-
tional development agencies, transnational civil society, and private sector
dam builders agreed to establish the World Commission on Dams. This
commission was most unusual. Its twelve members included four each
from government, the private sector, and civil society, who somehow over-
came years of vituperative hostility to produce a consensus assessment of
dams and their alternatives, along with criteria for the making and decom-
missioning of dams.

Even nuclear arms control, a preserve one might expect governments to
guard with special vigor, has fallen prey to transnational activism.*® Since the
dawn of the nuclear age, a motley array of activist groups has campaigned
long and hard for a complete ban on nuclear testing. They have argued that
such a ban would be the one sure way to halt nuclear arms races. It is, after
all, hard to have a race if the runners have no way to know whether they are
passing the right milestones. At first, back in the 1950s, the peace activists,
scientists, and doctors who constituted the early protestors focused their
appeals on the health risks posed by radioactive fallout. The governments
dealt with that by agreeing on the Partial Test Ban Treaty in 1963, which
banned nuclear tests in the atmosphere and under water (and also, for good
measure, in outer space). But moving the tests underground helped put
them out of sight, out of mind.

Opver the next few decades, a whole range of civil society groups tried to
get governments to negotiate a comprehensive test ban treaty. The activists
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had a couple of legal legs to stand on. The parties to the partial test ban
accord had agreed in a preamble to seek the “discontinuance of all test explo-
sions of nuclear weapons for all time.” And a few years later, when govern-
ments signed a nonproliferation treaty aimed at stopping the spread of
nuclear weapons beyond the five countries (Britain, China, France, the
Soviet Union, and the United States) that had already acquired arsenals, the
five weapons-possessing countries explicitly agreed to seek an end to all their
nuclear testing in exchange for everyone else’s commitment not to start. But
those five governments apparently did not mean it, and they never got much
further than a few desultory discussions.

This made some people angry, and some groups came up with creative
ways of expressing their discontent. Greenpeace started off as a group of
Vancouver-based Canadians and expatriate Americans who decided one day
in 1971 to sail an old fishing boat to the U.S. island of Amchitka, off the
Alaskan coast, to protest U.S. nuclear testing. Within a few years, what had
become Greenpeace International was using some of its multimillion-dollar
budget to send protest ships to French nuclear testing sites in the South
Pacific Ocean. The organization struck a nerve. When French secret service
agents bombed and sank the Greenpeace flagship Rainbow Warrior in 1985
in Auckland Harbor, killing a photographer on board, the massive publicity
made Greenpeace a household name.

After a two-year hiatus, Greenpeace was at it again, sailing a ship to a
Soviet test site, hanging banners from London’s Tower Bridge, and sending
a group of activists to the U.S. test site in Nevada to stand on the spot of a
planned test, which was halted just in time. At the same time, the winding
down of the cold war and the growing environmental movement created
new opportunities for groups within each of the testing countries to cause
their own ruckus. In the late 1980s, Kazakh nationalists launched a power-
ful campaign to end Soviet testing at the main Soviet test site at Semi-
palatinsk in what is now Kazakhstan. (In honor of their strong transnational
connections with other opponents of testing, they named themselves the
Nevada-Semipalatinsk movement.) Members of Les Verts, France’s Green
Party, who put an end to nuclear testing near the top of their list of priori-
ties, scored well enough in elections in 1992 to pressure the government of
Francois Mitterrand to do something about French nuclear tests. In the
United States, NGOs launched an effort to get Congress to force the admin-
istration of President George H. W. Bush to stop testing.
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Governments caved. In short order, first the Soviet Union, then France,
and finally the United States announced unilateral moratoriums on their
testing programs. Then, motivated in part by lobbying on the part of NGOs,
some of the countries that had earlier agreed to renounce nuclear weapons
started arguing that the price of their continued renunciation would be
agreement on a permanent comprehensive test ban. In September 1996, the
Comprehensive Test Ban Treaty (CTBT) was opened for signature, and since
then more than 150 countries have signed.

Unfortunately from the point of view of the activists, that is not the end
of the story. During the negotiations, Russia, Britain, and China wangled a
provision naming 44 countries that must sign and ratify before the treaty
could come into effect. This was a showstopper because India was on the list.
Far from being prepared to renounce forever the possibility of acquiring its
own nuclear arsenal, in May 1998 India conducted a series of nuclear tests.
Its regional arch-rival, Pakistan, quickly followed suit. Then, in October
1999, a sharply divided United States Senate refused to ratify the treaty on
a highly partisan vote. The CTBT is not quite dead, but it is on life support.

What It All Means

There are books filled with case studies of civil society networks that have
crossed national borders to bring about transnational collective action by
governments or, as discussed in the previous chapter, by corporations.®!
Clearly, a great many people are not inclined to leave global governance to
the mercies of governments and corporations. But their growing role raises a
host of questions.

The conventional wisdom about democracy generally says that societies
need ways to organize interests outside the channels provided by govern-
ments. Civil society embodies the social trust that provides the essential
basis for sustained collective action. You may remember from chapter 3
that social scientists call this social capital: the habits of trust within a
society. At the national level, the interlacing network of civil society organ-
izations that exist within a country well endowed with social capital is the
necessary complement to democratic government, providing the broad
societal values that make sustained and effective democracy possible. As the
scale of collective action problems goes global, we need the same creation
of trust at that level.
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But there is an enormous difference between the national and global lev-
els. National civil society functions in a context set by national government.
Political mechanisms exist to work out competing interests and set require-
ments for standards of behavior, such as libel laws, requirements for disclo-
sure of funding sources, and the like. Those mechanisms do not always work
well, but the principle is clear. There are few global counterparts to these
political processes.

Transnational civil society connections may be able to create global pat-
terns of trust and cooperation. But they can also make things worse. Some
of these transnational webs contain nasty spiders spewing venomous hatred,
propagated effortlessly across the Internet. And given that with most impor-
tant issues there is no consensus on the details of what constitutes the collec-
tive good, the growing power of even the best-intentioned networks raises
serious questions about the appropriate role in global governance for those
who are largely unaccountable to anyone.

Those questions loom ever larger as the number and power of transna-
tional civil society groups grow, driven by everything from technology to
globalization to changes in ideas about what behavior is acceptable in the
world. Information technology has provided powerful new means for
transnational civil society both to organize itself, as seen in the land-mines
case, and to get its message out. The process began with the Western social
movements of the 1960s, which were transformed by television. Television
made mass social organization cheap. The social movements of the 1960s
needed only to attract a fairly small number of activists who could appeal to
a much larger number of sympathizers. A few mentions on the evening news
could do much of what earlier had required massive organizing.** This had
been somewhat true in the age of print, but visual imagery is so much more
compelling that it fundamentally shifted the repertoire available to nonstate
collective action entrepreneurs. The effects were national because television
at that time was a national medium. Now, however, new media such as the
Internet are free of such geographic constraints.

But information technology is only a part of the story. Another key ele-
ment is the growing availability of targets around which transnational coali-
tions can coalesce. Just as national civil societies arose partly because of the
infrastructure provided by nation-states and partly in reaction to the activi-
ties of states, transnational civil society is benefiting from the development
of even relatively feeble intergovernmental bodies such as the United
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Nations and its associated agencies. Although civil society groups can
become proactive, providing solutions as well as complaints, they often start
off in reaction to something people do not like.

The series of United Nations conferences on global issues that began in
the 1970s were meant primarily to draw governments together to consider
how to deal with everything from housing to population to food to the
environment, but as it turned out, the most important role of the confer-
ences was to provide a focal point around which global civil society could
coalesce. Nongovernmental groups appeared in force at the 1972 United
Nations Conference on the Human Environment, with accredited NGOs
outnumbering government delegations by two to one. Over the next
twenty-five years, the United Nations hosted more than a dozen confer-
ences on everything from food to population to the role of women.?* Each
stimulated a flurry of networking among the nongovernmental groups
working on the issues.

The most conspicuous targets of civil society activities are, of course, the
intergovernmental organizations that have real economic clout: the World
Trade Organization, the World Bank, and the International Monetary Fund.
These enjoy the unceasing attention of a smorgasbord of NGOs and assorted
protestors. So it appears that, thanks to the meetings and activities of gov-
ernments, intergovernmental organizations, and corporations, transnational
civil society is in no danger of running out of targets. These focal points are
part and parcel of the processes of globalization. Unless global integration
comes to a screeching halt, the targets of opportunity will proliferate.

At the same time, thanks to higher levels of education and material stan-
dards of living, more and more people from all parts of the world have
entered the middle class, with the skills and leisure time to participate in civil
society.>* Once civil society puts down roots within a country, it tends
to mushroom. Although Robert Putnam has famously argued that we are
seeing a decline in such participation in America, his findings are hotly
disputed by other scholars who see a change in patterns of participation
rather than an overall decline. And in other parts of the world, participation
in civil society seems to be noticeably on the rise. People who become accus-
tomed to acting in local civil society are more likely to be drawn into broader
networks. Movements and coalitions often recruit their members from exist-
ing organizations that serve a different purpose. Churches, for example, were
the springboard of both the early American women’s movement and the
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more recent civil rights movement. But we seem to be reaching a self-
sustaining cascade as so many people have become involved in some form
of civil society organization that vast numbers are available for recruit-
ment. As Sidney Tarrow points out, with so many organizations providing
“reservoirs for recruitment into a wide spectrum of movements, we may be
witnessing the foundation for a movement society.”*

All this activity takes money. That money generally comes from three
sources: governments (which are the largest contributors, especially to non-
profit service providers such as hospitals, educational institutions, and vari-
ous charities); voluntary contributions from individuals, corporations, and
foundations; and fees charged for services rendered.’® To a substantial
degree, the global rise of the kinds of civil society groups that can contribute
to global governance reflects the policies of Western governments and foun-
dations, stemming from a Western worldview that emphasizes the impor-
tance of civil society to good governance. The World Bank estimates that in
the early 1970s, 1.5 percent of income for development NGOs came from
outside donors; by the mid-1990s, this figure had reached nearly 30 percent.
In some countries, including Bangladesh, Sri Lanka, and Kenya, the level of
dependence on donor funds is as high as 90 percent.’’

The first few decades of the twenty-first century are likely to see even
more money available to support civil society. Some scholars have projected
that in the developed countries, the first half of the century will witness a
huge transfer of wealth from one generation to the next, totaling well more
than $10 trillion for the United States alone. Since bequests often provide
a means to channel large amounts of money from private hands to civil
society organizations, a fair chunk of this money may go to support civil
society. The examples of Bill Gates, George Soros, and Ted Turner, whose
donations are in the hundreds of millions, or billions, of dollars, may spur
other members of the world’s growing group of extremely wealthy individ-
uals to follow suit.

Such dependence on outside funding raises the hackles of many people
in both rich and poor countries who question whether groups funded from
abroad reflect local people’s needs and desires. If money drives the agenda,
civil society in non-Western parts of the world may not play the truly dem-
ocratic role it does in the West. The Western governments providing much
of the funding are accountable only to their own electorates, not to the peo-
ple whose lives are most directly affected.
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But the reliance on Western funding is not necessarily bad, especially if
some of it is directed toward building up local sources of philanthropy.
Social capital, like any capital, takes time to accumulate, and a little seed
money can help a lot. Effective and sustained civil society organizations
rarely arise spontaneously at the grassroots level, even in the West. As any-
one who has ever participated in a homeowners™ association, parent-teacher
association, or book club knows, it is exceedingly difficult to keep a quorum
of members showing up at meeting after meeting. The successful new civil
society organizations usually have links to established organizations that pro-
vide materials, ideas, and organizational structure. Given the nascent level of
civil society organization in many parts of the world, it is perhaps not sur-
prising that Western dominance currently looms so large. There are benefits:
NGOs frequently assert that an attachment to donors helps them learn effec-
tive methodologies and acquire technical training.*®

Because all people live in territorial states, “transnational” civil society
consists of networks of individuals and groups that are located within indi-
vidual states. And government willingness to tolerate, or even foster, non-
governmental associations varies wildly from one country to another.?” The
United States has long made it fairly easy for organizations to establish them-
selves, and it is one of the few countries that encourage contributions to a
wide range of civil society organizations by making these contributions tax-
deductible. Many Asian governments, in contrast, strictly regulate which
organizations can be legally registered or allowed to exist at all.*0 China, for
example, has about 200,000 registered “mass organizations,” but given the
obstacles to gaining official recognition, it seems likely that many more
remain unregistered or slip out of existence. Under State Council Order No.
43, no group can legally exist if it duplicates any function ostensibly filled by
a government-registered organization, whether or not the function is actu-
ally carried out.!

But attitudes and policies are beginning to change. Until quite recently,
Japan made it very difficult for NGOs to incorporate, requiring, for exam-
ple, that an organization have 300 million yen (about $3 million) in “basic
capital” permanently in the bank and severely limiting tax incentives for
contributions. In March 1998, however, Japan promulgated a new law dis-
pensing with the cumbersome and arbitrary approval process and the basic
capital requirement. The law still puts some obligations on civil society
organizations (requiring them, for example, to submit all accounting docu-
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ments and annual reports to local government administrative bodies each
year), but it is expected to bring about the addition of some 10,000 non-
profit organizations in Japan.*?

Donors and governments may make civil society possible, but they can-
not create it out of thin air. Some glue must bind together the participants
in any collective endeavor—shared interests, feelings of solidarity, or, most
likely, some combination of the two. The cosmopolitanism described in
chapter 3 provides a basis, but not by itself a motivation, to act—just as a
feeling of national loyalty may not inspire everyone to pay all their taxes and
join the army. What glue exists that can bind together transnational civil
society groups tightly enough to provide the basis for effective collective
action? What, in other words, is the identity that the members of such
groups perceive themselves as sharing?

Religion and nationalism, as discussed in chapter 3, are strong cements,
but they are not the only causes in which people believe strongly enough to
join together. One of the most striking developments of recent decades is the
emergence of those coordinated nongovernmental campaigns described ear-
lier in this chapter. These campaigns bring together individuals and groups
from many parts of the world on the basis of shared principles and causes.*?
Some participants in such networks are motivated by religious views. Many
others, however, seem to have adopted a cosmopolitan perspective, viewing
victims of faraway disasters or repression or exploitation as being fully as
human and deserving of protection as people close to home.

In short, it seems likely that the explosion of transnational civil society is
still in its infancy. Targets of opportunity will continue to proliferate, and
groups will come together to try to devise solutions to global problems.
More and more people will be able and willing to participate. Advances in
information technology will continue to lower the cost of staying connected
to distant regions. Money, though not plentiful, will be available. And gov-
ernments will accommodate the growing pressures for participation in civil
society by providing the legal conditions under which civil society groups
can exist, and perhaps even flourish.

New Rules for New Rule Makers?

Is all this newfound power and influence a good thing? Civil society within
countries is widely lauded as the essential intermediary between the state and
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the citizen. Transnational civil society is different—there is neither a true
global state nor a true global citizenry for civil society to mediate between.
So ensuring that the sector does its share of pulling humanity up the road to
our rosy future rather than pushing us down the gloomy path takes some
careful weighing of the pluses and minuses of the roles these groups can play.

On the positive side, these groups often speak on behalf of the global
future. They provide a kind of competition for the public conscience, a
means of requiring that government officials consider broader perspectives
than the immediate bureaucratic turf battle or the next election, or even the
immediate national interest. Many of the pressing transnational issues, par-
ticularly the environmental ones, worsen slowly and incrementally, undergo-
ing just the sort of barely perceptible change that ordinarily does not regis-
ter on the political radar screen. Like the proverbial frog in the pot of water,
which, if the temperature is raised slowly enough, is not alerted to jump out
before the water has boiled, governments may not be prompted to act until
serious damage has occurred. Civil society groups can provide the political
spark that triggers action.

Civil society can offer a choice of venue, as both the human rights case
and the land-mines case make clear: people dissatisfied with available gov-
ernment channels turn to existing NGOs or sometimes acquire outside help
to create their own.

Intergovernmental negotiations on most issues drag on for years as nego-
tiators seek agreements acceptable to both their home countries and the
other negotiators. In the land-mines case, governments first negotiated an
agreement in 1980 that, by 1995, despite being revised, still had not man-
aged to ban the things. The Ottawa Process, driven as much by the Inter-
national Campaign to Ban Landmines as by governments, got the job done
in a year.

Probably the single most important role of transnational civil society
organizations is as setter of standards of behavior. In the networking that
occurs among themselves and in their interactions with governments, inter-
governmental organizations, and the private sector, these nongovernmental
and nonprofit groups convey norms regarding both the means and the goals
of collective action, just as domestic civil society organizations do within
national borders. In so doing, they may be creating the basis of a global
polity: not a world government, but a common culture with enough in the
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way of shared values to seek broad agreement on issues that merit collective
action on the global scale.** Some common values are already widely recog-
nized, such as the universality of basic human rights and the need for eco-
nomic development to be environmentally sustainable. The insistence of
transnational civil society on these values holds governments and corpora-
tions to international standards that are high aspirations, not lowest com-
mon denominators.

But there can be big drawbacks to leaving global governance in the hands
of unelected, often unaccountable, and sometimes fanatical activists. Not all
campaigns are motivated by the pursuit of truth, justice, and equity. These
problems arise at the national level, too, but at that level, governments—
supposedly—can override the distortions of special pleaders. Transnational
civil society networks can and do operate anywhere. They often consist of
people in one place claiming to speak for people in another. To date, they
have remained relatively immune to the growing pressure for transparency
that governments and businesses face. Most of the groups that participate in
transnational networks have become adept at gathering and disseminating
information about their targets and their causes, yet few show much inclina-
tion to disseminate information about themselves. Unless that immunity is
revoked, transnational civil society could exacerbate, not alleviate, the dem-
ocratic deficit in transnational governance.

