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I. Global governance: actors, fields and principles

We have analysed the various components of the global
governance and their scope in a previous deliverable.

We have also distinguished three phases of the evolution of
global governance since the major new scene set in the
aftermath of WWII.

Table 1 gives a summary of these starting points.

This working paper will take a more forward looking
perspective. It tries to identify the combination of actors and
stands composing today’s system of global governance and the
likely directions of changes in various fields.

The global financial crisis of 2008 and the ensuing economic
crisis that plagued more or less severely and lastingly
numerous countries lead people to believe that the architecture
of the global governance is bound to change. Some changes
rapidly occurred as the shift from a dominant G8 grouping of
countries to a G20 group, stressing that in the new system
large emerging countries will have their say. It is also clear that
the whole system has not been entirely transformed overnight.
Part of it will indeed be transformed in a near future and
possibilities are important that it will evolve significantly in the
medium and the long run.

In the immediate follow up of the crisis one thought was that
major changes would occur. Right after the shock, bashing of
the financial system, considered as largely responsible for the
crash, was quite frequent. Voices in favour of nationalisation of
banks were heard even in the heart of economic liberalism,
namely in the Anglo-Saxon countries. After three years, the
propositions are much more moderate. Clearly the inertia of
institutions, once the shock wave has passed, is a classic in
contemporary history. Lessons were not so quickly drawn after
the 1929 crisis and economies and policies erred for a good
decade within a rather unchanged governance system till World
War II which made it clear that broad changes were necessary
and possible.
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We may learn from the history and all the more so that active
policies in market economies have been experienced in “the
golden years of capitalism” (until the wide diffusion of economic
liberalism at the turn of the 80s led people to look down at such
policies). All of them reinforce the feeling that significant
changes cannot wait a decade. We want to investigate the
various directions of changes of some of the main components
of the system of the global governance and to point at some of
its emerging features in this paper.

Assessments of such changes in the complex architecture of
global governance remain tentative. In order to use these
assessments to frame the space of the likely transformations of
the system as comprehensively as possible, we will centre our
presentation around four large governing assumptions that
have been discussed and retained through the various
components of the AUGUR project. This procedure also
contributes to maintain some consistency between the various
fields of investigation of the project.

These governing assumptions are recalled with some details
pertaining to our field of global governance in Table 2.

The marked specificity of the AUGUR project is that it is a
forward looking approach which explicitly covers the rules
underlying the various trajectories to be described in our
scenarios.

By contrast, most forward looking studies tend to assess final
situations (let us say, two decades ahead) without paying much
attention to how one gets there.

Indeed, thinking in terms of sets of prevailing rules can also
have its limits, ending to conclude rather illusorily that it gives
a more realistic account of the future. Still it has obvious
advantages to discuss the consistency of a trajectory as well as
to draw the policy implications of various states of affairs.
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Table 1

A) Three phases of the global governance 1945-2007

1945-1973 1973-1997 1997-2007
Nature of the | Geo-political | Global Global
global governance economic financialisation
governance liberalisation
Nature of the|Post 1945 , | Progressive The rise of the
rise of the|two blocks | diffusion of a|supremacy of
global system |and a third|fully fledged | finance over
world economic free market
liberalism rules
Nature of [End of Gold|A progressive| The hold of
crises and | exchange globalization finance over
changes standard, of markets | diverse
1971 with defensive | markets
Oil crisis | regionalization | raised the levy
1973 processes and | of this
recurrent intermediation
crises in|in the
various economies,
product ending in a
markets global
financial crisis
in 2008.

B) Global Governance : actors and fields

The fabric of

global

(interdependent) domains:

A)financial markets, with a special focus on types of controls,

governance can be decomposed by

room of manoeuvre for bankers and capital, )

B) product markets, looking especially at the dimensions of
fairness (public good) and the possibilities of long term

5
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strategy of access (ownership, property rights,..).

C)debts and global imbalances, looking at exchanges rates
and fiscal competition: underlining the conditions of
arbitrage between generations (debt and fiscal issue) and
among countries (exchange rates and fiscal issue)

D)defence issues, looking at the magnitude and the
orientation of military expenditures altogether with their
impact on security issues of some product markets.

Part of the interdependence between these domains can be
caught specifying the agents determining the behavioural rules

- 1) Nation states in a rather uncoordinated way,

- 2) International institutions (the heritage of post World
War II institutions and new institutions similarly
originated from an international convention between
nation states),

- 3) Multinational firms designing at a global level their own
best practices, involving the stake holders in a more or
less comprehensive way,

- 4) Social movements, with a global reach (including non
governmental organisations; NGOs), selecting their
objectives in a rather uncoordinated, specific way,

An objective of the paper is also to present the various rules
under discussion in a rather general framework to avoid being
too case-specific (with a specific rule for each of the
governance scheme set up by each agent within a given field).
Indeed the rules under view often present some common
characteristics which help define such a basic set of principles.
Thus rules either apply across the boards to all
actors/participants or they apply in a more ad hoc way to all
countries that voluntarily commit themselves.
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At a time when the stake holders are very diverse and when
less developed countries want to have their say or their way in
the global ruling this voluntary committing turns out to be an
important principle.

It allows escape from the “one size fits all” kind of rule which is
blocked by the diversity of the partners.

To gain some momentum these rules are thought to give way
to a process of increasing participation and commitments with
time.

Such dynamics of progressive involvement appeared during the
recent negotiations on climate change. Cancun has been
presented as a precise success story because the negotiators
discarded the rule of “single undertaking” that was thought to
be compulsory for an advancement of the talks in Copenhagen
and went along with a more adaptive process of voluntary
commitments® .

Such an adaptive process also tends to prevail in most of the
ruling done by the firms. In effect a major characteristic of the
past decade has been the development of some appropriation
of regulatory power by the private sector, or, more exactly, by
specific private bodies set up by the firms. It has been very
clear finance sector (and the rating agencies remain a
“provocative” illustration of this trend). Another illustration can
be found within the setting of new accounting norms?, a
process entirely driven by the private sector’.

Beside the two above principles (namely single undertaking and
joint free commitment) there is a third governance principle
whereby specific rights (of access) are given to partners which

! see Dahan (2011) ....but Cancun is not the end of the process and it will have
to gain some momentum to become an effective solution to the climate threat
challenge. The meeting in Bangkok (April 2011) already showed the
commitments taken by developed economies in Cancun were finally rejected as
too low by most developing countries.

2 As the IFRS norms valuing firms assets at their market values with detrimental pro-
cyclical effects which is one of the factors of the instability of financial markets, as shown
in 2008.

3 We shall see in section 2 that the development of Corporate social responsibility CSR is
also on the same pattern of free commitment

7
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are poorly equipped to follow the standard rule. The clauses in
favour of less advanced countries (LAC) in the WTO are exactly
of this nature. In the Doha cycle such clauses were meant to
support some taking off among the LACs.