For the most part, this is not deliberate secretiveness. Staffs of NGOs are
usually poorly paid and badly overworked, and those who have dedicated
their lives to saving the world from some terrible menace may find the
prospect of spending precious time releasing information about themselves
irritating at best. For some groups, such as those working on human rights in
repressive countries, secrecy is often vital to the survival of the organization,
not to mention the survival of staff members. But most groups have
no such need for secrecy. In the long term, the credibility of transnational civil
society may be at stake. The best way for civil society groups to allow others
to hold them accountable is to take the time to explain their mission, goals,
funding, and information sources. Groups that believe they deserve a place at
the global governance table, on the basis of their expertise or their ability to
represent voices otherwise unheard, will have to accept others’ demands for
accountability. Since they are not subject to elections or market pressures and
do not want to be closely regulated, accepting transparency is their best bet.
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The Future of Transnational Civil Society

To return to the question that opened this chapter: Are the hopes for a
world saved by civil society merely a bad case of the “warm and fuzzies,” or
are there real grounds for optimism? There is good news—actually, quite a
lot of it. Transnational civil society has become a self-sustaining phenome-
non, spurred on by the globalization of many of the same factors that drove
the evolution of Western civil societies at the national level. At its best, it
can build that foundation of trust, that sense of community, that is essen-
tial to the definition and resolution of collective action problems even at the
global scale. Only through civil society can the world develop the habits of
extensive cooperation, across cultures and issue areas, that constitute social
capital. But this can happen only if donors, governments, and civil society
organizations themselves recognize that transnational civil society needs to
go beyond its typical role as advocate for single issues and special causes. Its
success in the long run depends increasingly on its own willingness to be
held accountable. Those who have designated themselves the guardians of a
global public interest must now make it much easier for others to watch
them. They must recognize that their growing power brings with it
increased responsibility, and they must shine their powerful spotlight on
themselves as well as on governments and corporations. The public whose
interests they adamantly claim to defend has the right to see what they are
up to in the public’s name.
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The Raging Grannies were not accustomed to facing tanks. But on that
bleak December day, they found themselves standing silently in a crowd and
watching a tank roll slowly toward them.

The setting was Seattle, Washington, not a place normally associated
with tanks in the streets. The time was late 1999, during the now notorious
meeting of the World Trade Organization (WTO). Most news reports con-
centrated on the violence perpetrated by a handful of self-described anar-
chists. But the Raging Grannies, a group of mostly older women who sing
at all sorts of local political protests and rallies, were much more typical of
the tens of thousands of protestors who filled Seattle’s streets that week.
Their mission, as described on their World Wide Web site, is to “promote
global peace, justice, and social and economic equality by raising public
awareness through the medium of song and humor.” They took to the streets
not to smash windows or get themselves arrested. Instead, they went out of
a strongly held conviction that the WTO was acting to benefit the world’s
big corporations at the expense of ordinary people. They saw the Seattle
meeting as a major opportunity to draw attention to what they feared was
being done to ordinary people in the name of globalization.'

On December 2, spooked by the inability of the police to control the
violence, Seattle officials declared a state of emergency and cordoned off the
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section of the city where the WTO meeting was taking place. The Grannies
had an engagement to sing at a church just outside the cordoned-off area as
part of a daylong conference on globalization. The church was packed.
(Imagine the scene: a group of mostly grandmother-age women wearing big
hats and performing an anti-WTO diatribe? in rap-song style.) After the
Grannies' performance, one of the conference coordinators proposed that
everyone form a human chain, linking hands, and walk to the police line
demarcating the cordoned-off area. The idea was not to break the blockade
but merely to silently protest it. The resulting crowd filled the block, stand-
ing there quietly for perhaps half an hour. On the next block, inside the cor-
don, was a tank pointing in the direction of the protestors.

Then—nothing. The tank moved toward them and then stopped. After
a while, some of the crowd started softly singing protest songs. Eventually,
everyone went home.

That dramatically unsatisfying denouement notwithstanding, the protes-
tors had accomplished their main goal. They had forced awareness of the
WTO onto the front pages and into evening news broadcasts. The meetings,
and the protests, continued for a couple more days with massive media cov-
erage. Unfortunately, that media coverage focused on the sporadic instances
of violence, leaving most observers scratching their heads about just what the
WTO really does, what the protestors were protesting against, and why.

But as massive anti-globalization protests have continued to dog most
meetings of global leaders in recent years (protests that were temporarily
scaled back in response to the attacks of September 11, 2001), the issues
raised by the protestors have become part of the debate over globalization.
When most people talk about globalization, they are thinking about eco-
nomics. Vast quantities of capital and jobs now flow across borders. Multi-
national corporations such as McDonald’s and Microsoft market their prod-
ucts around the world. Swings in stock prices and interest rates ripple from
one country to the next. A single car or computer may be manufactured,
component by component, in half a dozen countries. The level of trade
across national borders is growing substantially faster than is the total global
economy.

Some people believe this impressive degree of economic integration is
leading us straight to the rosy scenario presented in chapter 1. If govern-
ments will just continue to lower barriers to the flow of goods and capital,
the argument goes, their citizens will reap extraordinary benefits: more
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choices for consumers, higher returns for investors, greater efficiencies from
competition, possibly even perpetual peace in a world so tightly tied together
that war would never pay. “On the eve of the 21st century the world stands
on the threshold of a long, strong surge in economic growth and living stan-
dards unprecedented in world history,” argues one true believer, Knight
Kiplinger.?

Others see economic integration as the road to ruin, leading straight to
the gloomy scenario. Many people, particularly poor people, find their lives
disrupted and sometimes devastated by the decisions of faraway investors and
international institutions. Even if many gain, others lose, and the losses can
spark political instability—such as riots in the streets. Economic integration
may create pressures within a country to lower health or environmental stan-
dards because domestic producers must compete with imports that do not
have to meet those standards. And with border controls weakening, all sorts
of nasty things are leaking or sneaking across borders, from the laundered
profits of drug kingpins to the weapons of terrorists to non-native species of
insects that wreak ecological havoc in their new homes. The customs posts
that once might have sufficed to separate the bads from the goods now have
about as much effect as a feather in the path of a fire hose. The United States
alone saw some 500 million people, 100 million vehicles, and $850 billion
worth of imported merchandise passing its borders in 1999—and that is just
what went through legally.* Economic integration, says this view, is not the
road to a prosperous nirvana. Instead, in the words of one wary voice, it has
“the potential for destroying society.”

Why do so many people so passionately believe that economic integra-
tion is humanity’s great hope for the future, and why do so many others con-
demn it? Both outcomes are plausible. Neither, however, is inevitable. The
problem is not with the fact of integration itself; the problem is with the
manner in which that integration is being carried out. Economic integration
is a messy, complex process that requires an enormous number of difficult
policy choices. Making those policy choices well requires a wide-reaching
debate about the broad goals to which economic integration should con-
tribute and about what rules and processes will get us to those goals. That
debate needs to encompass more than protestors in the streets shouting at
“experts” who closet themselves in private and listen only to one another.
The rules that govern economic integration—globalization—are not tech-
nical matters to be settled by small committees of mandarins. They are
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fundamental questions about prosperity, democracy, and global stability,
about who will—and who will not—benefit.

Despite the confident (and frequently contradictory) assertions of a host
of economists and policy mavens, no one really knows how to devise an
economic system that is broadly beneficial and reasonably equitable. We
clearly are not there yet. The current global economy is deeply unjust, and
in some ways it is becoming more so. Eighty percent of the world’s people
live in countries that produce only 20 percent of the world’s total income.
A century ago, the average person in the richest country was only nine times
richer than the average person in the poorest country. Now, the disparity is
sixty to one.

Given the wildly divergent paths the richer countries have followed in
achieving economic development, the continuation of extreme inequality
between rich and poor, and the succession of financial crises from Europe
to Mexico to Asia to Russia to Brazil just in the 1990s, one might expect pol-
icy makers to evince a certain humility and openness to debate. Adherence
to the notion of democratic discourse would require wide-ranging debate
both within countries and at the global level.

Reality is far from these ideals. To date, the rules of the newly global
economy are being made primarily by a relative handful. The resulting rules
largely reflect the interests of the governments of a few rich countries, in
particular the United States. This is no great surprise to students of power
politics. The seven richest countries, known as the Group of Seven, or G-7,
dominate the global economy, and the United States, which by itself
accounts for more than one-fifth of global gross domestic product (GDP), is
the 800-pound gorilla in economic negotiations.” Given that virtually all the
world’s largest multinational corporations are based in G-7 countries and
that most foreign direct investment originates there, it is hardly surprising
that those governments promote corporate freedom of action. But that
leaves most other interests, including those of the vast majority of national
governments, relegated to the sidelines.

Not only is the decision-making process exclusionary, it is often unduly
secretive. When the International Monetary Fund (IMF) offers a loan to a
developing country, until recently the terms were negotiated between the
IMF and one or two ministries of the national government, usually the
finance or planning ministry. There was little scope for public debate.®
When the WTO considers whether one country’s environmental legislation
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constitutes an illegal barrier to another country’s exports, it does so in closed
hearings using confidential documents.

This is an unsustainable approach to global economic decision making.
A process that lets the few make the rules for the many stands a good chance
of resulting in mistakes and provoking a backlash. The photogenic protests
at the WTO meeting in Seattle in late 1999, the protests in Washington,
D.C., against the IMF and the World Bank in April 2000, and those in
Genoa against the G-7 in 2001 represent just the most dramatic compo-
nent of a widespread set of often reasonable objections to economic rule
making. But little real dialogue is occurring. Instead, the general response
has been vituperative dismissal. And that is unfortunate because only if it is
handled properly can global economic integration help to create and sustain
a long boom.

Back to the Future?

This is not the first time the world has tried globalizing its economy; it is the
second. The first began in the late 1800s and ended abruptly in 1914 with
the outbreak of World War I. That earlier incarnation of globalization saw
massive flows of goods and money across borders, just as is happening today.
But the rules were quite different.

In those days, the global economy operated according to the simple, and
fatally flawed, rules of a system called the gold standard. Under the gold
standard, countries held gold in national reserves and issued currency only
in a fixed ratio to their holdings of gold. The point of using gold to back cur-
rencies was to ensure confidence, the most fundamental element of a mod-
ern economy. Any economy that has gone beyond the primitive barter stage
needs money to serve as a store of value and a medium of exchange. But
money is not a physical, tangible thing with inherent value. Instead, it is
quite literally a confidence game. Because we all agree that those little pieces
of paper or metal have value, they do. If confidence in the value of money
disappears, so does the value of money, which can lead to the kind of hyper-
inflation that brought Weimar Germany crashing down. Since the belief in
the inherent value of gold was considered to be much stronger than the
belief in the value of little pieces of paper, having a gold-backed currency
meant having a “sound” currency, one that would not collapse at the first
sign of financial difficulties.
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Because the gold standard dictated a country’s money supply, it also reg-
ulated how much international trade could occur. Ships carried gold back
and forth across the Atlantic Ocean in payment for imports. If a country
imported more than it exported, it would have to send out more gold than
it received in payment, its money supply would contract, interest rates
would rise, economic activity would slacken, and it would import less.”

The gold standard system was so simple in essence that a child could
understand it. Indeed, one of the world’s best-known children’s stories may
actually be a parable about monetary policy and the gold standard.!® When
L. Frank Baum wrote 7he Wonderfil Wizard of Oz at the end of the 1800s,
the American dollar was pegged to gold. In 1896, with the economy in bad
shape and looking likely to get worse, the hard-fought presidential campaign
between Democratic candidate William Jennings Bryan and Republican
William McKinley hinged on whether the United States should start back-
ing its currency with silver as well as gold. The “bimetallic” standard, argued
the “free silver” advocates, was desperately needed to increase the money
supply so that banks could lend, so that businesses, which were failing at an
alarming rate, could hire (making a dent in an unemployment rate that
stood at more than 14 percent), and so that farmers could refinance their
crushing debt loads.!!

What does all this have to do with the Land of Oz? Start with the name.
Oz is the abbreviation for ounce, the unit in which gold and silver are meas-
ured. Dorothy is carried to Oz on the cyclone of the free silver movement
and lands on the Wicked Witch of the East, who leaves behind only her si/-
ver shoes. (The moviemakers, uninterested in the monetary allegory of the
story, apparently thought ruby slippers would look better on the screen.)
Dorothy gets the slippers but has no idea of their power. Neither, apparently,
do most denizens of Oz, except for the Wicked Witch of the West (who may
represent the Ohio-based Republican McKinley, defender of the gold stan-
dard). She is desperate to get the silver slippers before Dorothy, or anyone
else, recognizes their power. But Dorothy heads off down the Yellow Brick
Road (the gold standard) to the Emerald City (Washington, D.C.) in the
company of a scarecrow (small farmer) and a tin man (small business) in
search of the solution to their problems. None of them realize that they have
the answer—silver—with them all along,.

Baum never said whether the story was actually intended as a monetary
allegory. But the wizard truly was a fraud. The gold standard was a good sys-
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tem for inspiring confidence, but confidence is not the whole story for an
international monetary system. There must also be means to pump up the
money supply when recession threatens or to reduce it to bring inflation
under control.'? As economies grow, they need to have more money slosh-
ing around to handle the growing number and size of transactions. But
under the gold standard, growth in the money supply was limited by the
quantity of gold that happened to be mined each year, so the money supply
ended up depending on the vagaries of gold discoveries rather than on the
needs of an economy. And on that score, the gold standard failed.

But it is not easy to figure out how else to run a global economy. The lack
of an effective alternative became evident at the end of the 1920s. When
stock markets fell, governments did all the wrong things. They frantically
devalued their currencies, each trying to make its own the cheapest currency
so that demand for exports would rise. This obviously could not work—it is
not possible for everyone simultaneously to be cheaper than everyone else.
Governments also raised tariffs sharply, trying to protect domestic business
from outside competition. The resulting closure of markets had devastating
effects around the world, helping to spark economic depression that con-
tributed to the outbreak of World War II. By the mid-1940s, Europe lay in
ruins and the world’s economies were in tatters.

Determined to avoid the mistakes of the 1930s that had led to such
catastrophe, the economically dominant United States (with much help
from British economist John Maynard Keynes) set out to establish three
intergovernmental organizations. The International Trade Organization
was to serve as the forum in which governments would reduce trade barri-
ers. The IMF was to control exchange rates, to avoid those catastrophic
competitive devaluations. The World Bank was to provide capital to rebuild
Europe’s devastated economies. In all three cases, things did not work out
exactly as planned.

Trade

Policy makers recognized that if they wanted to promote free trade, with its
attendant economic efficiencies and broad societal gains, they needed global
rules in place to overcome the domestic political pressures they would
inevitably face. The gains from free trade may be considerable, but they
are diffuse. Everyone gains, a bit, from lower costs that result from higher
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productivity. But some people, those employed in low-productivity industries
that cannot hold their own against foreign competition, lose a lot—their jobs.
The losers have far more incentive to mobilize politically in favor of protec-
tions than the winners do to mobilize in favor of openness.

Internal U.S. politics derailed the planned International Trade Organi-
zation, but the General Agreement on Tariffs and Trade (GATT) quickly
filled the breach. It evolved from a treaty establishing rules and principles
for periodic multilateral trade negotiations into something resembling an
international organization, with its own secretariat and director-general to
oversee the implementation of GATT rules.'”” From 1947 until the forma-
tion of the World Trade Organization in 1994, GATT provided the forum
for eight rounds of multilateral trade negotiations aimed at reducing tariffs,
quotas, and other barriers to trade.

The first few rounds of GATT negotiations, held in the 1950s and
1960s, were relatively straightforward, involving some twenty to thirty
major economies and lasting less than a year each. In those early rounds, the
task was clear—to lower tariffs on manufactured goods. These rounds
mostly liberalized trade among the rich countries, not between rich and
poor. This is because GATT depended on reciprocal lifting of barriers, and
poor countries had little to offer to entice the rich into specific bargains.

Opver time, however, the number of countries participating and the range
of products covered under the negotiations soared. By the 1980s, a hundred
or so countries were involved in negotiations that covered trade worth hun-
dreds of billions of dollars.'* The subject was becoming far more complex.
Governments that could no longer use tariffs to protect their domestic con-
stituencies were devising a remarkable range of “nontariff barriers”—clever
ploys such as quotas and government procurement policies that could quite
effectively discriminate against imports or promote exports. At one point,
for example, France reacted to a flood of Japanese videocassette recorders
(VCRs) by requiring that all shipments go through a customs post in
Poitiers, hundreds of miles from their ports of arrival—a truly peculiar bout
of protectionism, given that, as the Economist reported, “France had no VCR
industry to protect; its government simply found all those imports annoy-
ing.”! Japan banned rice imports on the grounds that foreign-grown rice
would upset Japanese stomachs.

But not all nontariff barriers were protectionist—that is, aimed at keep-
ing out foreign competition. They included such measures as health and
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safety standards established in response to domestic demands for noneco-
nomic quality-of-life improvements. These standards could not simply be
eliminated, but they differed so widely from one country to another that they
had the effect of impeding trade. At the same time, under intense pressure
from the United States, GATT negotiators began trying to free up trade in
politically sensitive and highly protected agricultural products and in services,
involving a hugely increased number of economic actors, and began trying to
deal with thorny issues of intellectual property rights.

The final set of GATT negotiations (called the Uruguay Round, after the
location of the opening session), originally scheduled to last from 1987 to
1990, dragged on for year after weary year. Agreement was finally—barely—
reached in December 1993, making some progress toward liberalization of
agriculture and services and establishing that highly controversial intellectual
property regime discussed in chapter 5. And GATT members agreed to
create a permanent World Trade Organization with a dispute settlement
mechanism that could rule decisively on whether member governments were
complying with the rules. The WTO has some 140 member countries, with
more lined up at the door.

The creation of the WTO did not end controversies over trade. Instead,
trade policy is becoming an ever more fierce battleground. Contending
camps readily wrap themselves in self-righteous proclamations of moral
superiority.

The most powerful weapon of the pro—free traders is a logically com-
pelling idea: comparative advantage, which holds that all countries benefit
from free trade because trade allows each country to specialize. Some coun-
tries have lots of workers but not a lot of capital and therefore are relatively
more efficient at making widgets that require lots of labor but not capital.
Rich countries with plenty of money but labor shortages should make other
products, those that require lots of capital but not so much labor. If every-
body does this and then trades, each country will be better off because all
countries will be producing as efficiently as possible and everyone will end
up with the maximum number of products at the lowest cost. Thus, econo-
mists often argue, governments should make trade as easy as possible, keep-
ing barriers to a minimum.

So why were all those people in the streets of Seattle trying to stop the
WTO’s member governments from launching another round of trade nego-
tiations? One big contingent was labor, which does not like agreements that
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threaten existing jobs. But many other protestors favored reasonably free
trade. They just did not think that was what was being negotiated.

If comparative advantage explained trade, most trade should take place
between countries that are capital-abundant and labor-short (characteristic of
the world’s rich countries) and those that are capital-poor and labor-abundant
(the poor countries). That would lead to convergence of wages—workers
around the world with similar skills and productivity would receive similar
wages—which is exactly why that kind of trade is still relatively restricted.
The rich countries impose high tariffs and other protectionist measures on
everything from textiles to sugar from poor countries because allowing
truly free trade would be too painful to many domestic labor and business
groups that could not compete with cheaper producers overseas. Although
it is theoretically possible in rich countries for the winners from trade to
compensate domestic losers through progressive taxation and redistribu-
tion using the gains from trade enjoyed by consumers as a whole, this
is practically and politically difficult to do. It is easier to keep the trade
barriers up.

Although those barriers are coming down to some extent, at present most
trade takes place within the rarefied confines of the triad made up of North
America, western Europe, and Japan, all of which are by global standards
capital-abundant and labor-short. It turns out that comparative advantage is
only one reason countries engage in trade. Another is economies
of scale.!”” When it is cheaper to make a product by the million than by the
dozen, it makes sense for a company to increase the size of its market by
selling overseas as well as at home. That creates an industry with a few big
producers rather than many small ones, exactly the pattern of trade increas-
ingly seen among the rich countries. This kind of trade also benefits con-
sumers, economists say, because it enables companies to make their products
efficiently, and that keeps prices down.

But those big companies are almost all based in the rich countries, which
are accustomed to working out trade deals among themselves, with everyone
else getting only the chance to sign on to the package deal. Only gradually
are negotiations beginning to involve the broader WTO membership. At
Seattle, delegates from developing countries contended that the rich coun-
tries were “keeping us like animals, keeping us out in the cold and telling us
nothing,” in the words of Egyptian trade negotiator Munir Zahran.'® When
President Bill Clinton made a speech suggesting that future trade agreements
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might include labor standards, developing countries were furious at what they
perceived as a direct attack on their comparative advantage in trade—cheap
labor. And remember that lone Haitian trade representative mentioned in
chapter 42 As long as the world remains inequitable, so will trade negotiations.

Moreover, as economies become ever more deeply integrated, trade rules
can no longer be just about trade. It has stopped making sense to think of
international trade as a distinct issue that can be dealt with separately from
others. Yet that isolation is exactly what the current system for regulating
trade requires. The WTO’s mandate and procedures are meant to promote
free trade, not to balance among competing concerns. And there are no
equivalent international institutions standing up for those competing global
values. That is why networks of nongovernmental organizations (NGOs) are
demanding that environment, labor practices, and human rights considera-
tions be included within the WTO itself. They claim that previous rounds
have sacrificed environmental and safety standards and lowered workers’
wages.!” They want a place at the bargaining table to ensure that does not
happen again. And to make sure they get it, or at least that they are not
ignored, they have organized public opposition to trade liberalization in a
range of countries around the world, and they are demanding that the nego-
tiations be transparent so deals cannot be cut in secret.

The current system of trade rule making elevates concerns about the effi-
ciency gains from trade above all others, and it has the muscle to make its
priorities stick. Unlike GATT, the WTO can authorize members to impose
sanctions on other members that refuse to abide by WTO verdicts in trade
disputes. Those verdicts are based on the rules laid down in a series of inter-
national trade agreements, including GATT itself and the Uruguay Round
accords. The WTO dispute resolution procedure puts three trade experts on
a panel to adjudicate trade disputes among member governments. If the
panel decides that a country is engaging in a practice that contravenes the
rules, that country must choose between being hit with trade sanctions or
changing its practice.

This sounds straightforward, but the application decidedly is not. Which
practices actually contravene the rules, and who decides, have proved to be
highly problematic issues. One famous dispute exemplified the fears that
WTO decisions would put trade liberalization ahead of all other concerns.?
In the late 1980s, the United States began requiring its domestic shrimp
industry to use a simple metal grid called a turtle excluder device to keep
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endangered sea turtles from being entangled and killed in shrimp trawler nets.
The problem was serious—sea turtles are threatened with extinction, and
100,000 adult turtles were being killed each year around the world. But when
the United States required foreign shrimp trawlers to use the same device if
they wanted to sell shrimp in U.S. markets, four Asian countries complained
to the WTO that this constituted an unfair trade practice—and won.

The initial WTO ruling was truly appalling. On April 6, 1998, a WTO
dispute settlement panel ruled that the U.S. requirement violated the terms
of GATT. The panel ruled that 2ny unilateral environmental regulation that
restricted trade constituted unjustifiable discrimination because such regula-
tions violate rules that allow countries to keep out only harmful products.?!
Countries are not supposed to ban imports on the basis of the way those
products are made. The ruling seemed to be based on a fear that allowing
any distinctions based on method of production would allow countries to
develop all sorts of new barriers to trade on the basis of environmental claims
or other concerns, such as labor standards.

The rejection of any possibility of imposing production process require-
ments on imports ignores the basic nature of environmental and social policy
making. Those policies are @bout production processes. To argue that countries
must accept imports irrespective of the process by which they are made is to
force countries to reward foreign practices that may damage the environment
on which we all depend, even if they have banned those practices at home.

Fortunately, the story does not end there. The United States appealed
the ruling to the WTO appellate body, which also ruled against the United
States—but for very different reasons. It flatly rejected the original panel’s
reasoning, arguing instead that there is no reason to assume in advance that
environmental restrictions on imports are unjustifiable. GATT does allow
states to have nontariff barriers such as environmental regulations on
imports if “necessary to protect human, animal, or plant life or health” or if
the regulations relate to “the conservation of exhaustible natural resources.”
The regulations just have to be nondiscriminatory, applying equally to
domestic and foreign producers. The appellate body also reprimanded the
panel for refusing to allow NGOs to submit briefs directly, pointing out
that WTO panels can accept whatever submissions they believe would be
helpful to their analysis. It then found that endangered species are certainly
included in the “exhaustible natural resources” that GATT allows its signa-
tories to protect.



Economic Integration 155

So why did the WTO appellate body rule against the law? The problem,
it found, was not with what the United States had tried to do but with Aow
the United States had tried to do it. It had required all other countries not
merely to protect sea turtles but to do so by the methods dictated by the
United States. It had made few efforts to reach multilateral agreements on
the subject with other countries. It had not made use of existing forums to
raise the issue, and it had not become a party to several multilateral treaties
that aimed to protect turtles and other endangered species. It insisted that
other countries put turtle excluder devices on a// their shrimping vessels, not
just the ones whose catch was sold in the United States. Its certification
process for determining whether countries complied with this requirement
relied on bureaucratic judgments not subject to appellate review. And it had
given some countries three years to install the devices but others (including
the four Asian states that filed the complaint) only four months. All this,
ruled the WTO body, amounted to unjustifiable and arbitrary discrimina-
tion, illegal under trade rules.*

This decision still assumes that promotion of free trade deserves at least
equal footing with prevention of extinction of a species, an assumption
many people would hotly dispute. After all, if countries take the time to
comply with all the procedural niceties, by the time they reach agreement,
the species in question may already be gone for good. But it does open the
door to a broader range of considerations in WTO dispute resolution proce-
dures in the environmental arena. And the decision raises valid points about
what kinds of considerations should go into global policy making. Poor
countries argue, with substantial justification, that if the rich care so much
about environmental public goods, then the rich should help the poor defray
the costs of making the transition from environmentally destructive to more
environmentally benign production methods.

Other issues may be more intractable. Labor groups and human rights
advocates in the rich countries claim that their hard-fought improvements in
working conditions are threatened by the loss of jobs to workers in countries
that maintain lower standards and that often do not permit workers to
unionize. They demand that global labor standards be enforced through the
WTO, a prospect that horrifies governments of developing countries, which
see their cheap labor supply as their major competitive edge. It is hard to tell
whether labor groups from poor countries agree with their governments’
assertions, since workers in many poor countries lack the right to organize



156 THE COMING DEMOCRACY

independently and speak out freely. The standards themselves already exist.
They were negotiated through the International Labor Organization (ILO),
a body representing governments, employers, and workers set up after World
War I, when the great threat to economic prosperity was seen to be labor
unrest. The WTO and most governments argue that labor issues are prop-
erly still the province of the ILO. Workers’ rights advocates have no interest
in allowing their concerns to be sidelined to the toothless ILO when the real
power lies with the WTO.?

Finance

Global finance sounds—and in its details is—intimidatingly complex, but
the basics are simple. At the heart of capitalism is the need for sources of cap-
ital—that is, money. The system works when people can invest some of their
money in businesses that can use it to make profitable goods and services.?*
The financial system has to be regulated so that people have confidence in
the banks, mutual funds, and stock markets and are willing to put their
money there. Otherwise, people will stuff their mattresses with cash and the
capitalist system will grind to a halt. But for capitalism to work well, the
financial system also has to be flexible and efficient, with firms competing to
provide the best returns on capital. Thus, regulators are always trying to
strike a balance between ensuring safety and creating the right incentives for
firms to achieve the desired efficiency and flexibility.

In contrast to trade, capital flows remained relatively restricted until
recently. World War II led to tight government controls on securities mar-
kets and banking systems as governments directed credit in order to channel
financial resources to where they would do the most good for the war effort.
“What was bequeathed by the War,” economist Barry Eichengreen noted,
“was thus not just controls on international financial transactions but tightly
regulated domestic financial markets which made feasible effective enforce-
ment of those controls on international financial flows.”?

After World War II, the world experimented with variants on the gold
standard, trying to find ways to fix exchange rates to avoid the competitive
devaluations that had so badly undermined the world financial system in the
1930s. Under the system devised at the famous Bretton Woods Conference
in 1944, the U.S. dollar was pegged to gold and other currencies were
pegged to the dollar. But that system could work only as long as countries
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imposed tight restrictions on the amounts of currency that could cross their
borders in either direction. Without those restrictions, speculators could buy
or sell large quantities of a country’s currency, forcing the government to
choose between buying or selling large quantities of foreign exchange to
defend the pegged exchange rate or changing the value of the currency. The
Bretton Woods conferees established the International Monetary Fund to
monitor and guide any adjustments of exchange rates.

The pegged system fell apart in turn in the early 1970s, when inflation
drove the United States off the gold standard.?¢ Since then, countries have
tried all sorts of strategies to ensure confidence in the value of their curren-
cies, such as pegging them to strong currencies such as the dollar. Argentina
did this to conquer persistent hyperinflation until its ongoing fiscal problems
made the peg too expensive to maintain. More and more, however, currencies
are floating freely as the costs of trying to defend a fixed value for a currency
prove unbearable in an era when capital is allowed to go wherever it wants.”’

All the rich countries and a growing number of developing ones have
deregulated their financial markets substantially, agreeing that markets are
better than governments at figuring out where capital should go. From
domestic financial liberalization flowed international liberalization. Once
those with capital, such as banks and investors, are free to do as they please
domestically, it is virtually impossible to prevent them from acting interna-
tionally as well, particularly in the era of advanced information and commu-
nications technologies.?®

As a result, very large amounts of money now flow across national borders,
primarily passing through private, rather than government, hands. Anyone
with money to invest can put it anywhere in the world. The fluid transfer of
funds across national borders is the single most dramatic element in global
economic integration. Securities markets, banks, and insurance companies all
operate increasingly in cyberspace, instantaneously anywhere. Capital floods
across borders at a breathtaking pace in a bewildering variety of forms—more
than $1.5 willion in foreign exchange transactions every day. Capital is
increasingly concentrated in large multinational corporations and in pension
funds, mutual funds, and insurance companies, whose professional managers
have proved quite willing to cross borders in search of better returns.”

That has advantages in that the capital concentrated in the handful of
highly industrialized countries can readily flow to other countries, presum-
ably to be put to its most efficient possible use. But it causes problems, too,
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sometimes severe ones. For one thing, what is most efficient from an
investor’s perspective—the highest possible rate of short-term financial
return—is not necessarily the best use of resources for a country’s long-term
development. Moreover, this system of freewheeling capital flows is prone to
very high levels of volatilicy—waves of capital flooding in and out unpre-
dictably. In the last two decades of the twentieth century, some 100 coun-
tries experienced financial crises, and such crises are becoming both more
frequent and more harsh.>

The biggest problem lies with short-term capital flows, which create huge
problems for people who in no way benefit from, or have any voice in, cap-
ital market transactions. Investors know that there is no reliable international
financial architecture to support the increasingly globalized economy, so they
are easily spooked when markets in a country or region appear to be turning
downward or even appear likely to do so. And because much capital is held
in the form of short-term investments or liquid instruments, crises of confi-
dence are easily triggered. In those crises, large numbers of foreign investors
quickly pull their money out of a country, not because there is suddenly
something wrong with that country but because it seems likely that everyone
else will pull out their money, thus undermining the national economy.

Robert Solow, a Nobel laureate in economics, explained what can happen:

In a world characterized by easy mobility of capital and the
existence of enormous pools of liquid funds willing to go any-
where, anytime, in search of a few basis points of advantage,
speculative bubbles can easily form and burst. Herd behavior
on this scale can easily overwhelm national regulatory institu-
tions, and may be more than a match for some international
institutions. The result can easily be instabilicy. Moderate
amounts of speculation are often stabilizing: if interest rates
are higher here than there, funds will flow from there to here,
pushing down the yields here and raising them there. On a
larger scale and at higher speeds, however, overshooting in one
direction can turn into panic flows in the opposite direction,
and then somewhere else, until whatever orderliness there is
crumbles. . . . When Russian bonds collapsed in value, the
lenders were subject to margin calls; they naturally sold off the
least promising assets they had, which turned out to be Brazil-
ian paper; so the panic was transferred to Brazil.!
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That volatility has nasty consequences for ordinary people, especially
people in poor countries. When foreign investors decide to pull their money
out, countries can find themselves financially crippled, pressured to raise
interest rates to astronomic levels to lure foreign investors back. If they fail
to raise those rates, the IMF will not provide the loans they need to tide
them over. But with interest rates so high, local businesses cannot afford to
borrow to finance expansion, and the whole national economy plunges into
recession, Or worse.

This happens only to poor countries. When rich countries find them-
selves in similar difficulties, they are free to cut rather than raise interest rates
to boost their economies because they are not so desperate to attract foreign
capital or IMF loans. Only poor countries face pressures to adopt austerity
policies to reassure foreign investors that they have the capacity to pay their
debts. Since poor countries are far less likely to have social safety nets such
as unemployment insurance to protect their most vulnerable citizens, the
ultimate effects of financial volatility can be truly devastating for workers
and their families.

The downsides of financial globalization showed clearly in the aftermath
of the Asian financial crisis, as revealed in a series of reports from the Asian
Development Bank. Korean unemployment tripled from 1997 to 1999,
worsened by the conditions of the IMF emergency bailout, which initially
required very high interest rates that sparked mass bankruptcies.’* Indonesia
suffered most, with the poverty rate nearly doubling, food prices rising
sharply (exacerbated by drought), and school fees escalating beyond many
family budgets.*

And it is not over yet. Although the headlines have cheered Asia’s rapid
recovery, the picture is actually quite mixed. In April 2000, the Asian Devel-
opment Bank released another report. It showed what on the surface was a
robust economic recovery, with GDP growth averaging 6.2 percent across
the region in 1999 and expected to continue at the same pace in 2000. For-
eign capital was flooding back in, raising stock market values by more than
25 percent in dollar terms.>® But there are more people living in poverty in
the region today than there were in the mid-1990s, at least 10 million
more.” Indonesia remains a basket case.

Even if unrestricted capital flows were an unambiguous good and volatil-
ity could be somehow managed and contained, most people would not ben-
efit from them. The degree and consequences of economic integration are,
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to put it mildly, uneven. If you are reading this, you are, by global standards,
wealthy and well educated, and almost certainly tied relatively tightly to
world markets. Most people are not. In fact, almost half 36 the world’s pop-
ulation gets by on an income of less than two dollars per day.*” Both eco-
nomic growth and economic integration have occurred primarily among the
already rich triad of North America, western Europe, and Japan. Fewer than
twenty developing countries, such as Taiwan, Korea, and Brazil, have large
trade and capital flows.

But such countries as El Salvador, Haiti, and most African nations
received essentially none of that newly available investment capital.’® (The
trade story is similar—trade accounted for 37.4 percent of the economies of
the rich countries in 1999 but only about 8 percent of the economies of the
low-income countries that year.??) Similar stories apply in the cases of gross
private capital flows and gross foreign direct investment—the rich countries
account for the lion’s share of economic integration. So to the degree that
capital flows are desirable because they provide funds for productive invest-
ment, most countries have yet to benefit.4°

Economic Development and Democracy

The third element of the postwar economic order, the World Bank, found
its mission changing almost as soon as it was created. Born to rebuild
Europe, it was quickly overshadowed by the Marshall Plan. But it soon
found a new raison d’étre—providing assistance to the huge numbers of
countries seizing independence from their former European colonial mas-
ters. Most were poor, badly in need of foreign capital at a time when such
capital was largely tied up inside the borders of rich countries. The World
Bank stepped in to fill the gap.

The next several decades saw waves of development fashions come and go
as the World Bank and others struggled to figure out how to turn poor coun-
tries into rich ones. But in the intervening decades, only a few, mostly Asian,
countries have seen sustained economic growth. And when private capital
markets grew to dwarf World Bank funds, the new fashion became one of
figuring out what poor countries could do to attract some of those newly
available moneys.

In the late 1980s, a broad consensus emerged, or at least received a label.
The Washington Consensus (so tagged by economist John Williamson in
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1989) purported to lay out a set of ten propositions for the steps poor coun-
tries and those “in transition” from Soviet-style central planning should follow
to become richer. The rules called on countries to eliminate all sorts of barri-
ers (to trade, financial flows, and competition) and to reform government
practices regarding collection and expenditure of revenues.*! As labels are
wont to do, the term quickly took on a life of its own, standing as shorthand
for getting the government out of the way of market forces and lowering
barriers to exchange, both within a country and across its borders.