With the instability of some prices of vital resources this issue
of providing food security or energy security has received a new
actuality. The corresponding schemes bound to ensure security
in any field may be very diverse (aids being in physical or in
monetary terms, permanent or transitory, pegged or not to
some price indexes).

We shall try to relate most governance schemes to these three
principles or to their combinations.

Table 2 -
Four basic governing assumptions

Consolidation: consolidation of the influence and active role of
financial institutions and business corporations at the expense
of governments. It largely results from the high levels of public
indebtedness induced by the cost of the 2008 bail outs. 1n this
context government may continue to face financial problems
and reduce its active interventionist role in social, industrial,
economic and financial policy. Market relationships within a
global financial system regulated by central banks and large
commercial banks would dominate the policy space.

Bipolar: management of the global system on the central basis
of a cooperation between governments of China and the US,
with Europe playing some kind of balancing role. The emphasis
would be on finding complementary solutions to problems of
the US and China, including issues such as the trade and
finance imbalances between the two and the role of the
dollar/Yuan exchange rate.

Multipolar: based on a wider cooperation (e.g. based on G20)
on the whole range of global issues as well as problems facing
China and the US mentioned above and those that are
important to other regions or country groups.
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Regionalisation: reduced emphasis on global solutions and
reduced dependence on global institutions and markets,
achieved in part by deepening regional institutions and
markets. This could be examined following the principal of
subsidiarity, i.e. making serious attempts to see how
dependence on global policies can be minimised without losing
the benefits of open relationships between regions.

In all the scenarios, the governing assumptions that we
retained are supposed to imply a general framing of the actions
of the various actors (states, firms, civil society organisations
or international institutions) in the diverse fields under view
(see Tablel).

We are precisely going to describe these governance structures
for the various global actors. Section 2 will come back on the
opposition between state led and market led governance
mechanisms. Section 3 will complete the approach, introducing
the role of major global institutions constituting the legacy of
the Bretton Woods architecture. Section 4 will in turn consider
the part that social movements are increasingly playing at a
global level. Section 5 will then be in a position to give
comprehensive accounts of the scenarios within the various
fields of activities, be they market or non market ones, that one
can consider.

Global governance will then appear as a complex nexus of
different interdependent governance schemes or principles
implied by field according to the various global actors
distinguished above.

A specificity of Augur in terms of its forward looking approach,
will then be to specify the rules of behaviour that are leading to
the final states two decades ahead.
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*II States versus markets...and beyond

The global financial crisis, opened in 2008, constitutes a major
crisis bound to change the global governance rules of the world,
somehow as did the major economic crisis of the 20th century
as mentioned before.

Still this crisis has the specificity to affect rather differently the
most developed and the less developed parts of what nowadays
constitute an integrated world economy.

This global financial crisis occurred as the result of the
combination of two major structural changes.

First, a universal process of internationalisation which had been
developing under different forms after World War 2 and
accelerated in the last three decades with the diffusion of
economic liberalism and the general demise of non capitalist
alternatives (of which the fall of the Berlin wall has been a
strong symbol).

Second a process of “financialisation” affecting chiefly
developed economies whereby priority was given to market
mechanisms in organising activities and to financial criteria in
the governance of large listed firms.

These two processes concerned the various countries
differently. On one side in most developed economies these
processes were accompanied by a relative slow growth and
ended in a violent financial crisis. On the other side during the
same period some major developing economies emerge and
have not been concerned directly by the 2008 crisis itself but
indirectly by the impact on their export led growth model of
economic recession in their developed trade partners.

The above processes of internationalisation and financialisation
induced a general rise in concentration in the production
structures. Financialisation in developed economies and rapid

10
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export led growth in emerging economies all led to the
formation of large firms with global range. Mergers and
acquisitions, fuelled by an easy access to finance, spurred this
concentration in developed economies. Fast export led growth
in productive systems, with still restricted entries of external
firms, boosted the emergence of such large firms in major
developing countries (see the survey of the Boston Consulting
Group on new global challengers:

http://www.bcg.com/documents/file20519.pdf

The crisis somehow changed the scene. Before the retreat of
the state (see Susan Strange 1986) became a universal motto,
the economic liberalism ideology had a widespread diffusion.
The crisis both showed the importance of market failures but
also led to important bailouts of financial institutions (and
industries on the verge of bankruptcy in some cases),
provoking sharp increases in public debt in developed
economies which severely limited the room for manoeuvre of
states.

In emerging economies the issue is less straightforward. It
much depends on how these countries will adjust their export
led growth model, faced with a slowdown in external demand.
The financial crisis and the economic crisis that followed have
launched large financial interventions of the states. But this
return of “big government”, well justified by the obvious
failures of financial markets, may be short lasting if it has led to
large increases in public debt, constraining the room of
manoeuvre of the states”.

To conclude, the crisis may well on one side restore the
regulatory power of the states and on the other side reduced its
spending capacity.

* It is worth noticing that numerous countries, especially in south East
Asia, remembering the disastrous effects of the 1997 financial crisis, did
not follow the financial liberalisation of the first decade of the new century.

11
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Again, countries are not all in similar positions regarding this
dilemma. Important in that respect is the situation of rentier
states with natural resources sold on world markets where
prices may vary widely. Strong governments are often
operating in these countries and the rents put to diverse uses
(sovereign funds invested abroad®, wealth of a small ruling
class, ...or local needs).

Conversely, developing countries without such valuable natural
resources and with a large share of people in great poverty
may have to subsidize access to basic goods (see the case of
Egypt), especially when liberalisation of markets of basic
products in a world open to financial speculations are raising
prices of food or energy (see the riots in Africa in 2008
provoked by such rises in food products).

Figure 1 General government gross debt ratios

> Which amount to over 1000 billions dollars for Middle east oil producing countries....over
a total worldwide of some 4000 billions dollars (source ; Prequin Ltd 2011)

12
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(Percent of GDP; 2009 PPP-GDP weighted averages)
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/\ Low-income economies
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2001 2003 2005 2007 2009 2011 2013 2015

Sources: IMF staff estimates and projections.