Some governments became true believers in pro-market reforms. Lag-
gards were strongly pressured by the IMF and the World Bank, which made
adoption of such reforms a condition of their new “structural adjustment”
loans—Iloans to help countries in crisis get their internal economic houses in
order. Because the IMF and the World Bank assumed they knew what
proper internal economic structures should look like, the loans came with a
wide range of conditions attached. Those conditions routinely required
countries to cut public spending, which usually led to substantial decreases
in education, health, and other social service budgets. The conditions also
called for reduction or elimination of subsidies on everything from basic
foods to gasoline. The IMF and the World Bank were often correct that such
subsidies, intended to help the poor, more often benefited those better off,
but their abrupt cutoff sparked widespread social unrest. The conditions also
tended to demand liberalization—state-owned industries had to be sold to
the private sector, interest rates raised to draw foreign investment, barriers to
foreign ownership lowered, and currencies devalued to make exports more
competitive. All were eminently sensible policies under some circumstances.
Interest rates had often been kept artificially low, currencies were often over-
valued, and protected domestic industries were often woefully inefficient.
But the structural adjustment policies paid too little attention to the specific
conditions prevailing in individual countries. In some cases, they demanded
changes that were simply politically impossible to sustain, and in others they
imposed unnecessary hardship.

Not surprisingly, the often simplistic application of pro-market reforms
failed to achieve widespread, equitable, and sustainable growth. The rela-
tively easy steps of lowering barriers to trade and financial flows took place
in countries that were utterly incapable of regulating their banks, stock mar-
kets, or privatization programs. The national systems of regulation that allow
confidence in national financial institutions and provide social safety nets for
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the losers in the economic game do not have enough in the way of international
counterparts to regulate, stabilize, and legitimize what markets do, and poor
countries almost by definition are short on the necessary institutional infra-
structure to do the job themselves. Countries that have never
had much in the way of stock markets are setting them up to provide a
new means of corporate financing in which international investors can
participate, for example. However, effective regulation of stock markets is
a difficult task, one that countries such as the United States have spent decades
attempting, and failing, to perfect. The result is often a highly concentrated
stock market plagued by rampant insider trading and usurious commission fees.

Over the course of the 1990s, new preconditions for economic success
kept being discovered and added to the original set—strengthening govern-
ment institutions, increasing the domestic savings rate, fighting corruption,
fostering transparency of both markets and governments, strengthening the
rule of law. If poor (and middle-income) countries need to be efficient, well-
run, incorrupt, transparent, and able to draw on significant domestic savings
in order to make economic development happen, then their prospects would
seem hopeless. Few of the world’s rich countries fully measure up to these
standards. The truth is, of course, that countries that are now rich have fol-
lowed a wide range of paths to become so. Some, like the United States,
engaged in massive environmental despoliation, savagely oppressed large
parts of their population, cheerfully repudiated foreign debts, endured peri-
ods of massive corruption, and most emphatically maintained high trade
barriers and restrictions on capital flows whenever they felt so inclined.

The mandarins who now so confidently prescribe various nostrums agree
only on what fails—government control of the economy—not on what
works. The debate over how poor countries should proceed remains very
much alive.*? Should all countries open up to unlimited financial and trade
flows to benefit from access to capital, technology, and ideas, or should they
reimpose controls to protect themselves from the devastating volatility that
can wreak havoc on a society? When financial crisis does strike, as it did so
often in the 1990s in so many countries, should governments raise interest
rates to lure foreign capital back, even at the cost of throwing their
economies into recession or depression? Should the responsibility for adapt-
ing to globalization lie with individual governments, or can the global finan-
cial system as a whole be made more stable?
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In short, the growing degree of economic integration is no accident. It
results from deliberate government decisions to lower the barriers that used
to keep capital and products pretty well locked up within national borders. In
response to the painful experience of the 1930s and 1940s, the major West-
ern economies spent the last several decades of the twentieth century reduc-
ing barriers to trade. Recently, they have also dropped barriers to financial
flows, allowing foreigners to buy and sell their currencies and invest in their
stock markets. And as seen in chapter 5, production of goods and services also
has globalized as countries that formerly mistrusted multinational corpora-
tions, seeing them as exploitative agents of neo-imperialism, have come to see
them instead as, at least potentially, providers of needed capital, jobs, technol-
ogy, and managerial know-how. In the last two decades of the century, the
collapse of the Soviet communist model and the failures of closed economies
in Latin America, in contrast with the striking economic successes of East
Asia, have led most governments to conclude that open market systems will
lead to greater prosperity than systems based on barriers to international
exchange. Scores of countries decided to lower tariff barriers and deregulate
their financial systems. Governments that showed signs of reluctance found
themselves prodded along by the IMF and the United States.

Private capital flows between countries now far outweigh the foreign
exchange reserves available to governments. Trade in goods and services is
growing faster than the global economy as a whole, accounting for more
than $4 trillion per year in a global economy of some $30 trillion.”> Huge
pools of capital are looking for somewhere to go, and those who control
those pools prefer to go to countries that do not have controls on capital
flows. A growing number of companies operate in several countries at once.
All this, combined with still-present memories of the disastrous political and
economic consequences of closure in the 1930s, will probably keep the pres-
sures toward economic openness going for quite a while.

Making It Work Better

This increasingly integrated global economy, tied together by trade, financial
flows, and production processes that cross borders, is improving the effi-
ciency of investment and production in many places. That increases overall
economic wealth. Globally, per capita gross national product (GNP) rose in
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the 1990s. But that blanket statement hides vast inequities and injustices and
sheer human suffering. And creating a system that can do better is no easy task.

It is not clear that the same rules should apply to countries in wildly dif-
ferent stages of economic development. Some societies are more able and
willing than others to pay for higher levels of environmental protection,
unemployment benefits, and other societal goods that markets do not pro-
vide. Rules that make sense to Americans living on an annual income of
$29,240 may make no sense to Indians living on $440 per year, not to men-
tion Ethiopians living on $100 per year.* The idea of children working eight
or ten hours each day to help feed their families may seem repugnant to the
rich but simple necessity to the poor. As economic integration progresses, it
becomes ever harder to determine what is a society’s legitimate demand to
set standards on social and environmental issues according to its own needs
and preferences and what is merely a disguised barrier to trade.

The inequities in the system make it difficult to come up with solutions
that are economically and politically sustainable. The rules are being made
overwhelmingly by the biggest beneficiaries—the richer segments of the
population of the United States, the members of the European Union, and
Japan—and by the international financial institutions they dominate. They
may be correct in their claim that the economic efficiency they are promot-
ing could help everyone in the long run by increasing aggregate wealth. But
so far the rules have not done much to protect the vulnerable from the costs
of rapid change. This intense focus on economic efficiency ignores the real-
ity that efficiency is not a goal. It is a means of enabling societies to use
resources productively in the pursuit of goals. And some of those goals—
long-term social justice and environmental sustainability—may conflict
with short-term maximization of economic efficiency.

The unrepresentative process of global economic decision making threat-
ens to trigger a backlash from those not represented. The trend toward
greater integration is strong, but it is not irreversible. Although economic
globalization results partly from technology—transportation and communi-
cations are now so cheap and easy that the economic rewards from trade and
financial flows are higher than ever—integration takes place only to the
degree that governments allow. Tariffs still exist. So do fixed exchange rates
and controls on capital flows. Barriers may be harder to maintain, but if
governments decide that the political or social costs of globalization out-
weigh the benefits, they could reinstitute controls. Malaysia did, as a tempo-



Economic Integration 165

rary response to the Asian financial crisis of the 1990s. On trade, WTO
member governments have agreed in principle on a new set of negotiations
intended in part to overcome some of the existing trade inequities, but dif-
ficulties in those negotiations, along with recent protectionist moves on
steel, agriculture, and timber by the United States, have raised doubts about
whether much can be accomplished.

In a sense, we have been here before. Once the industrial revolution got
under way in the mid-nineteenth century, trade and capital flows skyrock-
eted. In the period 1870-1914, those flows actually may have constituted
a larger share of world economic activity than they do today.*> But that his-
torical experience does not give great cause for complacency about how well
a nationally organized humanity can deal with a globally organized econ-
omy. The period 1870-1914 was followed not by a sustained period of
global prosperity but by World War I, the creation of the Soviet empire, the
Great Depression, and World War II.

Although some lessons have been learned from earlier mistakes, new pres-
sures make management of economic integration even more difficult this
time around. Trade and foreign direct investment cover a much broader
range of the economy than was the case a hundred years ago, creating inter-
national competition where it did not previously exist.** Corporations oper-
ate transnationally to a degree not seen before, creating real trouble for gov-
ernments trying to tax and regulate. Governments are now expected to
protect their vulnerable citizens from the effects of economic volatility, and
their failure to do so can create significant social unrest. Perhaps most impor-
tant, the costs of getting it wrong are higher than ever. If economic break-
down could spark global depression and global warfare in the 1930s, what
might it lead to in the far better armed and more crowded world of the early
twenty-first century?

The mandarins say that is exactly why we need them to make the eco-
nomic rules that can protect us all from catastrophe. But such a technocratic
approach ignores the inherently political nature of the subject. There are real
trade-offs to be made on everything from how much protection patents will
receive to which environmental regulations will be struck down. And the
rules governing those trade-offs will be effective only if they are both appro-
priately designed and seen as legitimate. Governments can enforce rules only
if most people are willing to obey them, not if most people are looking to
flout or overturn them. The rules will be neither well designed nor seen as
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legitimate if they are made behind closed doors by small cabals and then
handed down from on high. As integration penetrates ever deeper behind
national borders, a much broader, more open system of decision making is
necessary. But how can that be brought about?

Opening Up

Bono has one answer. The renowned Irish rock star, lead singer of the band
U2, has transformed himself into a policy wonk of no mean accomplishment.
He dedicates much of his time to the campaign against poor-country debt.
Scores of countries owe so much money to foreign creditors (both to private
companies and to aid agencies and international institutions) that their
required payments often exceed the sum total of new capital coming in.
Often, the governments that incurred that debt were dictatorships—some-
times kleptocracies that spirited the funds out of the country—but even when
the governments change, the debts remain. Bono thinks that much of that
debt should be canceled. And he has a great deal of company in a transna-
tional civil society network called Jubilee 2000. Bono’s is the famous face, but
it has taken the combined efforts of thousands of people in many countries,
working through Jubilee 2000, to force the rich countries and the interna-
tional financial institutions to pay serious attention to the world’s highly
indebted poor countries. The debts are obviously unpayable, but until Jubilee
2000 came along in the 1990s, few among the economic policy—making elite
showed much interest in finding ways to relieve the burden.

Jubilee 2000 is just one of many civil society networks trying to force
open the global economic decision-making process. In the late 1990s, a
transnational coalition helped to kill international negotiations on the pro-
posed Multilateral Agreement on Investment, an agreement that the coali-
tion argued would protect the interests of investors over those of just about
everyone else. The IMF is only beginning to attract a network of activists
who do more than protest in the streets, but the World Bank has been sur-
rounded by NGO coalitions demanding change since the early 1980s. Those
coalitions have come at the World Bank from several directions. They
include rich-country environmentalists outraged by the environmental
destructiveness of many Bank-funded projects such as dams and roads, rep-
resentatives of poor-country communities involuntarily resettled from lands
made uninhabitable by those projects (and often dumped in new places that
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offered no prospect of livability), and proponents for indigenous peoples
whose cultures and livelihoods were rapidly disappearing. Collectively, they
have pushed the World Bank to adopt the disclosure policy described in
chapter 4, to get serious about following its own environmental and human
rights standards, and to establish a procedure to allow those affected by a
Bank-funded project to complain directly to the World Bank.

As in the case of Jubilee 2000, many of the networks involve NGOs based
in rich countries trying to collaborate with people in poor countries. Some of
the American groups that led the Seattle protest worked for months in advance
with counterparts in other countries, including Canada, India, France,
Indonesia, Malaysia, Thailand, Japan, the United Kingdom, the Netherlands,
Germany, Argentina, and Ecuador. What these networks represent is more
than an inconvenience for business as usual. They are the first stirrings of a
badly needed set of mechanisms for feedback and accountability.

But the networks by themselves can be only one part of the equation for
imposing accountability and broadening the range of voices involved in eco-
nomic decision making. The other factor will have to be a much greater
degree of transparency. Citizens have a right to know about government eco-
nomic plans and performance, and governments do not escape that obliga-
tion by delegating their authority to intergovernmental organizations. Con-
sumers and investors have a right to know about the products they buy
(including the processes by which those products are made) and about the
companies they invest in. As economies cross borders, so do those rights.
And everyone who is affected by the decisions of intergovernmental organi-
zations such as the IME, the World Bank, and the WTO has a right to know
what decisions are being made, by whom, and with what consequences.

The reasonableness of expecting governments, corporations, and even
intergovernmental organizations to let people know what they are up to seems
widely accepted, even acclaimed. The World Trade Organization’s Web site is
full of references to the importance of transparency in the promotion of free
trade, and its director-general, Mike Moore, said in May 2000: “We are try-
ing to make the WTO’s work even more accessible to the man and woman in
the street. . . . We welcome public scrutiny. We have nothing to hide.”¥

Following the Asian financial crisis of the late 1990s, an array of global
policy makers and pundits touted transparency as never before.® According
to this new conventional wisdom, the trouble arose because secretive “crony
capitalism,” misleading government reports, and lack of adequate corporate
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financial disclosure left foreign investors unable to assess the true quality and
risk of their investments. All sorts of new standards for corporate and gov-
ernment disclosures have popped up in recent years. The IMF has developed
data dissemination standards specifying what economic performance and
policy data governments should make publicly available and how often, how
widely, and by what processes. Dozens of countries now provide such data
on the IMF’s Web site.

The trend may be toward greater transparency, but the rhetoric remains
far stronger than the reality. That is because the incentives to hide economic
information remain powerful. Citizens who know how the economy is actu-
ally doing and what government officials are doing about it might be
tempted to demand changes in those policies—or in the officials. The World
Bank and the IMF have become powerful promoters of the principle of
transparency, but their own disclosure policies, as seen in chapter 4, leave
much to be desired.®

Achieving the degree of transparency needed for informed widespread
participation in the debate over economic globalization will be no easy
task, but it is clearly possible. And it is essential. Secretive decision making
by small groups of elites cannot and should not continue. Without broad
and informed participation, policy decisions will fail to incorporate essen-
tial perspectives and will lack the legitimacy that only a public voice can
bring. Good public policy, in economics as in other issue areas, has to be
truly public.



Environment

If you want to think about what Mother Nature might have in store for us,
consider the fate of Easter Island.! Easter Island is about as close as the world
comes to a self-contained ecosystem. The nearest habitable island is 1,400
miles away, and South America lies more than 2,000 miles to the east. It
should be an environmental Eden, given its subtropical location and fertile
volcanic soil. And once, apparently, it was. Pollen from sediment samples
reveals that for some 30,000 years, a thick forest covered the island, with
shrubs, herbs, ferns, and grasses underneath. The lack of predators had made
the island into a haven for seabirds of at least twenty-five nesting species,
probably the richest breeding site in the Pacific Ocean.

When the first settlers canoed over from Polynesia perhaps 1,600 years
ago, Easter Island must have seemed paradise indeed. The trees provided a
source of rope, edible nuts, and sap that could be made into sugar or syrup.
Big trees made it possible to build big canoes, go out to sea, and hunt the
giant porpoises that were the only available large-animal source of meat, and
the seabirds provided a readily available supplement. The soil would have
supported a variety of crops.

So the settlers did what anyone would do. They prospered, multiplied, and
created a complex civilization, with rival clans jockeying for status. That jock-
eying for status culminated in the giant stone statues that have made the island

169
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famous. These statues were as much as sixty-five feet tall, weighed as much as
270 tons, and were often transported several miles from where they were
carved, despite the absence of either wheeled vehicles or beasts of burden.

Given the original abundance of natural resources, the creation of the
statues is no great mystery, although it remains an impressive accomplish-
ment. It would have required at most a few hundred people to load the stat-
ues onto wooden sleds and drag them from the quarries to their final sites,
assuming abundant supplies of rope and wood were available. Archaeologi-
cal sites suggest there was a population of 7,000 on the island, or possibly
two or three times that number, ample for the task if readily available food
supplies permitted sufficient spare time.

But sometime around A.D. 1500, the settlers stopped making statues. By
the time the first European explorer dropped by, on Easter Sunday (hence the
island’s name) in 1722, the island was a wasteland, with no tall trees, few birds
other than chickens, and almost none of the small trees from whose fibers rope
could be made. With the forest gone, islanders could no longer go out to sea
and hunt porpoises because there were no more big trees from which to carve
seaworthy canoes. Deforestation led to soil erosion and degradation, so crop
yields fell. As surplus food disappeared, so did the complex social structure and
centralized government, replaced by a warrior class. The population had
crashed to some 2,000 by the time Europeans found the island, and the sur-
vivors were living in caves for protection from one another. Rival groups began
toppling one another’s statues, and by 1864 none were left standing,.

Is this our future? It could be. Biogeographer and Pulitzer Prize-winning
author Jared Diamond, who wrote the article from which the above descrip-
tion was drawn, concludes his essay by pointing to disturbing parallels:

Easter Island is Earth writ small. Today, again, a rising popu-
lation confronts shrinking resources. We too have no emigra-
tion valve, because all human societies are linked by interna-
tional transport, and we can no more escape into space than
the Easter Islanders could flee into the ocean. If we continue
to follow our present course, we shall have exhausted the
world’s major fisheries, tropical rain forests, fossil fuels, and
much of our soil in the next few decades. If mere thousands of
Easter Islanders with only stone tools and their own muscle
power sufficed to destroy their society, how can billions of
people with metal tools and machine power fail to do worse?
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But, as Diamond points out, there is one crucial difference between us
and the Easter Islanders. We know what happened to them. We can use that
knowledge and all the advantages of a technologically sophisticated and lit-
erate civilization to head down a very different path. People have done so
before, using technological and political innovations to fend off Malthusian
predictions of imminent disaster. India and China no longer endure massive
famines, thanks to higher-yielding crops combined with new agricultural
techniques. And environmental degradation can sometimes be reversed,
given sufficient time, money, and determination. The Cuyahoga River in
Cleveland, Ohio, which caught fire in 1969, has since become the center of
a thriving riverfront restaurant district and is used for boating.

Unfortunately, that the Easter Island outcome can be avoided does not
mean that all will necessarily turn out well. No one really knows whether the
guide to the future should be the continued failure of Malthusian fears to
materialize or the horror of Easter Island. The scale and speed of environ-
mental change are so much greater than anything seen before that history no
longer serves as a reliable guide. What we can learn from Easter Island is a
cautionary tale: what can happen to human populations that wear out their
welcome with Mother Nature through ignorance or folly.

The threat is a systemic and far-reaching one. All that frenetic economic
activity described in the previous chapter requires not only the infrastructure
humanity builds but also the infrastructure and resources nature provides.
Obviously, we do not make the air, water, and soil on which our lives
depend. Less obviously, nature also provides essential—and irreplaceable—
services. It cleans the air and water we pollute, recycles organic matter into
usable form, and maintains the infrastructure of ecosystems that nurture all
the species on which we depend for food and medicine, and all the natural
resources that provide grist for the mills of our industrial civilization. Nature
provides flood control, pollination, erosion control, and genetic resources.

Governments, and most citizens, pay much more attention to economic
indicators than to environmental ones. That skewed focus not only brings
about serious environmental degradation but also threatens long-term eco-
nomic prospects because it encourages shortsighted exploitation of natural
resources. People generally think it is good news if gross domestic product
(GDP) goes up. GDP measures all the flows of money within an economy,
and most people assume an increasing GDP is necessarily a sign of growing
real wealth. As most economists would admit, it is not. If a country were
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to cut down all its forests and sell the lumber, GDP would go up—tem-
porarily. GDP might even continue to show an upswing for a while after
the forests were gone because the government would be pressed to spend
money coping with the erosion, flooding, and other effects of ecosystem
destruction.

Nature does not charge for its services. If it did, the bill could easily
overwhelm the entire global GDP. One rough estimate cited a value of
$33 trillion for nature’s services in 1995, roughly equal to global GDP?
Perhaps if we did have to pay, we would take better care of those ecosys-
tems. Because nature provides its goods and services at no monetary cost,
there is no price mechanism to enforce their efficient allocation. As a result,
no market incentive militates against damaging the ecosystems. And we are
damaging those systems apace.

As the human population soars past the 6 billion mark, humanity has
acquired the capacity to alter the environment on a planetary scale, chang-
ing the planet’s physiology and potentially damaging its capacity to support
life. Human action has already poked a hole in the stratospheric ozone layer
that protects Earth from the sun’s ultraviolet radiation. A strong scientific
consensus now holds that the emissions of greenhouse gases such as carbon
dioxide from fossil fuel use are trapping heat in the atmosphere, thus alter-
ing the climate. If unchecked, climate change could raise ocean levels
enough to swamp the coastal areas and inundate the river deltas, where a
large fraction of humanity lives. It may already be altering precipitation pat-
terns, changes that eventually could turn grain belts into dust bowls, turn
deserts into grain belts, and generally throw societies into turmoil as they
attempt to cope with ever more variable weather patterns.> And as popula-
tion growth, the global rise in living standards, and pollution interact to
reduce the availability of renewable resources such as water, clean air, arable
land, forests, and fisheries, the turmoil that can result from struggles for
these increasingly scarce resources is unlikely to remain neatly contained
within political boundaries in a highly interconnected world.*

The warnings are loud, clear, consistent, and numerous. One impressive
scientific panel after another has come to sobering conclusions about how
fast humanity is damaging the planet’s environmental infrastructure. The
United Nations” “Comprehensive Assessment of the Freshwater Resources of
the World” reported in 1997 that “water resource constraints and water
degradation are weakening one of the resource bases on which human soci-
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ety is built. Water shortages and pollution are causing widespread public
health problems, limiting economic and agricultural development, and harm-
ing a wide range of ecosystems. They may put global food supplies in jeop-
ardy and lead to economic stagnation in many areas of the world.” The
World Commission on Forests and Sustainable Development warned in 1999
that “there has been a clear global trend toward a massive loss of forested
areas. . . . The current trends are toward an acceleration of the loss of forested
area, the loss of residual primary forests, and progressive reduction in the
internal quality of residual stands.”® The Consultative Group on International
Agricultural Research recently reported that 40 percent of the land used for
agriculture is already degraded by erosion, nutrient depletion, waterlogging,
and other causes. Given that most arable land is already used for crops and
that world cereal production must increase by 40 percent by 2020 to meet
growing demands for food, that degradation bodes ill for the future.”

It has been evident for quite a while that all these pieces could add up to
serious trouble for the planet as a whole. The Royal Society and the National
Academy of Sciences, the top scientific institutions in the United Kingdom
and the United States, respectively, and not noted for overreaction, warned
in 1992 that “the future of our planet is in the balance. Sustainable develop-
ment can be achieved, but only if irreversible degradation of the environ-
ment can be halted in time. The next thirty years may be crucial.”®

Only recently has anyone tried to put the pieces together systematically
to assess the overall condition of the planet’s environmental health in the way
the International Monetary Fund (IMF) and the World Bank routinely
assess the global economy. The United Nations Development Programme,
the United Nations Environment Programme, the World Bank, and the
World Resources Institute (the latter a highly regarded private research insti-
tute in Washington, D.C.) recently undertook a pilot analysis of global
ecosystems to provide a meaningful, reasonably objective overview of the
state of the planet. Their report evaluates the health of the ecosystems on
which economic activicy—indeed, life itself—depends. Those ecosystems are
of five kinds: agricultural land, coastal waters, forests, freshwater, and grass-
lands. From these, directly or indirectly, humanity and all other species
derive the necessities of life, from water to fiber to food to less obvious but
no less essential services such as carbon storage (to counter global climate
change) and maintenance of biodiversity (essential to ecosystem resilience as
well as provision of genetic resources for future foods and medicines).
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Their findings are summed up in the subtitle of their report: People and
Ecosystems: The Fraying Web of Life. They conclude that

the capacity of ecosystems to continue to produce many of the
goods and services we depend on is declining . .. human
activities have begun to significantly alter the Earth’s basic
chemical cycles—the water, carbon, and nitrogen cycles—that
all ecosystems depend on. Our emissions of CO, have
brought the real threat of global climate change and, with it,
potential changes in the distribution and productivity of
ecosystems. Our emissions of nitrogen—in the form of fertil-
izer runoff and nitrogen oxides from fossil fuels and land
clearing—have thrown off the balance of nutrients in many
ecosystems. Our appropriation of more than half the planets
freshwater runoff has pushed aquatic ecosystems to the point
of depletion. These stresses strike at the foundation of ecosys-
tem functioning and add to the fundamental erosion of pro-
ductive capacity that ecosystems face on a global scale.”

It is ironic how differently we treat natural and man-made infrastructures.
If we were wearing out roads at the rate at which we seem to be wearing out
our systems for purifying air and water, producing food, and generally keep-
ing ourselves alive, action would be taken. Both roads and ecosystems are
public goods, not likely to be adequately provided by market forces. Govern-
ments know they are responsible for roads, and it is easy to tell when roads
are not being maintained, so governments tend to spend money on building
and maintaining them. Who takes responsibility for maintaining wetlands,
fisheries, forests, or topsoil in good enough condition that the planet as a
whole does not end up like Easter Island? And who should?

The problem stems in part from the sheer number of people in the world.
Global population has jumped from a mere 1 billion in 1800 to 3 billion in
1960 to a remarkable 6 billion sometime in 1999.'° And it is growing at a rate
of about 78 million people per year. That figure actually represents a slowing
of the rate of increase; just a few years ago, births were outpacing deaths by 86
million per year. Part of the slowdown is due to a higher death rate in some
places caused by such factors as the AIDS epidemic and the catastrophic col-
lapse of the public health systems in the former Soviet Union, but most of it
comes from families around the world deciding to have fewer children. Even
so, we are still adding a new Philippines or Vietnam every year.
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Total global population will continue climbing for quite a while,
although how high it will get is anyone’s guess. For the first three decades of
the twenty-first century, we will be seeing the consequences of the high
birthrates of the previous three decades as all those people grow up and have
children of their own. This is what demographers call demographic momen-
tum. Even if everyone in the world immediately decided to have only
enough children to replace themselves, there are already so many young peo-
ple in the world, with their childbearing years ahead of them, that by the
year 2100 the world would have 7.3 billion people. A more likely number is
a peak of at least 9 billion by the year 2050.

Can the environmental infrastructure support all these people? A large
population does not necessarily have to pose environmental problems. There
is a concept called the “ecological footprint”: how much of Earth’s produc-
tive capacity a given person appropriates for everything from food to trans-
portation to commerce to waste absorption.'! People who drive sport utility
vehicles, eat lots of red meat, and draw power for home heating and air-
conditioning from coal-fired power plants have vastly larger footprints than
do people who rarely eat meat, do not have cars, and have never experienced
air-conditioning. The average American has an ecological footprint ten times
greater than that of the average person in a developing country.'?

It is possible to imagine ways in which dense populations could live very
lightly on the land—relying primarily on solar and wind power, recycling
everything, devising production processes that produce few, if any, waste
products.”> Many types of pollution are decreasing in the rich countries,
thanks partly to technological improvements and partly to powerful envi-
ronmental advocacy movements that have helped to bring about strict envi-
ronmental regulations.

But in general, the urban, industrialized or industrializing half of the
world’s population treads heavily on the planet. The problem runs deeper
than can be solved by the clean-up-your-mess regulations that have partially
detoxified the air over Los Angeles and London. The problem is the very
nature of modern industrial production, predicated on burning fossil fuels
and using up resources. Americans, Germans, and Japanese consume more
than twenty tons of fuel, metals and minerals, food, and forest products per
person every year.'"* Almost all this gets dumped back on Mother Nature as
waste or pollution. And that is literally not even half the story of the ways in
which rich people disturb the environment. Agriculture and forestry erode
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some 33,000 pounds of soil per American per year. Building roads, main-
taining waterways, and getting at the coal that powers much of America’s
industrial activity requires moving some forty tons of rock and dirt each year
for every person in the country. European figures are similar.!®

The United States, Japan, and Europe together account for less than one-
sixth of the world’s 6 billion people but are responsible for a wildly dispropor-
tionate share of environmental problems. This small fraction of the world’s
population uses as much as ten to thirty times the energy of people in poorer
countries such as China and India and contributes the lion’s share of emis-
sions of greenhouse gases from the burning of coal, oil, and natural gas.!®

Those in the poorer half of humanity have a much smaller footprint per
person, but they are much more directly hurt by environmental degradation.
They often grow their own food, burn firewood for fuel, and get their water
directly from local rivers. So when soils degrade, forests disappear, and rivers
dry up or become contaminated, the half of humanity that still lives in rural
areas suffers. And the pattern of population growth ensures that those prob-
lems are going to get worse. The overwhelming share of population growth
will occur in what are presently the world’s poorer countries, and among the
poorer segments within those countries. Richer people tend to have far fewer
children, partly because they are more likely to have access to adequate
contraception, but mostly because they tend to want fewer children. The
world’s poorest people are those who make their living directly from the
land, often by engaging in subsistence agriculture. For these people, children
are an economic asset, an extra pair of hands to fetch the water or tend the
cow. For the rich, who send their children to school, children are an eco-
nomic liability. And although population growth rates are coming down
even among the very poor, demographic momentum ensures that pressures
on the soil, water, and forests will escalate in the first few decades of the cen-
tury. There are also a couple of billion people in between these two extremes
who have climbed out of poverty and are getting richer. As they get richer,
they are adopting the consumption habits of the rich.

Some people think that stopping or reversing economic integration
would solve environmental problems. They claim that developing countries
cannot devote resources to environmental protection because they are forced
to repay onerous foreign debts or to slash government spending in compli-
ance with structural adjustment loan conditions of the IMF and World
Bank. But the economic—environmental connection is not clear-cut. High
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debt levels do correlate with high levels of deforestation as countries sell off
timber or convert forestland for cash crop production. But exports are not
necessarily more environmentally harmful to produce than the domestic
products they replace.”” IMF-imposed austerity programs lead to reduced
government spending, which is blamed for cuts in environmental protection
programs. But the government spending that gets cut may also be the envi-
ronmentally harmful kind, such as large road or dam projects, which often
lack adequate environmental safeguards. IMF and World Bank structural
adjustment requirements can help the environment quite directly if they
force governments to cut energy or irrigation subsidies.'®

The globalization of production has similarly mixed environmental
effects. On the positive side, the more efficient technologies made available
to poor countries should reduce some degree of waste. But the globaliza-
tion of production also allows consumers in rich countries to benefit from
environmentally harmful production processes without directly paying
the environmental costs. The goods thus produced are cheaper because the
environmental costs are pushed off on poor countries, which often lack the
resources to regulate such production or to clean up its consequences.

Consumers in the rich countries may not intend to impose such costs,
but they often have no way of knowing that they are doing so. As discussed
in chapter 7, under the existing international trade agreements, governments
are not allowed to ban or discriminate against imports of goods made
by environmentally undesirable processes, even if they have banned such
processes in their own territory. Even requiring labels to inform consumers
about the way products are made may, under WTO rules, constitute a
barrier to trade. The reasoning behind these rules seems to be that poor
countries should be free to make their own decisions about how much envi-
ronmental damage they are willing to inflict on themselves in the name of
economic progress.

That reasoning is widespread in the economics profession. Former secre-
tary of the U.S. Treasury Lawrence Summers once argued, when he was a
World Bank official, that economic rationality called for encouraging the
movement of dirty industries from rich countries to poor ones and for
dumping toxic wastes in the lowest-wage countries. He reasoned that the
costs in forgone wages from higher mortality and morbidity would be low-
est where wages were lowest, and that the aesthetic objections to pollution
matter more to the rich than to the poor."”” When his memorandum express-
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ing this view was leaked, igniting a firestorm of protest, Summers claimed he
was merely trying to put some rigor into what was usually a muddled
discussion of the relationship between environment and economics.?’ In
fairness, the tone of the memo was clearly sarcastic and intended to provoke
discussion. But the broader point that Summers and others repeatedly
make—that economic reforms and economic growth are the best response
to environmental degradation—has real flaws. The economist’s answer to
demands that environmental concerns be part of global economic decision
making is often to counsel patience. The rich countries also had horrendous
pollution when they first industrialized, a century or so ago. It is reasonable
to expect that as societies grow richer, they will develop the same kind of
stricter environmental standards.

But there are real differences between the situation a century ago and that
of today that make such a let-the-market-solve-it approach seem more
ostrich-like than sagacious. First, no rich country ever had to deal with the
sheer scale of environmental pressures now facing the poor countries. Yes,
when Europe was industrializing, it had dense populations living under envi-
ronmental conditions every bit as appalling as those facing Mexico City or
New Delhi today. But Europe did not have cities of tens of millions of peo-
ple, and it had a vital safety valve—migration. Millions upon millions of
Europeans simply left. Today’s poor may be trying to do the same, but the
rich are trying hard to keep them where they are.

Second, environmental degradation was not a global problem then.
When it comes to such matters, especially climate change, rich countries
have not solved them—instead, they are the main contributors to those
problems. We in the rich countries never did solve the problem of biodiver-
sity loss—we wiped out our share of species and are now making relatively
feeble efforts to protect the remaining endangered ones. Issues that were
local in a world of a billion people become global in a world six times as
densely populated. Even if it were morally sound for the rich to push envi-
ronmental costs onto the poor, the environmental consequences are unlikely
to remain within the borders of developing countries. Toxins have a nasty
habit of spreading throughout food chains, ending up on dinner plates far
from their point of entry into an ecosystem. How the climatic disruptions
induced by too much burning of fossil fuels will affect different regions is as
yet unpredictable, but the atmosphere is unlikely to pay much attention to
the political boundaries that separate rich and poor countries. To claim that



Environment 179

production processes have only local environmental consequences is to
reveal a profound misunderstanding of the way ecosystems work.

Third, there is no particular reason to believe that all regions will see sig-
nificant economic growth in the first few decades of the century, even when
measured in the traditional way—that is, not taking into account the degree
to which economic “growth” may simply reflect overconsumption of natural
resources such as forests and fisheries. Many countries have cloudy prospects.
In much of Africa, the Middle East, and the former Soviet Union, it is quite
possible that real per capita economic growth simply will not occur.

How to Solve the Problems

If it is unlikely that humanity will automatically grow its way out of envi-
ronmental danger, are the prospects for governance—deliberate collective
action—any brighter? Concerns about environmental issues, local and
global, have spawned a vast array of meetings, agreements, treaties, laws, and
other human efforts to clean up the mess. The first of the big United Nations
conferences on global issues, the United Nations Conference on the Human
Environment in 1972, brought together 113 countries, a wide array of inter-
governmental organizations, and numerous nongovernmental organizations
(NGOs), which declared the necessity of safeguarding the environment in
the interests of present and future generations.?! It also led to creation of the
United Nations Environment Programme, which tries to catalyze and coor-
dinate the environmental efforts of intergovernmental, nongovernmental,
national, and regional bodies, essentially serving as the United Nation’s envi-
ronmental conscience.?” Twenty years later, in 1992, the United Nations did
it again with the United Nations Conference on Environment and Develop-
ment (UNCED, popularly known as the Earth Summit or Rio conference)
in Rio de Janeiro. The Rio conference came up with an ambitious strategy
for future environmental problem solving known as Agenda 21. Ten years
later, few of its goals had been achieved.

In addition to these overarching environmental discussions, diplomats
and bureaucrats around the world are engaged in negotiations on and imple-
mentation of all sorts of environmental treaties. Every once in a while, these
work. At the top of virtually every list of intergovernmental success stories is
the series of agreements dealing with the abstruse, but potentially cata-
strophic, problem of stratospheric ozone depletion.
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The problem was chlorine in the wrong place.?® The place was the strat-
osphere, the upper reaches of the atmosphere, some six to thirty miles above
Earth’s surface. In the stratosphere, an unstable molecule of oxygen called
ozone, with three atoms of oxygen instead of the usual two, absorbs certain
wavelengths of ultraviolet radiation from the sun, keeping that radiation
from reaching the ground below. Biological organisms cannot tolerate high
levels of such radiation. If ozone fails to do its stratospheric duty, we here on
the planet’s surface fry. Stratospheric ozone occurs naturally in small but ade-
quate quantities. But because ozone is inherently unstable, it can be easily
broken apart. It turns out that chlorine is particularly good at breaking up
ozone’s ménage A trois. A single chlorine atom can cause a chain reaction that
splits tens of thousands of ozone molecules.