Table 3 Public debts (advanced economies)

13
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Needed Fiscal Adjustment—An lllustrative Scenario

(Percent of GDP)
Current WEO Projections, 2010 llustrative Fiscal Adjusime?; ggg[t]egy to Achieve Debt Target
o ] _CyclicaIIE ~ Required At[ijusiment Required Adjustment
rimary Cyclicall Adjusted PBin  between 2010 and and Age—Related

Gross Debt Balance Adjusted PB 2020-30 2020 Spending, 2010-30
Australia 223 4.3 42 0.1 43 7T
Austria 699 -19 09 15 24 6.7
Belgium 97.1 -1.3 04 34 31 87
Canada 84.0 4.9 -34 09 44 79
Czech Republic 396 -39 -29 09 38 44
Denmark 443 4.6 -32 09 42 6.2
Estonia 6.6 -0.3 35 0.0 -3.5 31
Finland 484 -32 -0.2 07 09 6.6
France 81.8 4.8 -32 3.0 6.2 8.4
Germany 80.0 -11 0.3 19 22 44
Greece 142.0 -32 -31 74 105 14.0
Heong Kong SAR 46 49 50 -1.6 -6.6
leeland 96.6 -2.5 50 22 -28 24
Ireland 96.1 -29.7 6.1 63 124 144
Israel 779 -0.8 0.8 09 1.7 -
Italy 119.0 -0.3 14 46 32 46
Japan 2203 -8.4 6.7 6.6 133 14.0
Korea 309 36 37 07 -4.4 05
Netherlands 63.7 -37 =27 14 42 95
New Zealand 316 4.9 -39 05 44 94
Norway 54.3 8.4 89 100 1.1 59
Portugal 83.3 4.6 -31 33 6.4 106
Slovak Republic 420 -7.0 -6.1 09 7.0 89
Slovenia 372 4.0 =27 1.0 3T 7.7
Spain 60.1 -7.8 6.3 19 82 103
Sweden 396 -1.2 0.0 03 03 0.6
Switzerland 55.0 07 0.8 02 -0.6 -
United Kingdom 772 -7.8 -59 34 9.3 135
United States 91.6 -89 6.2 51 1.3 175
Average (PPP-weighted) 96.6 -59 4.0 38 7.8 1.8
G-20 102.9 -6.4 4.5 4.1 8.6 12.8

Sources: IMF staff estimates and projections.

Note: The table reports gross debt; CAPBs are reported in percent of nominal GDP (in contrast to the conventional
definition in percent of potential GDP). General government data are used where available. In the illustrative fiscal
adjustment strateqy, the CAPB is assumed to improve in line with Fiscal Monitor projections in 2011-12 and
gradually from 2013 until 2020; thereafter, it is maintained constant until 2030. The fifth column shows the CAPB
adjustment needed to stabilize debt at the end-2012 level by 2030 if the respective debt-to-GDP ratio is less than
60 percent (no shading, “lower debt”), or to bring the debt ratio to 60 percent in 2030 (shaded entries, “higher
debt”). The analysis is illustrative and makes some simplifying assumptions: in particular, up to 2015, an interest
rate—growth differential of 0 percentage points is assumed, broadly in line with WEO assumptions, and

1 percentage point afterward regardless of country-specific circumstances. The last column adds the projected
increase in health care and pension spending between 2010 and 2030 (see Statistical Table 9 and Appendix 1),
which will require offsetting measures. lllustrative scenarios for Australia, Canada, Japan, and New Zealand are
based on their net debt ratios (see Statistical Table & for net debt data); for Japan, a net debt target of 80 percent
of GDP is assumed, which corresponds to a target of 200 percent of GDP for gross debt. For Norway,
maintenance of primary surpluses at the projected 2012 level is assumed (primary balance includes oil revenue
whereas elsewhere in this document the non-oil balance is shown). For the United States, the CAPB excludes
financial sector support recorded above the line.

14
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Table 3 b Public debts-emerging economies

Needed Fiscal Adjustment—An lllustrative Scenario

(Percent of GDP)
Current WEO Projections, 2010 lllustrative Fiscal Ad?:rgg??r: gar:?tﬂegy to Achieve Debt
Required Required
Cyclically Adjustment Adjustment and
Primary Cyclically Adjusted PBin  between 2010 Age-Related
Gross Debt  Balance Adjusted PB 2020-30 and 2020 Spending, 2010-30

Argentina 478 15 09 05 04 16
Brazil 66.1 24 24 1.5 09 2.0
Bulgaria 18.0 33 06 0.1 07 16
Chile 8.8 03 -19 0.3 22
China 177 21 24 03 27 T
Colombia 365 -1.0 08 0.2 10
Hungary 804 03 2.1 3.1 10 23
India 722 4T 47 34 8.1 89
Indonesia 269 08 08 0.2 06 02
Jordan 605 3.0 -31 29 6.0
Kazakhstan 114 19 05 04 09
Kenya 505 3.9 31 1.6 47
Latvia 399 6.5 26 0.1 25 44
Lithuania 387 6.1 4.4 16 6.0 9.2
Malaysia 542 36 -39 25 6.4 88
Mexico 27 -18 -1 05 16 48
Morocco 499 05 0.6 1.9 13
Nigeria 16.4 57 56 1.1 45
Pakistan 56.8 -16 -16 1.0 26 32
Peru 243 06 07 0.0 07
Philippines 473 0.1 0.0 05 05 15
Poland 557 53 51 2.1 7.2 76
Romania 352 51 40 04 44 76
Russia 99 32 -15 0.2 18 75
South Africa 363 31 23 1.1 33 5.1
Thailand 433 -19 -16 0.8 23
Turkey M7y 05 06 0.0 06 5.1
Ukraine 405 4.1 17 07 23 95

Average (PPP-weighted) 365 2.0 -19 1.0 29 45

G-20 352 -1.9 -1.8 1.0 28 4.8

Sources: IMF staff estimates and projections.

Note: In computing the primary balance, policy lending was excluded from primary expenditure. CAPBs are reported in
percent of nominal GDP. In the illustrative fiscal adjustment strategy, the CAPB is assumed to improve in line with Fiscal
Monitor projections in 2011-12 and gradually from 2013 until 2020; thereafter, the CAPB is maintained constant until
2030. The fifth column shows the CAPB adjustment needed to stabilize debt at the end-2012 level by 2030 if the
respective debt-to-GDP ratio is less than 40 percent, or to bring the debt-to-GDP ratio to 40 percent in 2030. The analysis
is lllustrative and makes some simplifying assumptions: in particular, up to 2015, an interest rate—growth differential of

0 percentage points is assumed, broadly in line with WEQ assumptions, and 1 percentage point afterward regardless of
country-specific circumstances. For large commaodity-producing countries, even larger fiscal balances might be called for
in the medium term than shown in the illustrative scenario given the high volatility of revenues and the exhaustibility of
natural resources. The last column adds the projected increase in health care and pension spending between 2010 and
2030 (Statistical Table 9), which will require offsetting measures. For Ukraine, the primary deficit excludes costs related to
bank recapitalization and the gas utility.

15
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http://elibrary.imf.org/view/IMF089/11388-
9781616350666/11388-9781616350666/ch01.xml

The crisis may even reverse the trend of economic liberalism in
some developing countries. This liberalisation aimed to develop
their access to international markets. If these countries have to
now adjust their growth model in order to increase the role of
internal demand, it will imply a return towards active structural
policies.

To conclude, the crisis may not lead to a full return of big
government in developed economies despite obvious market
failures. Levels of public indebtedness strongly constrain their
room for manoeuvre® while the return of their regulatory power
is severely limited by the rules of international institutions to
which they belong (from WTO to regional unions, see section
3)’.