In 1974, Mario Molina and Sherwood Rowland, two scientists at the
University of California, Irvine, were investigating the properties of a widely
used and apparently environmentally benign set of man-made chemicals
called chlorofluorocarbons (CFCs). They found that these gases are, unlike
ozone, highly stable. Unlike most gases, which break down in the lower
atmosphere or are rained out of it, CFCs stick together for decades or even
centuries and wend their leisurely way up to the stratosphere, where solar
radiation finally splits them into their constituent atoms. That releases chlo-
rine (the first Cin CFCy) into the stratosphere.

When Rowland and Molina first figured this out, CFCs were widely used
as everything from refrigeration coolants to spray can propellants to clean-
ing solvents, partly because they seemed so safe. They are not flammable or
toxic or corrosive, and they are cheap to make. By 1974, nearly 900,000 tons
of CFCs were being produced annually. Most of the millions of tons previ-
ously produced would not yet have reached the stratosphere, so the damage
to come was not yet visible.

This is exactly the kind of problem governments are normally bad at
handling. The science was extremely complex and still theoretical because
massive ozone depletion had not yet occurred. The economics were trou-
bling, with an international CFC-producing industry initially determined
to deny any possible connection between their products and such a serious
potential threat. The problem could not be solved without truly global
cooperation, given that a relatively small number of free riders continuing
to produce CFCs could devastate the ozone layer even if everyone else

stopped.
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At first, progress was indeed slow. Years of scientific and political wran-
gling followed. The chief American negotiator on ozone depletion, Richard
Elliott Benedick, starts off the preface to his account of the negotiations as
follows:

In January 1985 I led a small U.S. delegation to a little noticed
meeting in Geneva, where we failed to achieve an interna-
tional agreement. The event attracted only perfunctory atten-
tion in the press, and its unremarkable results occasioned no
diplomatic ripples in national capitals.?*

Fortunately for the future of life on Earth, things changed, and fast. A
few months after Benedick’s dismal experience in Geneva, international
negotiators managed to sign the Vienna Convention for the Protection of
the Ozone Layer. The Vienna Convention did not actually do anything to
protect the ozone layer. It merely provided for international cooperation on
research and exchange of information and set up a procedure for starting
negotiations on future protocols. But then British scientists published shock-
ing findings showing that, starting in 1979, ozone levels over Antarctica dur-
ing spring (September—November) had been plunging unnoticed to about
50 percent of the level measured in the 1960s. American and Japanese scien-
tists soon confirmed this wholly unexpected finding. No one knew what was
tearing the hole in the ozone layer over Antarctica, but it was widely sus-
pected that CFCs might be the culprit, and this placed additional pressure
on governments to take the threat of ozone depletion seriously. Less than
two years after signing the Vienna Convention, some two dozen countries
(notably including the United States, the world’s largest producer of CFCs)
signed a protocol, the Montreal Protocol on Substances That Deplete the
Ozone Layer, that required them to drastically cut their use of CFCs and
other ozone-depleting substances.

Opver the next few years, prodded by research confirming that CFCs were
in fact responsible for the Antarctic hole and other damage to the ozone
layer, governments drastically speeded up the pace, adopting steadily more
rigorous control measures, moving up the deadlines for the phaseout of
CFCs, and adding other ozone-depleting chemicals to the list. They also cre-
ated a fund to pay poor countries for the incremental costs of building their
capacity to phase out the chemicals. Remarkably, many countries made
progress even faster than the protocol and its amendments called for. By
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1995, global production of the most significant ozone-depleting CFCs had
declined by 76 percent from its peak in 1988.%

Thanks to all this, catastrophe has most likely been averted. We are still
stuck with the very unpleasant consequences of the damage wrought by
man-made chemicals currently in or en route to the stratosphere. Poor
countries complain that the aid they were promised to support the transi-
tion away from ozone-depleting substances has turned out to be stingy,
and a worrisomely large number of them have yet to sign on to the more
rigorous control measures of the 1990s. Because of the time lag between
production of CFCs and other chemicals and the arrival of those sub-
stances in the stratosphere, the peak damage will occur in the first years of
the twenty-first century, with stratospheric ozone gradually recovering over
the next fifty years. In other words, recovery will take three generations
from the time of the original recognition of the problem. But this is by far
the most successful international environmental treaty, and it is a pretty
good effort.

What happened between the Vienna Convention in March 1985 and the
Montreal Protocol in September 1987 was a combination of good science,
good diplomacy, the development of enlightened self-interest on the part of
businesses, effective lobbying and lawsuits by NGOs, and sheer good luck.
The science and diplomacy took the form of a series of workshops prior
to the Montreal negotiations at which negotiators heard the best available
scientific evidence, evaluated the relative risks and options, and agreed that
the rational solution would be to phase out production of CFCs.?® Business
enlightenment took the form of a decision by E. I. Du Pont de Nemours and
Company and other American producers to proceed apace with the develop-
ment of substitute, non-ozone-depleting substances. The Natural Resources
Defense Council, an American NGO, sued the U.S. Environmental Protec-
tion Agency (EPA) and lobbied the United States Congress in pursuit of a
decision to reopen the negotiations.”” The luck came about because the first
sign of serious damage to the ozone layer, in the form of the hole in the
ozone layer over Antarctica, appeared just in time to spur action.

By the standards of global environmental issues, ozone depletion was in
many ways an easy case. Industry readily found substitutes from which it
could make a profit, and the industry consisted of a mere handful of produc-
ers. The danger was relatively easy to explain in direct and personal terms—
stop using the chemicals or watch sunburn and cancer rates skyrocket. The
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United States lived up to its responsibility as the biggest producer and played
a leadership role.

If all intergovernmental environmental agreements had so much going
for them, there would not be so much cause for concern about the global
environment. There are hundreds of bilateral and multilateral environmen-
tal treaties, many of which have regular meetings of parties to promote
implementation of and compliance with their various terms. Thousands of
international meetings every year, governmental and nongovernmental, deal
with everything from chemical management to desertification to wetlands.?®
The international environmental policy circuit is a busy one. But in general,
the planet seems unimpressed by those efforts.

The scariest disjuncture between human governance and environmental
degradation is found in the biggest problem of all—climate change. As in
the ozone case, although the basic problem is simple, the science and poli-
tics are anything but. Despite the efforts of a few scientists (mostly funded
by the coal and oil industries) to cast doubt on the reality of human-caused
climate change, there is little question that humanity has already committed
itself to living through a massive, planet-wide experiment.

This is the experiment: Take one planet. Note that the planet’s atmos-
phere naturally contains significant quantities of certain gases, such as car-
bon dioxide, that trap heat as does the glass in a greenhouse. Because of those
gases, some of the energy from the sun that can get in as light cannot bounce
back out as heat—the reason why the planet is not a lifeless ball of ice. Now
start changing the composition of that atmosphere, substantially increasing
the relative proportion of carbon dioxide (mostly from burning of fossil fuels
such as oil and coal) and other greenhouse gases. See what happens.

What happens, according to the most authoritative scientific source
available, the Intergovernmental Panel on Climate Change (IPCC), is a
“discernible human influence on global climate.”®® That discernible influ-
ence takes the form of a rising global temperature of about one degree
Fahrenheit so far. Over the next century, depending on the ultimate out-
come of an incredibly complicated set of interactions among cloud cover,
ocean currents, and other phenomena, additional warming of as much as
ten degrees Fahrenheit could occur.®® The science is not precise enough to
say exactly what the consequences will be for various parts of the world or
even how much of the unusually hot weather we have experienced since the
1980s is our own fault. But the possibility of serious, possibly disastrous,
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consequences already exists and will grow stronger the longer we continue to
pour greenhouse gases into the atmosphere.

It takes a shift of only a few degrees in average global temperature to
make an enormous difference. The last ice age was only about nine degrees
colder on average than today.’' Even in the past 1,000 years, the planet’s cli-
mate has varied significantly on the basis of shifts in average temperature no
more than two degrees colder or warmer than today. From about A.D. 950
to 1250, Europe and North America were unusually warm, leading the
Vikings to attempt to settle the misnamed Greenland. From approximately
1550 to 1850, Europe suffered a period of unusual cold termed the Little Ice
Age, with London’s Thames River freezing solid enough to allow a festival to
be held atop it. These were minor fluctuations, natural variations that occur
because of such causes as volcanic eruptions, shifts in the planet’s orbit, and
variations in solar output. Human-induced climate change could push us
well beyond those minor fluctuations.

The warming itself could have nasty effects, such as migration of tropical
diseases into areas formerly too cold to support the insects that carry them,
or rising sea levels. Water expands as it warms, and the Antarctic ice pack is
already beginning to break up. Since half the world’s population lives near a
coast, the potential for massive dislocation is clear. One particularly threat-
ened group of countries has joined together in the Association of Small
Island States, a group whose members may see their entire territories vanish
beneath the waves.

An even bigger problem may be instability. Everything from ocean cur-
rents to wind patterns will be subject to rapid change, which can stress
ecosystems and potentially freeze or heat up specific regions in ways that may
average out to what seems a fairly small temperature increase but will not feel
small to the places affected. All flora and fauna that are well adapted to their
current local climates may have to migrate quickly to find the new locations
of their environmental niches. And trees cannot run very fast.

There are those who point to all the uncertainties about the outcome of
the planetary experiment as reason for doing nothing. Since it is possible that
the outcome will not be awful, why pay the costs of cutting back on green-
house gas emissions?

How much it would actually cost is a subject of heated dispute. Stabiliz-
ing the climate would require, among other things, cutting current annual
carbon emissions by more than half. Since industrial activity and transporta-
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tion both depend overwhelmingly on the burning of fossil fuels, which
releases carbon, such big cuts would require very significant changes in the
ways people move about and make things. Some oil and coal companies and
a few governments, such as those of Saudi Arabia and Kuwait, claim that the
costs of transformation are prohibitive. Others point out that relatively pain-
less steps are available, such as cutting the billions of dollars of subsidies to
the fossil fuel industry and encouraging the widespread adoption of already
available energy-efficient technologies.

The do-nothing reasoning is flawed on at least two grounds. One is that
the “costs” are ones it makes sense to bear in any case: a transition to sus-
tainable energy sources such as solar and wind power has other benefits,
such as reducing air pollution—which directly harms human health—and
creating jobs, given the higher employment potential of the sustainable
energy technologies. The other is that the uncertainties run in both direc-
tions. The outcome of human-induced global climate change may be more
benign than is currently projected by the consensus of scientific opinion. It
may also be worse.

There is a distinct chance that we will stumble across tipping points as
the planet warms. For example, a fairly limited degree of warming would
suffice to start melting the permafrost that covers much of the northern
reaches of Russia and Canada. Alaska is already seeing such melting,
although it is not clear whether climate change is responsible. Such melting
would lead to the release of methane currently trapped in the frozen ground.
Methane is a potent greenhouse gas, far more effective at trapping solar radi-
ation than is carbon dioxide. No one knows how much methane is in the
permafrost, although it is believed to be a substantial quantity, or how
quickly it would be released.

Given the scope of the problem, efforts at solutions are falling appallingly
short. At the 1992 Earth Summit in Rio de Janeiro, governments signed the
United Nations Framework Convention on Climate Change (FCCC, pop-
ularly known as the Framework Convention), which proclaimed an “ulti-
mate objective” of stabilizing greenhouse gas concentrations at levels that
would not cause human-induced climate change, but the convention did not
actually commit anyone to doing anything specific. The idea was that the
Framework Convention would give rise to a series of operational protocols
with real teeth, just as the Vienna Convention laid the basis for the subse-
quent agreements cutting back on the use of ozone-depleting substances.
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But cutting emissions of greenhouse gases is proving much harder. There is
one protocol, agreed to in December 1997 in Kyoto, Japan. It commits
industrial countries to reducing their overall emissions of six greenhouse
gases by at least 5 percent below 1990 levels between 2008 and 2012. Since,
in the absence of government action, emissions would be expected to
rise sharply, this requirement actually constitutes a reduction (from what
otherwise would have occurred) of about 30 percent.’? But it is far, far less
than what is needed for climate stabilization—probably an order of magni-
tude less.

It is not clear whether the Kyoto Protocol could accomplish even this
much. In keeping with the current enthusiasm for finding market solutions
to all problems, the climate change negotiators have set out to create an arti-
ficial market for emissions trading. Countries that find they can relatively
cheaply cut emissions even more than they agreed will be allowed to sell an
allowance to another country, which will then be entitled to emit more. The
idea is to meet the collective goal of emissions cuts as cheaply, flexibly, and
efficiently as possible.*

There is nothing inherently wrong with the idea of emissions trading. A
similar approach helped to reduce acid rain in the United States. But it is
tricky to get the rules for it right. Under the Kyoto rules, Russia and Ukraine
ended up with emissions caps far higher than their emissions are actually likely
to be, given the way their economies nose-dived in the 1990s. If they choose
to sell their allowances to rich countries, few cuts might happen anywhere.

Another part of the Kyoto Protocol would allow rich countries to buy
additional emissions credits by funding projects that reduce emissions, such
as tree planting, in poor countries. The implementation of all this is even
more complicated than it sounds. Deciding which projects deserve emissions
credits will be difficult and fraught with potential for cheating.

The United States has never been wildly enthusiastic about the protocol,
which is a problem given that the United States is the single largest emitter of
greenhouse gases. During the presidency of Bill Clinton, whose administra-
tion negotiated the protocol, the U.S. Congress refused to accept the protocol
because it requires rich countries, but not poor ones, to cut their emissions—
a reasonable first step, since the rich countries currently account for most of
the problem. The administration of President George W. Bush subsequently
repudiated the agreement altogether, saying it would come up with something
better, a something that has yet to emerge.
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The climate change problem will not be solved by the usual government
negotiators up to their usual tricks of trying to serve national over global
interests. Greenhouse gases are not a minor by-product—they are inherent
in the world’s energy and land-use patterns. Effective action to quell climate
change will happen only when the general public, national governments,
and private industry form a greater consensus about the need and mecha-
nisms for confronting the problem, and then work together creatively to
remedy it.

This conclusion extends to most global environmental problems. Ozone
depletion, unfortunately, was the exception. Like climate change, other
global environmental threats, such as the spread of toxic substances, biodi-
versity decline, and ecosystem collapse, elicit much less agreement on the
extent and shape of the problem and offer more incentives for specific
groups to continue opposing changes in current practices. And at least we
are talking seriously about climate change. Attention to the alarming deteri-
oration of ecosystems the world over has barely reached the hand-wringing
stage and is unlikely to get much further. Intergovernmental agreements
would have to demand a draconian and politically unlikely surrender of
national sovereignty in order to change existing practices sufficiently to solve
these kinds of environmental problems.*® The Convention on Biological
Diversity, for example, claims more than 170 countries as parties, but species
are being lost at perhaps a thousand times the natural rate of extinction, and
one in every eight plant species is endangered.” Indeed, species are being
lost more quickly than they can be discovered and catalogued as whole
ecosystems are devastated in a kind of mass production approach to the
destruction of flora and fauna. The convention is weak for a reason. To be
made effective, it would have to become an international covenant laying out
precise directives on how the countries of the world could manage their lands.
But there is no agreed-upon set of indicators of ecosystem health that every-
one could agree to try to maintain, no single concrete threat to human well-
being on which government concern could focus, and not enough biologists
in the world to effectively monitor compliance with detailed ecosystem-pro-
tecting treaties. The idea that the world’s governments will calmly agree on a
set of specifications about which wetlands could not be drained, which forests
would have to be declared off-limits to logging, and which fields could be cul-
tivated and which would have to be left fallow to revert to prairie is ludicrous
on its face. Even if such a denigration of national sovereignty were politically
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feasible, it would be unworkable in practical terms. Ecosystem manage-
ment requires /ocal knowledge—exactly what a global-level agreement is

ill-equipped to provide.

The Alternatives

Fortunately, there are alternative approaches to environmental governance.
In the United States, for example, the Emergency Planning and Community
Right-to-Know Act of 1986 requires companies to disclose what amounts of
a few hundred specified toxic chemicals they release into the air or water or
on land (above certain threshold levels). The companies must send the infor-
mation to the EPA, which uses it to compile a Toxics Release Inventory
(TRI) that is then made public. The act itself puts no limits on emissions of
these toxic chemicals. It merely requires companies to own up publicly to
what they are emitting. But that has proved sufficient to help bring about an
enormous change in behavior. Emissions of the indexed chemicals at facili-
ties covered by the law fell by 44 percent between 1988 and 1994, even
though production of those chemicals rose by 18 percent. Some of the
decline probably stemmed from other regulatory changes, but no environ-
mentalist would have dared dream of getting a 44 percent reduction man-
dated solely by the usual types of environmental regulations.

The success of this new approach has drawn the most sincere form of flat-
tery—imitation. In 1991, the United Kingdom introduced its Chemical
Release Inventory (CRI) and the Netherlands began allowing public access
to information that companies had been providing to the government under
legislation dating back to 1974. As a follow-up to UNCED in 1992, the
Organization for Economic Cooperation and Development (OECD) began
to develop manuals and host meetings to promote the development of what
came to be called Pollutant Release and Transfer Registers (PRTRs).%

Indonesia recently adopted a simpler transparency-based approach to
managing environmental problems. It publicly grades facilities by color
according to how well they meet existing regulations. According to the
World Bank, the program is significantly increasing compliance with envi-
ronmental regulations.?” Its success, due to the pressure of both local public
opinion and the business community’s desire to market to environmentally
sensitive foreign consumers, has spurred further imitation. In 1997, the
Philippines announced the introduction of a public information program
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called Ecowatch. Mexico’s environmental agency recently announced that it
will begin to publish information about the environmental performance of
3,000 industries to provide incentives for them to clean up their act.?®

Governments are not the only bodies attempting to use information to
improve the state of the environment. In 1998, a major U.S. environmental
group, Environmental Defense, launched a World Wide Web site called
“Scorecard” (http://www.scorecard.org) that makes TRI and other data
accessible to anyone with an Internet connection. The site is very user-
friendly. For instance, if an American types in his or her postal code, up pops
information about local TRI releases as well as local air pollution, nearby
toxic dump sites, and more. By navigating through various layers, users can
get data on the relative toxicity of specific compounds and rankings showing
which facilities pose the biggest health threats. The site has been covered by
national television news and national news magazines. And it is heavily used,
with more than 11 million visitors in its first year of operation.

An Indian NGO, the Centre for Science and Environment (CSE), is
also pursuing the transparency approach to environmental regulation, pub-
lishing ratings that compare companies within a given industry on their
environmental performance.’ Since the Indian government does not
require companies to provide public information about environmental
records, the CSE decided to ask the companies directly. To induce compa-
nies to provide information, the CSE adopted a carrot-and-stick policy. The
stick was that any company that failed to provide information would auto-
matically be ranked at the bottom. The carrot was that if companies could
prove they were trying to improve their environmental performance, their
efforts would be reflected in the rankings.

With funding from the United Nations Development Programme (fun-
neled through the Indian government), the CSE set out to rank companies
in the pulp and paper industry, a renowned polluter. Much to the surprise of
the CSE, by the time the ratings were released, every company in the indus-
try had provided the requested information, apparently convinced that the
harm to their reputations of refusing to comply—and thus being ranked
last—outweighed any possible harm from complying with the survey.

The transparency approach to environmental problem solving is spread-
ing beyond the issue of toxic chemicals. The World Resources Institute has
set up an international data and mapping network called Global Forest
Watch (http://www.globalforestwatch.org) that provides an up-to-date
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picture of where forests are threatened by corruption, mismanagement, and
illegal logging. This is a rearguard action—some 80 percent of the planet’s
original forest cover is already gone or degraded—but Global Forest Watch
aims to protect the blocks of relatively intact forest that remain. No one had
previously tried to provide such an overview. Its findings are posted on the
Internet, enabling anyone interested to demand better protection for the
forests. The project currently works with scores of partners in seven coun-
tries and plans to triple that number by 2005.

European governments seem to be trying to give networks and trans-
parency approaches a systematic helping hand. In 1998, thirty-five European
countries and the European Union met in Aarhus, Denmark, to sign the
United Nations Economic Commission for Europe Convention on Access to
Information, Public Participation in Decision-Making, and Access to Justice
in Environmental Matters (better known, fortunately, as the Aarhus Conven-
tion). The Aarhus Convention takes broad pro-transparency language that
was included in the final document of the 1992 Rio conference and turns it
into a binding international agreement. It lays out what kind of environmen-
tal information should be made public and by what processes, and it stipu-
lates that governments should create registries like the U.S. Toxics Release
Inventory. It allows individuals and NGOs to seck redress in court when
governments or corporations fail to meet these obligations to provide infor-
mation. And the transparency requirements do not discriminate on the basis
of citizenship or geography. An NGO or individual in one country can
demand information from a government or corporation in another.’

Saving the Planet for Fun and Profit

Because so many environmental problems result from activities carried out
by businesses, and because governments do not seem to be adequately regu-
lating those businesses, civil society groups are putting intense pressure
directly on businesses to clean up the mess. The private sector has responded
in two ways. One group, the membership of the World Business Council for
Sustainable Development (WBCSD), has essentially agreed that it needs to
be less dirty and more efficient in its use of resources so that less waste is
dumped into the environment.*!

And some businesses are doing just that. British Petroleum (BP Amoco)
and Shell are not waiting for government regulators to tell them to curb
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greenhouse gas emissions. They have publicly announced that they believe
in adopting a precautionary approach and have pledged to cut their green-
house gas emissions by 10 percent of 1990 levels by 2010—a bigger cut than
the Kyoto Protocol requires of any government.*? This is in sharp contrast
with the stance of other fossil fuel companies. In advance of the Kyoto nego-
tiations, a group of such firms, along with labor unions, created an organi-
zation called the Global Climate Information Project, which barraged U.S.
television viewers with advertisements warning of dire threats to the U.S.
economy should the Kyoto accord come into force.*> Many of these firms,
along with others, are members of the vociferous Global Climate Coalition,
a group dedicated to the proposition that all evidence showing that climate
change is real and growing can safely be ignored.

The Global Climate Coalition is breaking up almost as fast as the Antarc-
tic ice shelf. BP Amoco and Shell used to be members but have withdrawn.
An alternative organization now exists for businesses prepared to take cli-
mate change seriously—the Business Environmental Leadership Council,
organized through the Pew Center on Global Climate Change.

But with climate stabilization requiring cuts in greenhouse gas emissions
of more than 50 percent below those prevailing in 1990, the commitments
of a few corporations to cut emissions by 10 percent fall far short of the
need. The Business Environmental Leadership Council and the Global Cli-
mate Coalition can fight all they want over what constitutes corporate
responsibility, but environmental protection may be even more demanding
than the WBCSD is prepared to recognize. It may require changes not only
in how closely businesses adhere to environmental codes or how ardently
they pursue greater efficiencies to reduce waste but even in what products
they choose to make. If the problem is inherent in the way products are
made, from natural resources to product to waste, then reducing waste just
buys us a little time until the growing size and affluence of the global popu-
lation buries us all in waste. Maybe we have to rethink the ways in which
things get made.

Enter the Hypercar. The Hypercar is one of those ideas cynics would
assume could not possibly work because it has no downside and enormous
potential benefit. It is a car conceived by energy analyst Amory Lovins, a
visionary with a remarkable record of being right about the ease with which
societies can grow economically without necessarily increasing their energy
consumption. The car combines the best of all the technologies now available.
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It has superstrong alloys that greatly reduce its weight and, thus, its fuel
demands. Its fuel cells could actually add clean energy to the electricity grid
when the car is plugged in but emit nothing harmful. It even has ways of
capturing and using the heat energy otherwise lost in braking. The perfect
Hypercar is not yet available, but the Japanese automotive industry is already
selling models that incorporate some of Lovins’ suggestions. With the cur-
rent world inventory of more than half a billion vehicles projected to double
in the first few decades of the century, widespread adoption of the Hypercar
could go a long way toward meeting the goals of climate stabilization—not
to mention cleaning up the nearly unbreathable air of poor-country mega-
lopolises such as Mexico City and New Delhi.

The Hypercar is just one example of the kinds of products companies
could choose to produce and promote if they got serious about making envi-
ronmentally clean products. Another striking example is that of a carpet tile
manufacturing company called Interface. Its chief executive officer, Ray
Anderson, simply decided one day that his company’s business was environ-
mentally unsustainable, and that had to change. The company began invest-
ing heavily in radical energy efficiency, using renewable energy sources, and
attempting to produce zero waste. In its most challenging effort, the com-
pany now proposes to lease rather than sell its carpet tiles. When the tiles
wear out, the company will take them back and recycle them—quite a
change from usual business practices.‘t And it is still making money.

Yet another example comes from American architect William McDo-
nough and German chemist Michael Braungart. They teamed up to design
an upholstery fabric that does no environmental damage at all. As they put it,
their aim was “to design a fabric so safe that one could literally eat it.”#> After
eliminating almost all of the 8,000 finishes, dyes, and other processing chem-
icals used in the textile industry as too hazardous to go back into the soil
safely, they created a fabric of ramie and wool that requires the use of only 38
chemicals, now produced in a factory in Switzerland. It is so environmentally
safe that Swiss regulators who came by to test the mill’s effluent thought their
instruments were broken until they came to a surprising realization. The
water coming out of the plant was as clean as the water going in.

There is ample reason to believe that such products can turn a tidy profit.
Assumptions that it is cheaper to pollute wastefully than to produce cleanly
have been proved wrong time and time again. What is in the interest of soci-
ety—a widespread transformation of production processes and products to
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make them much less polluting or pollution-free—is also in the interest of a
huge swath of the business community. Big profits await those firms nimble
enough to seize the opportunity, especially if governments can be persuaded
to stop subsidizing many of their dirtier competitors.

Is It Enough?

Will the combination of old and new approaches suffice to fend off climate
change, replenish fisheries, restore degraded soils, halt the rapid extinction of
species, keep toxic substances out of ecosystems and human bodies, and gen-
erally restore Mother Nature to good health? So far, the evidence from planet
Earth is that our efforts lag behind the environmental damage we are inflict-
ing. Action remains woefully disproportionate to the scale of the problems.

Global-level environmental problems, such as climate change and ozone
depletion, clearly require global collective action. They threaten everyone
and require that all countries participate in the solutions. It does little good
for some countries to control their emissions of greenhouse gases and ozone-
depleting substances if others continue merrily pumping the stuff out. But
it is essential to start thinking about other kinds of environmental pressures
in the same way—as global issues needing global collective action. Scarcity
of basic environmental resources such as clean water and arable land can spill
over borders in wars, refugee flows, political tensions, and humanitarian
crises, especially in parts of the world where government institutions and
civil societies are too weak to solve the problems directly or mediate the
resulting conflicts.*°

Too often, governments have proved unwilling or unable to undertake
significant environmental steps except under intense public pressure. Gov-
ernments could do considerably better through such obvious steps as taxing
fossil fuel use. But pious exhortations to governments to stop doing environ-
mentally stupid things and start doing smart ones are making slow headway.

Bringing about the changes necessary to protect the planet will require
governance that goes beyond governments. Corporations will need to
change their production processes. And the public will need to change its
consumption patterns, buying only goods that are made through environ-
mentally sustainable processes and that are not inherently excessively dam-
aging. Enabling the public to do that will require a massive shift toward
greater transparency about the environmental consequences of production
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and consumption of all kinds of goods and services, as with the nutritional
labels on foods that Americans have come to take for granted.

What is truly needed is something from everyone—governments, corpo-
rations, and networks of civil society groups all prodding one another along
the route to environmental sustainability, using the global spotlight as a major
source of encouragement. How well they play their respective roles will deter-
mine whether we end up closer to the rosy scenario or the gloomy one.



The Fourth Revolution

John Man starts off his fascinating account of Johannes Gutenberg’s life
and times by noting that “on a graph of human contact over the last 5,000
years, the line from rock-art to e-mail is not a regular curve. It has four
turning-points, each recording moments at which written communication
flicked to a new level of speed and outreach.” First came writing itself,
which made possible large-scale societies; then came the alphabet, which
made writing broadly accessible; and then there was Gutenberg’s printing
press, which led to the modern world. The fourth, he says, is the coming
of the Internet, “which seems to be turning us into cells in a planet-sized
brain.”!

What kind of world will we make out of this latest turning point? The
need to do something constructive is clear. The world remains plagued by
problems ranging from severe to horrific. Ethnic conflict may not be as
pervasive and destructive as media portrayals would suggest, but it does
dominate the lives of far too many people. Some rich countries are seeing
improvements in their environmental conditions, but for the most part the
state of the environment is deteriorating, not improving. The global econ-
omy is unstable and highly inequitable, with nearly half the world’s popu-
lation barely surviving on a couple of dollars per day. Terrorism remains an
unpredictable but ever-present threat.

195
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It is disturbingly easy to imagine ways in which things could get worse in
the next several years. Russia could disintegrate into the world’s first nuclear-
armed state run by organized crime rings. Climate change could reach a tip-
ping point that simultaneously sends northern Europe into a new ice age and
overheats the great North American breadbaskets. Japan’s long-standing eco-
nomic misery could end in a banking system collapse that pulls the global
financial system down with it. Can we hope to create a system of global gov-
ernance that is effective enough to ward off most such catastrophes and
resilient enough to cope with the stresses and shocks that do occur?

Contrary to the views of the many prophets of doom and gloom who
simply assume a bleak future, plentiful meaningful opportunities exist to
make the world a better place and to overcome the collective problems we
face. Nascent but discernible is the development of a cosmopolitan mental-
ity among people who have a growing power to effect change, thanks in part
to the new capacity to form effective networks. Transparency is providing
new opportunities both to enforce rules and standards and to hold account-
able those who purport to act in the public interest. And information tech-
nology is facilitating the creation of networks among governments, the pri-
vate sector, and, especially, civil society that engage a wide range of voices in
determining the global future.

Imagining success in such an endeavor is harder than envisioning failure.
It calls for a fairly messy approach to governance rather than one grandly
designed New World Order. But given how the efforts of ideologues to create
rationally ordered societies in the twentieth century have fared, the unlikeli-
hood of a grand design should be cause for a large collective sigh of relief.?

Because imagining a better future is the essential first step toward creating
one, what follows is one such flight of fancy that draws on all the themes cov-
ered in the previous eight chapters. Imagine it is the year 2020—a favorite
date for builders of futurist scenarios who like to indulge in puns about “2020
vision.” This world is still far from perfect, but it is in much better shape than
ours is today. How will that have come about?

A 2020 Vision

At the beginning of the twenty-first century, the world faced a seemingly
insurmountable gulf between the needs for global action and the woefully
underdeveloped mechanisms for meeting those needs. Poverty afflicted half
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of humanity. New and resurgent diseases, from AIDS to tuberculosis to the
West Nile virus, threatened millions. Environmental degradation on a mas-
sive scale, from the unpredictable consequences of global warming to the
spread of toxic chemicals, endangered everyone. Sharply contending views
about what should be done about it all increasingly led to violence on the
part of protestors, overwhelmed or repressive governments, and ideologically
inspired terrorists. Political leaders gathered for frequent gabfests but seemed
unable or unwilling to commit themselves to serious action on any subject
other than promoting ever deeper economic integration. The systems for
making and enforcing global rules were generally feeble, and where strong,
they were widely seen as unfair.

Now, in 2020, the widespread violence, terrorist assaults, and sense of
despair of this century’s first several years are a rapidly fading memory.
Although serious problems persist, an extraordinary range of mechanisms
has developed that offer real hope that humanity may at last have found ways
to live mostly in peace and growing prosperity on a planet no longer so
sharply divided.

To see how far we have come in just two decades, look back at how the
world was organized at the opening of the century. If one merely looked at
numbers of efforts, global governance seemed to be thriving. In thousands
of bilateral and multilateral treaties and statements, governments offered
repeated declarations of their determination to address the problems that
came with a global economic system, porous borders, and the ever greater
scope of human effects on Earth’s biosphere. A vast array of international
organizations regularly held meetings and generated an extraordinary num-
ber of documents. But a closer look made clear that, with a few notable
exceptions, all the sound and fury were not accomplishing much.

A handful of rich and powerful countries dominated international nego-
tiations and organizations. Their say in running the world was wildly dispro-
portionate to their share of the world’s population. And the richest and most
powerful of all, the United States, was increasingly refusing even to make a
good-faith effort to participate in global negotiations. When governments
did manage to reach agreements, implementation often fell far short. Some
crucial environmental treaties, such as the Convention on Biological Diver-
sity, had essentially no effect on the problems they were meant to address.
Often, governments signed on to agreements they had little capacity to
implement.
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Even in those areas where treaties had teeth and international organiza-
tions were playing a serious, substantive role, success sometimes seemed to
engender as many problems as it solved. This was particularly notable in the
international arrangements governing trade. Having created a trade regime
that largely served their own economic interests, the world’s rich countries
seemed perplexed by the vehement objections to that regime that emerged
both from other governments and from an increasingly vociferous network
of civil society organizations. Developing countries argued that the rich
countries were failing to live up to promises made years ago, and civil soci-
ety groups raised complaints that the rules and procedures favored private
over public interests. Countries flocked to join the World Trade Organiza-
tion (WTO) not necessarily because they believed the new trade regime was
fair and effective but because the alternative was to remain excluded from the
only trade system available.

The need for major reform of the systems of global governance was clear.
Proposals abounded, but few offered much real hope of redressing what ailed
humanity. Some people drew their lessons from familiar patterns of national
laws and law enforcement, proposing, for example, that environmental and
labor standards be included in trade agreements, enforced by trade sanctions.
Such suggestions foundered over questions of how to make such processes
both effective and broadly legitimate. At the other extreme were occasional
calls for the reversal of globalization, with a retreat to national borders. But
despite the frequent mislabeling of the public backlash as anti-globalization,
in fact relatively few people were demanding a retreat to impermeable
national borders. Most critics objected to specific rules and institutional
behaviors, not to the idea of integration.

Despite the apparent impasse, there were glimmerings of better ideas for
running the world. Growing public scrutiny of intergovernmental organiza-
tions was making it increasingly difficult for the governments of rich coun-
tries to treat these organizations as mere instruments for achieving purely
national ends, as they had long been wont to do. Corporations were increas-
ingly adopting an ethos of corporate social responsibility that had the poten-
tial to reduce the need for direct government supervision. Proliferating civil
society networks gave voice to people from all parts of the world who shared
grievances about the rules governing global integration.

At the turn of the century, transparency ran second only to globalization
as a prominent buzzword, touted as the solution to everything from finan-
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cial volatility to environmental degradation to corruption. It seemed as
though everyone was calling for everyone else to be transparent. Civil soci-
ety groups demanded transparency from intergovernmental organizations,
corporations, and governments, which in turn began demanding it of civil
society groups. Transparency’s popularity varied in inverse proportion to its
distance: those who demanded disclosures from others often resisted provid-
ing detailed information about themselves. But all those demands did lead
to real changes in behavior that in turn provided the foundation for a major
shift in patterns of governance.

Three changes proved crucial. First, citizens demanded, and got, new
laws entitling them to access to information about their governments. The
new laws enabled civil society groups working on all kinds of issues to hold
their governments accountable for the ways in which tax funds were spent
and decisions were made. The new transparency did not work perfectly, of
course. All too often, the black hole of secrecy gave way to a cacophony of
white noise as information spewed in all directions. And moneyed interests
found ways to promote their ends through proxy organizations that ostensi-
bly worked in the public interest. But overall, as norms of government
accountability and citizens right to know spread and became entrenched,
national governments changed for the better. The incidence of corruption
decreased substantially, and open political debates upgraded the quality of
government policies.

Second, such organizations as the International Monetary Fund (IMF),
the World Bank, and the WTO began disclosing information they (and their
member governments) had previously kept secret. Nongovernmental organ-
izations (NGOs) swarmed all over that information, ensuring that citizens
and the media were kept well informed. Such scrutiny quickly improved the
performance of those organizations. As they found themselves forced to
defend their policies to an ever larger and more attentive public, bureaucratic
rigidities and power politics alike withered under the glare.