But one should not underestimate the fact that, in developed
countries, the crisis is generally blamed on some dysfunctioning
of markets and that the call for some re-regulation is
widespread and waiting for an international consensus.

The situation is more complex in developing countries as their
situations on world markets differ widely. Some have largely
benefited from their integration in world markets; but have now
to adjust their export led growth model to the downwards turn
in demand. Others have had hard times to catch up with both
market integration or self relying public policies.

® Rating agencies are enforcing the constraint, downgrading some

countries to force them to reduction public spending (see Miotti et alii for
the arbitrariness of these enforcements).

”We are far from the will to nationalize large parts of the banking systems
that were expressed at the very beginning of the financial crisis
16
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The demography and the size of the countries also matter to
know how binding the levels of public debt are®. Could this debt
issue push countries towards protectionism? It could for large
countries where the share of imports in GDP remains modest. It
is much more uncertain for medium and small countries where
trade deficits become rapidly unsustainable.

It is also an issue to know if this budget constraint, tied with
high levels of indebtedness, will last over one or two decades,
the period under review. Scenarios may differ in that respect.
The consolidation scenario seems to imply that the fact that all
countries aim to reduce their public debt has a lasting
depressive effect on the world economy, provoking a
generalised economic slowdown and a slow reduction in public
debt. The only alternative would then be tied to a very effective
action of the private sector to reflate the world economy.

In all other scenarios the markets failures of the first decades of
the 21 century may well help reverse the trend of retreat of
the states, although in different manners in each case.

In the bipolar scenario the hegemony of the US and China
clearly brings back to the forefront the interventions of these
two states. Both countries can cooperate in various fields® but
also take advantage of their sizes in adjusting unilaterally,
either their exchange rates or their trade rules (protectionist
measures on some products, setting their own rules in terms of
intellectual property rights or agricultural products). The fate of
the other countries would then much depend on how these
unilateral measures affect their own position in the system. It is
implicit in this bipolar scenario that actions taken by the US and
China would pay little attention to what happen to the rest of
the world.

In strong contrast to the multi-polar scenario such major
players take into account the rest of the world, all of which

8 The pressure put on future generations by a given level of public debt clearly depends
on the shape of the demographic pyramid. The larger the size of the young population,
the less pressing is the public debt everything equals.

® See the conclusion of the US China meeting Washington January 2011 where eight
sectors of cooperation are detailed.

17
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seem to imply that states remain rather active and willing to
develop an open dialogue with less developed economies. This
scenario can find a strong rationale in the necessity to have an
open cooperation to launch really effective environmental
policies.

In the regionalist scenario, international cooperation is mainly
focused on neighbouring countries and can benefit from
historical and/or geographical proximities to be more effective.
The notion of big government could then be transposed at the
regional level.

But we have been taking so far mainly the perspective of the
states, trying to assess various scenarios through their room of
manoeuvre in the two forthcoming decades.

Still states are not the only actors setting the balance of power
in global governance. An important issue, in this reduced
framework of opposing states and markets, is whether or not
firms can develop their own regulatory power and whether it
conditions the importance of their investments.

In an increasingly internationalised world of economies with
highly diverse institutional contexts, there is a permanent need
for arbitraging and fixing activity rules. Markets are not natural
phenomena that are able to exist outside a given background of
rules and institutions. Adjustments of these rules and
institutional backgrounds are permanent. We already said that
states and private sectors, involving or not international
institutions and social movements can take care of such
adjustments. A first question in that respect is to account for
the propensity of private sectors to develop such regulatory
power. The past two decades have shown new dynamics in that
respect. It is clear in the financial sector (if only with the rating
agencies or the setting of new accounting norms) but it can
also be observed in other domains with a continuous production
of standards, norms and codes of conducts.

The development of Corporate Social Responsibility (CSR)
practices in the last two decades reveals an interesting process
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of institutionalisation of such capture of regulatory power (see
Capron Petit 2011). Norms have progressively been fixed
regarding the CSR reports of the large firms: norms on what to
measure, then on how to report and finally on how to verify
these commitments. The process is reaching a first stage with
the instauration of an ISO norm 26000 (ISO the International
Organisation for Standardisation, an NGO with a membership of
163 national standard bodies, www.iso.org ,for a schematic
view on the objects of this norm 26000 see Figure 2).

The development of such process could constitute an effective
support for further privatisation of regulatory power. Clearly
this development has so far gained some momentum chiefly
under the pressure of civil society organisations, especially on
environmental issues. Law suits and penalties on the legal side
and the threat of bad reputation on product markets (a name
and shame strategy) led to some results. Rates of reporting of
the largest firms have increased significantly: close to 80% of
the 250 largest firms at world level®°,

The three dimensional process of reporting MRV
(measure/report/verify) became a standard, raising the
question of its future in the development of global governance.
The process can amount to mere window dressing (also
qualified of green washing as often spurred by environmental
issues) or constitute an effective component of global
governance if for instance the firms can become legally and
internationally accountable of their commitments.

For this reason CSR could be considered as a significant
element of our scenarios. Bazillier and Vauday (2011) ' thus
consider that such development could mainly occur in the
context of the “consolidation” scenario, when the role of states
is the most constrained. But it can also be the case that the
scenario “Regionalisation” would favour such an outcome.
Indeed the development of CSR, as an effective component of
global governance, also clearly depends on the actions of civil

10 See KPMG 2008 survey on CSR in Capron M.and Petit P.2011)
11 See the background document by Bazillier R. and Vauday J (2011)
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society organisations, all of which requires some coordination
which may be easier at regional level than at global level (as in
the “multilateral” scenario).
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Figure 2. Schematic overview of IS026000 on social
responsibility

It is also interesting to stress that the kind of procedure which
can forge a component of global governance supervised by the
firms is rather similar to the one that was well received recently
in the climate negotiations. We have stressed that in Cancun
(December 2010) the MRV procedure (measure, report and
verify) rallied the participants as it helped to overcome their
differences in development and commitment levels.

The apparent success of the MRV procedure is due to the fact
that each country retains its own timing of objectives. But the
procedure will be still born if its balance sheet shows that all
these self selected trajectories do not add up properly and do
not meet the global target. Such fears were expressed at the
Bangkok meeting on climate negotiations this March 2011. The
same can occur with CSR if the commitments of firms are
insufficient. Again such situation can occur especially regarding
environmental objectives.

One can illustrate this risk with what has been experienced
recently in France. If CSR develops first of all among large
firms, governments may take the initiative to extend it towards
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smaller firms, e.g. to declare that after a while the free
commitment of the large firms will become compulsory for
smaller firms. This procedure has been actually a central
mechanism in the development of the welfare state in France,
where governments have been progressively extending to the
whole economy collective agreements that had been passed
among a given group of firms in a sector. The same procedure
of extension has been retained during centralised negotiations
that occurred in fall 2008 (The Grenelle de I'environnement). It
has afterwards been decided (loi Grenelle, 2 July 2010) that
CSR reporting should be compulsory by 2011 for all firms with
more than 500 employees®?.

This illustrates the diversity that one may find between “states”
and "“markets” regarding the monitoring of regulatory
frameworks.

Regarding MRV as a tool of governance, it remains a
mechanism of soft law and as such needs to be closely
monitored...if one draws lessons of what has been experienced
in the financial sector.

Public bodies but also civil society organisations (CSOs), of
which NGOs are a large component, can help with this
supervision. The demise of governmental supervisions has been
at the root of the fatal drift of the finance industry towards
some kind of general Ponzi scheme, where rates of returns
were obviously not sustainable and therefore based on lethal
schemes passing on the risk to new comers.

Can a better watch from CSOs and stricter public supervision
turn the MRV process into sound and cumulative practices
helping to meet ambitious targets in the three fields of
sustainable development, namely environmental, social and
economic?

This question will be given different answers in the various
overall contexts with respect to our general governing
assumptions.

12 Even if this deadline has been recently postponed to 2013 for firms with less than 5000
employees..
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Accords and emulation around MRV processes seem to be
reached more easily in scenarios of regionalisation or of
multilateralism. Much depends on the dynamics of social
movements and NGOs which are very complementary to the
actions of businesses. But as we shall see in section IV, CSOs
are especially heterogeneous, which severely constrained the
possibilities for collective actions across regions, not to mention
the global level. In the “consolidation” and “bilateral” scenarios,
the cooperative mobilisation of CSOs on these MRV processes
may even be more difficult.

We have above mainly considered the cases where the capture
of regulatory power by the private sector was mainly
channelled by the commitments of large internationalised firms
on sustainable development issues, commitments more or less
extended afterwards to the rest of the economies.

There is another important channel for firms to contribute to
the global governance, namely via the intermediation of
lobbying services. This practice common in Anglo-Saxon
countries has tended to diffuse to other countries. This diffusion
is clear in the European Union where a register for lobbies has
been established in 2008 for sake of transparency.

Actions of lobbying on various issues have thus tended to
become the norm at international levels, and all the more so
that issues on environment are straightforwardly global. Also
telling about the blurring of the frontier between NGOs and
firms is the fact that as much as 70% of the NGOs are
financially supported by private firms'’. It is a trend in the last
decade that countries and international institutions are
supporting all the actors of global governance to develop some
interface with CSOs.

The two following sections will come back to the role of the two
remaining actors in the construction of the global governance

13 According to Pierre Juillet 2009, head of Economic Intelligence Unit attached to the
Prime Minsiter. See also the annual reports of the Prometheus Foundation
http://www.promethee.fr/about-us/activity-reports#
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architecture, namely the international institutions and the
heterogeneous set of CSOs.

III On International Institutions: the Bretton Woods
legacy and its relations with WTO*

III.1 The Bretton Woods legacy

The set of international institutions set up at Bretton Woods in
the aftermath of World War 11, in the first place the IMF and the
World Bank, became a major component of the global
governance for at least the three decades that followed!*. The
end of the fixed exchange rates system in 1971 and the
instalment of a flexible exchange rates system, along with
progressive liberalisation of trade and capital flows deeply
transformed the scene. Meanwhile the growing
internationalisation of most economies in the last three
decades, boosted by reduction in transport and communication
costs, has been accompanied with the continuous development
of a set of UN agencies and related bodies (see the UN system
in Figure 3, that can be referred to broadly as Bretton Woods
institutions legacy , BWIs ). This whole complex of international
institutions produced many norms and standards at global
levels, ranging from Millennium Development Goals to technical
standards in areas like health and food safety or humanitarian
aid and support to social sector like education. Two major
institutions, the IMF and the World Bank, were in charge of
financial stability and of financing development, respectively.
The expansion of BWIs went hand in hand with some
bureaucratisation while at the same time these institutions kept
their initial segmentation and their initial governance scheme,

14 See the deliverable 1 of WP6
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even though the world had evolved, some developing countries
had emerged and some issues could not be treated separately.

Critics of the lack of efficiency and accuracy of the BWIs
multiplied after the 1997 Asian crisis. Somehow it stressed the
failure of the Washington consensus, a set of highly liberal
economic recipes, which had been driving the policies of the
World Bank and of the IMF*>,

By 2003 Secretary General Kofi Annan was calling for radical
reforms:”the system is not working as it should. ..We need to
take a hard look at our institutions themselves...They may need

radical reforms”®.

The rise of the so-called emerging economies made it clear that
the balance of economic power had changed in the world and
had to be reflected in the governance structures of the BWIs.
It is in this context that the change from G8 to G20, as a group
leader of international cooperation, occurred....and made some
recommendations to increase the role of emerging and
developing countries in the main BWIs.

But most of the claimed reform is still ahead. Beyond the role
of emerging economies in the various bodies the major issues
concern the establishment of a central monitoring body and in
the restructuring of the various institutions in order to avoid
useless overlapping on some issues, undue fragmentation on
others!’. In other words, if the number of issues to be dealt
with at global level increases then a consistent and effective
global governance structure is needed'®. Among the major
issues to be dealt with is the interaction between the core of
BWIs in charge of financial stability and development and a
major institution managing international trade, namely the
WTO which is also , even if created as lately as 1994, one of

15> See Benaroya F., Cling J.P (2001)

16 After which Kofi Annan will propose a radical reform of the UN system in 2005

17 Notwithstanding that a major issue in such reform is the budget: so far Un and its
agencies have a total budget of some 15 billions dollars , eg 40 times less that the
Pentagon (see Blin and Marin 2009)

18 On the required reforms of the BWIs see Raghuram G Rajan (2008) “The future of
the IMF and World Bank *
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this related institution featuring broadly in the constellation of
the UN system (see Figure 3). The sub section below
investigates to what extent the reforms of the WTO under view
are interacting with a broad reform of the UN system.

The reforms of the UN system and AUGUR governing
assumptions.

Clearly a fully-fledged reform of the UN system would be very
complementary of a multilateral scenario. It would be a central
instrument to support it.

Any recentralisation of power within the UN system would be a
bit at odds with two governing assumptions, namely the
consolidation scenario and the bilateral one which are both
leaving little room for effective multilateral arrangements.

By contrast, the regionalisation scenario may be attuned with
reforms claiming regional instances for some major institutions
within the broad set of UN and related institutions, such as the
IMF. Moreover, many UN agencies already have important
regional delegations. Figure 3 below helps feature the potential
importance of the regional dimension of the UN system.