Third, new agreements began to entrench the emerging transparency
norms at the global level. The model was Europe’s Aarhus Convention.?
Unlike the multitude of largely ineffective agreements that had focused on
specific environmental problems, the Aarhus Convention set out to change
the process by which environmental decisions were made. To do so, it
required governments to disclose relevant information to the public. “Rele-
vant information” included data on the state of the environment, planned or
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operational policies and measures, international conventions and other doc-
umentation, institutional mandates, and information about institutional
performance. The convention also required its adherents to establish Pollu-
tant Release and Transfer Registers, under which corporations that released
toxic emissions would have to report publicly on the extent of those emis-
sions. Similar registries in other countries had already dramatically reduced
the level of toxic emissions, proving that corporations could be shamed by
public pressure into improving their environmental performance.

The Aarhus Convention also laid out ground rules for civil society
participation in decision making. All sorts of activities that had particularly
significant environmental consequences, from the energy sector to the chem-
ical industry to waste management, became subject to public review and
consultation. Government policies and programs related to the environ-
ment, such as national environmental action programs and waste manage-
ment policies, also had to undergo public consultation. If governments or
corporations failed to provide the required information and opportunities
for public voice, the convention gave civil society groups the right to seek
judicial remedies for noncompliance. And all these rights and rules applied
across borders, enabling citizens from one country to demand Aarhus-related
information from public authorities and private entities in another.

The Aarhus Convention proved so successful that it became a model even
in other issue areas, particularly economics. Most national governments are
parties to the Economic Information Convention, negotiated in 2010. Orig-
inally promoted primarily by the IMF and the United States, the Economic
Information Convention builds on IMF data dissemination standards but
also includes a broader range of information of interest to citizens as well as
investors. The information flows fostered by that convention have gone far
to reduce the suspicion and ignorance in which earlier debates over global
economic governance were conducted.

At the same time that Aarhus-type standards began to spread across
regions and into more and more issue areas, major corporations continued
to find themselves subjected to relentless demands that they become more
transparent and adopt new standards of corporate social responsibility. Ini-
tially, most simply paid lip service to one of a bewildering variety of codes of
conduct, refusing to allow any independent verification of their behavior.
But a few enlightened corporate leaders seized the opportunity to please cus-
tomers and investors by undertaking more dramatic action. Some adopted
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meaningful codes of responsible corporate conduct regarding the environ-
ment and human rights, with their performance verified by independent
external bodies. Others established new practices that preceded or exceeded
government requirements, or both, such as the internal emissions trading
mechanisms adopted by BP Amoco and Shell. Over time, these corporations
found their good deeds amply rewarded both by customers, who flocked to
buy products and services provided by reliably certified companies, and by
investors in the rapidly growing movement of socially responsible investing.
Their success led other major companies to emulate their example, setting
off a virtuous cycle of rising corporate standards of behavior.

Although large corporations in particular still speak with a loud voice in
international negotiations, that voice is now better balanced by the presence
of citizens’ groups speaking on behalf of a wider range of interests. National-
level debates also enjoy a better balance thanks to the improvements in
national governance described earlier that have created much more transpar-
ent and participatory systems. The once popular (in some circles) notion
that a corporation’s only social responsibility was to maximize shareholder
return within the limits of legality, often by stretching those limits as far as
possible, is now rarely heard. The bewildering array of corporate codes of
conduct was eventually winnowed down to a handful of relatively well
designed and widely adopted ones, making it easier for customers, commu-
nities, employees, and other stakeholders to monitor corporate behavior.

But perhaps the most important shift has come not in how well corpo-
rate behavior is circumscribed but in what a growing number of businesses
are setting out to do. One key change is a revolution in the attitude of big
corporations regarding the poor. Rather than seeing them as merely occa-
sional targets for corporate charity, businesses began to recognize that even
quite poor people could constitute a profitable market if products and pro-
duction methods were geared toward what they could afford. With nearly
half the world living on two dollars per day or less, sheer size made that
potential market too large to ignore.

Another major development came in the form of a few key intergovern-
mental agreements, such as the Kyoto Protocol to the United Nations
Framework Convention on Climate Change. Such clear signals from govern-
ments, along with pressure from transnational networks of environmental
groups and consumer demand, spurred extraordinary innovation on the part
of certain enlightened sectors of the business community aimed at creating
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new technologies and production processes. Those technological innova-
tions are coming together in a trend called industrial ecology, wherein
industrial production systems are designed so that they generate no envi-
ronmental problems at all. These will take time to diffuse completely, but
already they have made it much easier for governments to agree on steadily
improving global environmental standards.

All this was the result of a profound change in the relationship between
governments and the governed, a new global social contract of sorts, in
which civil society forged a new role for itself, often in the form of NGOs.
Early in the twenty-first century, the first response of befuddled functionar-
ies to the massive protests that were the most visible element of civil soci-
ety’s global flowering had been to throw up walls around their conference
sites, as they did in Davos, Quebec City, and Genoa in 2001, or to move
the conferences to isolated locations such as Doha, the capital of Qatar.
Such moves did little to alter widespread perceptions that global governance
had become the province of aloof, remote elites. But over time, policy mak-
ers came to understand that unless they wanted to relocate their meetings
to Antarctica, they needed to provide meaningful channels for a public
voice in global decision making. They found useful models dating back
years or even decades. The original plan for the International Trade Orga-
nization back in the 1940s, for example, envisaged that NGOs would
receive documents, propose agenda items, and even speak at conferences.
Many environmental agreements already contained language allowing non-
governmental groups that were “technically qualified” in areas related to the
agreement to be admitted as observers, to assist the secretariat of the organ-
ization charged with overseeing implementation of the treaty, or both. To
permit broad participation while keeping out the lunatic fringe, nongovern-
mental groups were allowed in unless a supermajority of member states
voted to exclude them.

Bit by bit, such groups began to work more closely with, rather than
against, governments and corporations. They helped to negotiate and draft
the Aarhus Convention, for example. Others deserved credit for spearhead-
ing the public pressure that led intergovernmental organizations such as the
IME the WTO, and the World Bank to adopt increasingly forthcoming
disclosure policies. National civil society networks took the lead in lobbying
for national freedom of information policies, and over time those national
networks began to link up across borders to share resources and lessons. A
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wide variety of civil society networks constituted the force behind the cor-
porate social responsibility trend, as their “naming and shaming” strategies
sparked significant changes in corporate behavior. And transnational civil
society networks increasingly came to redefine the international agenda by
means of campaigns on issues ranging from debt relief to trade reform to
human rights.

Although there are still frequent complaints about the lack of formal
accountability mechanisms for this sector, the problem has proved somewhat
self-correcting. Transparency has become so widespread and the perspectives
represented in transnational civil society so diverse that the various groups
now monitor one another as avidly as they monitor everyone else. When the
resulting cacophony began to get out of hand, many groups adopted codes
of appropriate conduct for nongovernmental organizations, complete with
their own certification procedures, leading to the emergence of monitors for
the monitors.

The various intergovernmental organizations, such as the United
Nations, the World Bank, the IME and the WTO, still matter. They provide
important forums within which all the many actors on the global scene—
governments, corporations, civil society groups, and international civil ser-
vants—try to persuade one another about what rules should be made and
how they should be implemented. The series of “Financing for Develop-
ment” conferences that the United Nations began in 2002, for example,
mattered despite the lack of success in increasing the transfer of capital from
rich countries to poor ones. Those conferences brought together staff and
government officials from the United Nations, the IME and the World Bank
in a public setting that required them to defend their views about what eco-
nomic policies should be adopted and why. One unexpected benefit was that
some governments found themselves embarrassed by the inability of their
national representatives to engage effectively in such public debates, and this
sparked a growing tendency to search out leading thinkers to serve on the
executive boards and governing councils of the institutions. That improved
oversight in turn changed the atmosphere within the organizations as staff
and management were required to make rigorous and persuasive arguments
in defense of their plans and policies.

For the most part, these organizations still do not act independently of
governments in setting the rules and are not evolving into supranational
authorities telling governments what to do. In one sense, their “enforcement”
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capacities have actually declined. The two-decade experiment with ever
more intrusive conditionality attached to loans from the international
financial institutions has been widely acknowledged a failure because the
conditions generated great bitterness and did little good. The World Bank
now makes few loans, giving most of its help in the form of grants and
technical assistance. The IMF still serves as lender of last resort for the
international system, but its conditions are now broad outcome require-
ments (e.g., holding international reserves above a certain level) that do not
prescribe how countries should achieve those outcomes. The WTO’s dis-
pute resolution mechanism has evolved substantially to incorporate a much
wider range of perspectives on whether a given measure is truly a protec-
tionist trade barrier or is a legitimate measure serving a non-trade-related
end. The push to do away with all national regulations that might impede
trade or foreign investment has given way to a more balanced assessment
that allows equal standing to other goals.

Thanks to such measures as the Economic Information Convention and
the Environmental Information Convention (a geographically expanded ver-
sion of the Aarhus Convention, adopted in 2012), intergovernmental organ-
izations are also playing a more extensive version of their long-standing role
as monitors of the state of the world. In this role, they provide a vital early
warning function, combining data flows with crucial analysis of emerging
problems. They also frequently monitor compliance with international
agreements (often in association with NGOs, although sometimes in com-
petition with them). To a limited extent they serve as the mechanisms for
resource transfers, although (with the exception of the Initiative for Global
Health, described later in this chapter) much of this function has been taken
over by private sector and civil society actors.

The institutions of environmental governance have taken on greater rel-
ative weight in the international system than they had two decades ago, even
though years of sporadic discussions about the creation of a World Environ-
ment Organization led nowhere. One major development came with nego-
tiation of the Environmental Information Convention mentioned earlier,
which built on Principle 10 of the agreement that emerged from the 1992
United Nations Conference on Environment and Development. Most coun-
tries are now parties to that convention. The convention, like many other
advances in transparency, came about after a sustained transnational civil
society campaign that was conducted in alliance with a number of like-
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minded governments. That campaign began as the Access Initiative, an
alliance of four leading environmental NGOs from around the world, and
quickly blossomed into a network of thousands.® As a result, most govern-
ments are now committed to releasing vast quantities of information about
their environmental negotiations, plans, policies, and activities. The con-
vention also called for additional funds to support efforts to monitor the
state of the global environment. Although, as always, the response to
requests for funding to address a global public good is less than ideal, both
governments and private actors contributed enough that monitoring has
improved significantly. The United Nations Environment Programme, in
association with a number of NGOs such as the World Resources Institute,
is the primary keeper of the world’s environmental database, although the
secretariats of a number of environmental conventions also play that role in
their specific areas.

One of the few new formal organizations is the Initiative for Global
Health, an outgrowth of the Global Fund to Fight AIDS, Tuberculosis, and
Malaria, first proposed by the United Nations’ secretary-general, Kofi
Annan, in 2001. At the time, despite repeated government proclamations of
the goal of universal basic health, the previous century’s progress in extend-
ing life spans and improving the health of the world’s citizens was severely
threatened. The collapse of many public health systems and the spread of
AIDS were dramatically reducing life expectancies in many regions. Much of
the previous century’s improvement in life expectancy could be traced to the
widespread use of antibiotics, but massive misuse of those antibiotics in both
health care and agriculture had created the chilling phenomenon of microbes
resistant to most, or all, known treatments. Vast numbers of people still
lacked such basic prerequisites to good health as safe drinking water. And
global expenditures on health care were extremely skewed, with most health
research funds dedicated to diseases that affected only 10 percent of the
world’s population. The consequences were already becoming grave, partic-
ularly in sub-Saharan Africa, where the human and social capital of an entire
generation was disappearing.

The Initiative for Global Health became the catalyst for the most signif-
icant official transfer of resources from rich countries to poor ones in this
century. Governments of rich countries initially responded poorly to Annan’s
call for significant funding to address the AIDS crisis and other health catas-
trophes afflicting the developing countries. But activists came to the rescue,
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mobilizing public opinion in scores of countries to push governments and
corporations to do something about an increasingly visible crisis. Within a
few years, the fund was receiving the $7-$10 billion per year Annan had said
was necessary to begin creating an infrastructure that could deliver health
services effectively.

But the money was not simply transferred to governments to spend as
they would. Instead, much of it was channeled through a wide array of
NGO:s, international organizations, and private companies. Although some
of the funding was inevitably lost to mistakes and corruption, by and large
the fund operated transparently and with a high degree of accountability. In
time, it evolved into a formal organization that helped developing countries
create effective and efficient health services.

The money also enabled the Initiative for Global Health and the World
Health Organization together to take on a leading policy role in key global
governance debates. They successfully challenged the international financial
institutions’ claims about the virtues of privatizing health care provisions and
charging access fees for health care. And they spearheaded the fight against
the common but absurd agricultural practices of feeding massive quantities
of antibiotics to livestock to compensate for the disease-promoting condi-
tions in which the livestock were kept. Although the countries hardest hit by
AIDS and other health catastrophes may still take decades to recover fully,
and although antibiotic resistance, among other infectious disease problems,
continues to plague the world, the Initiative for Global Health clearly con-
stitutes an enormous advance over the situation of two decades ago.

It took longer for substantial funding to start flowing into developing
countries to help them address global environmental issues such as climate
change. Not until a series of killer hurricanes devastated the state of Texas
and swarms of disease-laden mosquitoes made their lethal way up America’s
East Coast did the United States adopt serious policies related to climate
change, such as tax incentives to support less damaging goods and tech-
nologies. Thanks to both American and European support, the Global
Environment Facility has been expanded beyond recognition and can now
offer assistance to nearly every worthwhile project proposed to it regarding
both climate change and biodiversity. The World Bank and other develop-
ment funders have become far more careful about assessing the environ-
mental implications of projects they support, and environmental impact
statements are routinely conducted independently and made public.
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Unfortunately, all this comes too late to stave off a significant warming of
the planet or to rescue the nearly one million species driven to extinction
in the twentieth century alone.

Twenty years into the twenty-first century, the major development in
global governance comes less in the form of institutional changes than in the
answer to the question, Governance for what purpose? Early in the century,
conventional thinking saw the purpose of global governance as “to facilitate
free trade, freedom of capital movements, and unrestricted access by multi-
national firms to markets around the globe.” Such thinking confused means
with ends. It forgot that those steps are merely instruments toward what
should be the purposes of governance: solving dilemmas of collective action
in just and legitimate ways. The ultimate end, as Nobel laureate Amartya Sen
argued, is to advance the ability of those being governed to develop fully
their capacities to achieve.®

Earlier in the century, we saw years of controversy about whether global
economic governance, as it was being practiced, would in fact lead from
those steps to the broader ends. As the debate grew more heated, the grow-
ing strength of the doubters forced substantial changes in the processes by
which intergovernmental organizations and other instruments of global
governance operate. The institutions of global governance superficially
resemble those of the beginning of the century. We still have a World Trade
Organization, a World Bank, an International Monetary Fund, the various
“G-groups,” and only a handful of new or substantially expanded interna-
tional organizations. Governments still negotiate international treaties that
are crucial to establishing the rules by which the world runs.

Governments remain the ultimate sources of legitimate authority in
global rule making. But the processes by which those rules are made have
become far more transparent, and a much wider variety of actors regularly
participate. The broad acceptance of the idea of transparency, though still
imperfect, reflects a general recognition that transparency is crucial to pro-
viding a reasonable semblance of democracy at the global level of decision
making.

Over the past two decades, it became clear that global decision making
required the combined efforts of governments, intergovernmental organiza-
tions, business, and civil society. The private sector and civil society have
shown themselves capable of helping to devise and implement global rules that
serve the broad public interest. Corporations and civil society organizations
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now routinely join with governments in setting the international agenda,
negotiating and implementing agreements (formal or informal), and moni-
toring and enforcing compliance with the standards of behavior set by those
agreements. In addition to transparency, all this has required broad accept-
ance of the right of the various actors to participate in making the rules that
govern us all.

The new reliance on transparency and participation as fundamental prin-
ciples of global governance does not work perfectly. A transparency-based
system of governance is vulnerable to misinformation and deliberate decep-
tion. The voices of the rich still too often speak more loudly than the voices
of the poor. And as technology, the physical realities of living on a single
planet, and deliberate policy choices continue to tie people more closely
together into a community of shared fate, we may in time find it necessary
to devise more systematic methods of running the world.

But in the meantime, global governance in 2020 is far more legitimate
and far more effective than was the case a mere two decades ago. We have
found that, as the clichés have it, sunlight really is the best disinfectant and
honesty really is the best policy. In the process of trying to figure out which
cross-border problems really matter and how to deal with them, even with
the best of intentions everyone involved is bound to make many mistakes.
Certainly, the world would be blessed if we could find a few brilliant and
compassionate philosopher-kings able to make all the necessary decisions
and painful trade-offs on behalf of the public interest. We could put them in
charge of the national governments or the international organizations and
wait for the rules to be handed down. But absent such wisdom from on high,
the messy muddle of transnational governance, quite different from tradi-
tional patterns of national government, is probably the best we can do. It is
hard to see what alternatives, at this point in human history, would better
reconcile the sometimes competing demands for effectiveness, efficiency,
fairness, and legitimacy in global governance.

Back to the Present

One final word from the world of today: there is a serious danger that, in the
words of William Yeats’ famous poem, the center will not hold. All we have
to array against the forces of intolerance, greed, and sheer human pettiness
are a few ideas about the necessity of holding power accountable and provid-
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ing voice to the powerless. The fourth revolution that we are now undergo-
ing may make possible a highly democratic, albeit nonelectoral, system of
transnational governance. It will not be perfect. It is inherently messy, diffi-
cult to institutionalize, subject to co-optation by the rich and powerful, and
hard to explain. As Winston Churchill famously said of national democracy,
it may even be the worst form of governance—except for all the alternatives.

That messy new system will contain many features that Churchill would
have recognized as democracy, including regular elections for national repre-
sentatives empowered to make binding laws and to delegate some powers to
inter-governmental organizations. But such formal governmental structures
of decision making won’t be enough. Indeed, governments alone can only be
part of the solution.

Such alternative or supplementary approaches as corporate codes of con-
duct or civil society campaigns can help to provide accountability and feed-
back at the global level, where direct electoral systems would be unwieldy.
There will still be plenty of questions about the effectiveness of the resulting
system, and indeed about the extent to which it is truly or fully democratic.
But that is true today about governance at the national level. The challenge
is not to design a theoretically perfect system for running the world. The
challenge is to take account of the scale of global problems and the diversity
of the world’s cultures while taking advantage of the new possibilities opened
up by information technology in ways that will maximize the rule of the peo-
ple. That, after all, is the literal meaning of democracy.
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