Also important in assessing the future of the UN system is to
specify which principle of coordination will be privileged in the
reform, either a single undertaking rule, or a free joint
commitment, eventually combined with some security scheme.
These principles mainly concern the relations of the
international institutions under view with states. It is of equal
importance to specify their relations with the other potential
global actors as firms and CSOs.

All the more so that in the last decade for various reasons these
relations with firms on one side and CSOs on the other side
have intensified’®. The failure of the Washington consensus
made it clear that it was necessary for these international
institutions to increase and improve their relations with CSOs.
The lack of cooperation between UN agencies and the World
Bank and IMF reinforced this need. Conversely, the increasing

19 see section IV for the relations with NGOs and social movements
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role of experts in arbitraging led to develop more or less
directly the relations with private businesses, with potential
conflicts of interest.
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I11.2 The key role of the WTO and its future?®
1. Consequence: weakening of trade multilateralism

The current dead end at WTO does not mean that the trade
liberalisation process has been interrupted at the international
level. In fact, it keeps progressing within regional and bilateral
agreements. A total failure of the Doha Round would mean that
the multilateral liberalisation process would be interrupted for a
few years and regionalism would increase.

Table 4: Geographic restructuring of world merchandise
trade

Evolution of world market shares of leading exporters 2000-
2010

Countries/Zones | 200 | 201 Countries/Zones |200 |201
(incl. intra-EU | 0 0 (excl. intra-EU | 0 0
trade) trade)
G7 among | 45,| 33, | | Triad: 42, 32,
which: 7 3 6 3
-USA 12,| 8,4 | | -European Union 17,1 15,0
3 3
-Germany 8,7 8,3| |-USA 15,1 10,8
7
-Japan 7,5| 5,1 |-Japan 9,6 6,5
BRICs 7,2 15,|  BRICs 9,1 20,
7 2
-China 3,9 10, | | -China 50| 13,3
4
-Russia 1,7| 2,6 | -Russia 2,1 3,4
-India 0,7| 1,4| |-India 0,9 1,8

20 The following section is a large extract of Jean Pierre Cling ‘s background paper : The
future of Global Trade and the WTO. (to be published in a special AUGUR issue of
Foresight . The full text can be downloaded on AUGUR web site (member area).
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-Brazil \ 0,9\ 1,3\
Source : WTO
Increased regionalism

-Brazil ‘ 1,1 ‘ 1,7‘

Regionalism and its link with multilateralism is an old issue. The
debate about its contribution to reinforcing the multilateral
system or to weakening it has been going on for years, and the
jury is still out about the question: <« stepping stone or
stumbling block? ». The increased regionalisation process in
the recent past is a recognised fact and reinforces this debate.

Over the last two decades, most of trade liberalisation has been
observed not at WTO but within regional and bilateral trade
agreements. The main agreements signed since 1990 are:
NAFTA (1994); Mercosur (1995); the Euromed agreements,
which came into force from 1998 (with Tunisia), EU-Mexico free
trade agreement (2000) and the ASEAN+China free trade
agreement (2010).

Of course, WTO (2011) underlines that intra-regional trade
(excluding intra-EU trade) only represents 16% of world trade.
But this is a growing share and some new regional trade
agreements might increase this share further in the medium
term. Such would be the case if a transatlantic free trade
agreement is signed between the EU and the USA, and
potentially also between the EU and Japan.

Also, we can notice that the main innovation brought about by
the Doha Round for industrial products concerns signing sector
free trade agreements “a la carte” between voluntary members.
These agreements draw from the two sector agreements of this
kind signed in 1994 (chemical products and NTIC), and go
further in terms of trade liberalisation. Among 14 potential
agreements, for half of them (chemical, electric & electronic
products, industrial machinery) the potential signatories
represent a major share of world trade. Other sectors (such as
textile & clothing) might be concerned by these agreements
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later on, which is important to take into account into our
prospective exercise.

New forms of globalisation

To a certain extent, the increased share of regional trade is due
to the evolving structure of merchandise trade: as it is shown
by several studies, this evolution is due to the dynamism of
intra-firm trade flows, which in itself reflects the
internationalisation of value added chains (Dadush, 2009 ;
WTQO, 2010 ; Miroudot et al., 2010). In the case of the United
States, the only country for which direct data is available, 48%
of imports and 30% of merchandise exports are considered to
be intra-firm trade flows. If we now adopt a value added
content approach, estimates by OECD show that around 40% of
the value of big Asian emerging countries’ exports (China,
Indonesia, Malaysia, Thailand, etc.) correspond to imported
inputs, often from other Asian countries (Miroudot et al., 2010).
These elements help explain the increasing trade integration
within the major world economic areas (Europe, North America,
East Asia), and the need for countries belonging to these areas
to sign regional trade agreements among themselves.

Towards deeper integration

The major change concerning regional trade integration is that
regional agreements are not so much about trade preferences
anymore (especially as MFN tariffs have declined substantially),
but increasingly about non tariff barriers and national
regulations. A good example is shown by the USA-Korea
bilateral free trade agreement signed in 2010, which includes
mutual validation of technical regulations for cars. More often,
the change of regulations provoked by such agreements
concerns all trading partners and not just the participants to
the regional agreements. Because of this, regional agreements
are redesigning the international normative framework, which
could then influence the multilateral framework.
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However, regional agreements benefit mostly big countries,
which are in a very powerful position to impose their agenda in
bilateral relations; on the contrary, small countries are
confronted with an alternative: either they accept
regional/bilateral agreements where their bargaining power is
limited; or they are excluded from such agreements and left
alone.

Whatever the case may be, signing regional agreements tends
to reduce the motivation of the big players to reach an
agreement at the WTO. Thus, increased regionalism is both a
“stepping stone” and a “stumbling block” in relation to the
multilateral trading framework. As the WTO is concerned
however, this trend undoubtedly reduces its influence, and
might even threaten its survival as a major international
organisation in the case of a failure of the Doha Round.

2. The need to widen the scope of trade governance

Even if the WTO survives a total failure of the Doha Round and
if some of the anti-globalisation organisations which want to
close it down do not succeed, the need for reform will be
stronger. But this question should be replaced in a more
general debate around the reform of the architecture of the
economic and financial world governance. Indeed, the world
economic crisis has both deepened the legitimacy crisis of the
international institutions in charge of world economic
governance (mainly WTO, IMF and World Bank) and called for
reinforcement of these institutions. Up to now, a “new Bretton
Woods” which was talked about at the beginning of the crisis
has not taken place, but the need for it is as acute as ever?®!,

21 | et’s remind the reader that the Bretton Woods Conference (1944) decided to create
the IMF and the World Bank, as well as the International Trade Organization. The latter
took 50 more years to start, due to the opposition of the United States who refused for
several decades to put in place a powerful multilateral trading framework.
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In this section, we analyse the challenges of reforming the
international economic institutions, limiting ourselves to the
interactions between a “bigger” WTO and other international
institutions such as the IMF. The complex debate concerning
the democratisation of the WTO is not discussed here, as we
reckon that the priority is mostly to analyse ways of improving
the governance of trade (whether this is through the WTO or
not) rather than to speed up the trade liberalisation process.
Following Mattoo & Subramanian (2009), we suggest three
areas which deserve a better articulation with trade; finance;
energy and environment.

Linking trade and finance

“Inappropriate” levels of exchange rates are considered to be
among the main economic distortions affecting international
trade. However, as mentioned above, it is surprising that the
WTO focuses on tariffs which increase the level of imported
products only, whereas overvalued exchange rates tend to do
the same (or on the contrary). For historical reasons, the IMF is
supposed to be the only one in charge of monitoring exchange
rates but this mission is only partly fulfilled. To take again the
example of the supposed undervaluation of the Chinese Yuan,
the fact that the WTO has no right to discuss this source of
distortion is a real problem, if we consider the huge growth of
Chinese exports over the last few years. Up to now, only
unilateral measures such as « anti-dumping » measures which
are supposed to be used for other purposes have been
discussed. Better coordination in this field would be huge
progress as far as the regulation of the world economy is
concerned. It could be supported by the WTO Dispute
Settlement system, using the comparative advantages of each
organisation.

More generally, linking financial liberalisation and the WTO
raises a problem of global governance: the international crisis

33



'* * ..i
AU-G-U:R
EUROPEAN COMMISSION  <rvevrn resmewanic

European Research Area PROGRAMME

Challenges for Europe in the world, 203034

Funded under Socio-economic Sciences & Humanities

confirmed the danger of liberalisation finance without proper
regulation. After this major crisis (which is not over yet), there
exists an obvious contradiction between keeping liberalising
finance at the WTO within GATS and the necessary
reinforcement of international financial regulation. This
especially calls for increased coordination between WTO, IMF,
IBS and FSF.

Regulating the price of commodities

The Havana Charter (1947), which was supposed to define the
mandate of the International Trade Organization, proposed to
improve trade regulation, with the objective to remove all sorts
of distortions to trade (wage costs, price of commodities, etc.).
Contrary to this, the WTO has no mission to regulate the price
of commodities. This decision is mainly due to ideological
reasons (the WTO is supposed to liberalise trade and not to
regulate it). But one has to recognise that all the attempts to
regulate the price of commodities for the last half century have
failed (except for oil), which is both due to technical difficulties
and to the opposition of the USA, who have achieved in making
disappear all existing systems (see for example coffee in the
1990s). This lack of regulation increases the volatility of prices,
and is detrimental to producers (often developing countries)
and to consumers overall.

Following the world economic crisis, this need for regulation is
more pressing, especially as far as food security is concerned.
The important increase in food prices is mainly due to the bio-
energy policies conducted in industrialised countries, according
to a World Bank study quoted by Mattoo and Subramanian
(ibidem). These policies tend to reduce the supply of alimentary
products. In the long term, economists anticipate higher prices
for food products because of several factors: higher energy
prices; slow productivity gains in agriculture; pressure on
production due to climate change. In this context, trade policies
(and the WTO) should play a major role.
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In the case of oil where OPEC has been a huge success, the
cartel tends to increase prices well over their competitive
market price. This problem is very acute for the world economy
as oil is both the main traded commodity and the one for which
competition distortions are the highest due to the very powerful
price control exerted by OPEC. Better regulation of the world oil
markets and prices would require starting an international
institution where producers and consumers would meet, or
widening the mandate of WTO.

Trade and environment

The WTO has no formal mandate to deal with the environment.
However, the preamble of the WTO agreement establishing the
organisation states that “...relations in the field of trade and
economic endeavour should be conducted with a view to (...)
expanding the production of and trade in goods and services,
while allowing for the optimal use of the world's resources in
accordance with the objective of sustainable development,
seeking both to protect and preserve the environment”. The
preamble also refers to the Rio Declaration on environment and
development (1992).

Referring to this preamble, several decisions made by the DSB
have started designing common law in this field. These
decisions were made following complaints by member countries
against other countries restricting imports for environmental
reasons (shrimp/tortoise case USA vs Thailand; tires Brasil vs
EU, etc.).

Since there is no International Environment Organization, there
is a risk that big countries might use trade sanctions for
protectionist purposes in order to restrict imports from
developing countries. The same worry has been expressed by
developing countries concerning the introduction into the WTO
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of other subjects such as social standards (the so-called “social
clause”). In fact, we agree with Mattoo & Subramanian that
such sanctions should not aim at forcing countries to cooperate
in this field but should be restricted to incitations to
enforcement of international agreements on environment and
climate change (the same proposal could be made concerning
social standards adopted by ILO).

Beyond the technical aspects (« who should do what and
how? »), the purpose of these reforms would be to enlarge the
scope of the WTO (or of other organisations working in
coordination with the WTO) which would not be restricted to
trade liberalisation but which would include wider subjects
connected to the regulation of international trade, working with
the Bretton Woods institutions on these subjects. Of course,
such an enlargement would require institutional reform, which
is not the subject of this paper.

Contradictions between historic capitalisms and emerging capitalisms

A major difficulty met by the multilateral trade framework concerns the difficulty to regulate
a trading system where some very heterogeneous economic and development models coexist.
To make it simple, one can define industrialized countries (or OECD countries) as capitalist
economies with low demographic growth; but China and Vietnam for example have
economies which qualify themselves as “socialist market economies” and still have strong
demographic growth (which is also the case of India which is a market economy). These
countries have strong saving rates, which is one of the causes of current trade and financial
imbalances. They are also often opposed to further economic liberalisation due to their
economic and political situation. Let’s not forget that China and Vietnam are among the last
countries worldwide to keep adopting and implementing five-year economic plans. To sum it
up, even if these countries have adopted market economy principles and have accessed
WTO, government policies and companies keep playing an important role in the economy.

This is the reason why China and Vietnam have accessed WTO as Non Market Economies.
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This specific status allows other member countries to protect their market better against
Chinese and Vietnamese products, and especially to implement antidumping measures

almost at their will against these products.

3. Four macro-economic scenarios for international trade
and trade liberalisation

Three key issues distinguish the following scenarios concerning
the articulation of trade policies and the governance of world
trade: the respective weight of governments and of
international regulation versus markets; the balance between
the industrialised and developing countries within the
multilateral trading system; the possibility of reaching better
coordination between countries at the world level or rather at
the regional level; the size of international financial and trade
imbalances, where the China/USA relationship plays a role
which is not exclusive. In the analysis conducted here, the
European Union does not play a major role in contributing to
the probability of implementation of these different scenarios.

Consolidation (= « Big divergence »)

In this first scenario reduction of government spending is
implemented. Also, the process of trade liberalisation goes on
over the following decades (which also implies further financial
liberalisation). Signing an agreement concluding the Doha
Round means going towards zero tariffs on most industrial
goods which also means generalised free trade for these
products and the conclusion of a long process started in the
middle of the last century.

The real remaining challenges concern agricultural products and
services. For agricultural products, further liberalisation
(reduction of tariffs and removal of subsidies) mostly benefits
developed countries and big emerging countries but increases
the vulnerability of other developing countries. The price
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increase due to trade liberalisation should be limited except for
cotton where the reduction of American subsidies and the
production price increase will benefit African countries.

This option means that the WTO is probably going to liberalise
most services in the long term. Following a liberal globalisation
path will stimulate foreign direct investment with the
perspective of signing a multilateral agreement on investment
(which was refused by developing countries and by anti-
globalisation protesters at the end of the 1990s). This
investment surge will contribute to location shifts of global
industries.

In this scenario, the WTO will limit itself to organising the trade
liberalisation process and a smooth free trade respecting
multilateral agreements, using the DSB. This « :Universal
Washington Consensus » corresponds basically to following
recent trends: for international trade, slower GDP growth
compensates further trade liberalisation so that the growth of
world exports (especially from China) does not vary, except for
India; reduction of international trade and financial imbalances
(reduction of US debt especially); no catching up by other
developing countries, and crowding out effects for these
countries.

Collaboration between China and the USA

This scenario is based on the hypothesis of increased
coordination between China and the USA (trade, finance,
environment, etc.), who impose their leadership on other
countries. In this scenario, government interventions are
increased.

Concerning trade policies which are our main focus in this
paper, this scenario is consistent with the current situation
where the two major players at WTO are the USA and China.
Their conflict goes as far as leading the Doha Round to a dead
end. So we presume that the USA and China will remain the
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dominant players but also that they will come to an agreement
of mutual benefit. This situation could be justified by two major
reasons:

-First of all, the EU (which is the first world exporter, even
excluding intra-EU trade) is rather taking a back seat in current
debates, which reflects the difficulties encountered for
designing European policies in general; because of lack of
consensus between EU countries on shared objectives and
principles, the EU is mainly taking a defensive stance (on
agriculture especially); European liberalisation policies are
therefore significantly unilateral, especially in the services
sector without getting any reciprocity at WTO (Mazier, 2005a et
2005b);

-Second, the mercantilist (or “commercialist” according to
Deblock, 2010) logic of WTO and not taking into account
strategic alliances, it is normal that the two main world traders
(apart from EU, see above) should be the two main players of
multilateral negotiations as they are negotiating reciprocal
opening of their markets.

This scenario corresponds to a contradictory process of further
trade liberalisation on the one hand and of progress of world
regulation on the other hand: this better world regulation
(dominated by the USA and China) implies improved monetary
cooperation (re-evaluation of the Yuan parity) as well as better
regulation for energy (stabilisation of oil prices) and a reduction
of trade and financial imbalances (this reduction process has
already started following the world crisis).

Global Development (= « Big convergence »)

Increased regulation of the world economy and stronger
cooperation policies will improve economic convergence
between countries, and benefit low income countries.

Concerning trade issues, this implies an interruption of the
trade liberalisation process from now on (failure of the Doha

39



'* * ..i
AU-G-U:R
EUROPEAN COMMISSION  <rvevrn resmewanic

European Research Area PROGRAMME

Challenges for Europe in the world, 203040

Funded under Socio-economic Sciences & Humanities

Round), but without an increase of tariffs or trade protections
(no such protectionist back-turn has occurred even during the
international crisis). A reform of the WTO could go along a
wider reform of international economic governance, within a
“new Bretton Woods”. The need for a reform of the WTO is
increased by the failure of the Doha Round, which expresses
the opposition to further worldwide liberalisation for all products
and the preference for adopting new regulations. But a
successful conclusion of the Doha Round following the
“Development agenda” would also go towards rebalancing the
WTO and the international trade system towards more
development friendly trade policies.

Two main trade issues relevant to this scenario should be
solved:

- enlarging the scope of trade regulations (whether within the
WTO or other ad hoc new international organisations); this
covers better regulation of energy and commodities markets
which will support better incomes for producer countries (this
means that the oil price will remain controlled by OPEC with
improving market mechanisms); also needed is a better
coordination between trade and exchange rate policies, which
means joint work of WTO and IMF; last of all, taking into
account the relationship between trade and environment (and
potentially social standards);

-rebalancing the international trading system towards
developing countries implies increasing asymmetries at the
WTO (SDT, etc.) and also balancing the DSB towards poor
countries, which need to be able to lodge complaints and to see
the decisions applied quickly (this means adopting financial
sanctions for example);

This scenario also means an improvement of the international
monetary system and a reduction of international trade and
financial imbalances (including a rebalanced Chinese growth
model). We anticipate stronger capital flows received by
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developing countries on the whole and, as in the previous
scenario an increased role of the Yuan among international
currencies, next to the dollar and euro.

Regionalism

In case of a failure of the Doha Round, and if there is no turn
towards stronger government policies as in the previous
scenario, one can expect a certain weakening of WTO (if it is
not reformed, which is the condition for reinforcing the
influence of this organisation if Doha fails). Trade liberalisation
and the growth of international trade can then go on, but at a
regional level, following past trends described above??,

This process goes on with a reinforcement of regional trade
agreements, which multiplied during the last decades,
especially since the 1990s (see below). According to Bhagwati

& Sutherland (2011), “For the ti me being, t he
behind the RTA [ Regional Trade Areas/ I

The main free trade agreement which remains to be signed is
the transatlantic agreement signed between the EU and the
USA, which are the two major economic powers. The signature
of a free trade agreement within APEC (USA, Japan, China and
other countries bordering the Pacific Ocean) would be an
alternative to the transatlantic agreement. This vast free trade
area would stimulate exports by China and BRICs of their value
chains (Baghwati & Sutherland, 2011).

Stronger regional integration implies better coordination of
exchange rates at the regional level (Asia, Europe, etc.). But no
reduction in international imbalances will occur, as regional
integration means reorientation of trade and financial flows but
still basically the same growth model for the main economic
players.

22 According to Krugman (2008), the value of the distance coefficient has doubled in
gravity models since 1960.
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IV  Civil society organisation CSOs and other social
networks

CSOs, which have been gaining importance in these last three
decades, at least for those with an international reach,
constitute a highly diverse set of organisations, be it in terms of
fields, countries, sizes, status and modes of organisations.

Overall they tend to have become a clear party in the
monitoring of the global governance, even if their roles remain
secondary in comparison with the role of the states or of
markets and large firms.

There is also a strong dichotomy between the CSOs active in
developed economies which are addressing specific issues in
the various fields under view (security, knowledge, finance and
production®®) in order to counter actions of states or markets
and firms which effects they see as disastrous, and those active
in developing countries which are often mobilized around
political issues, in favour of political liberalism?* or against, as is
the case of many religious movements. This asymmetry is
bound to be important in the making of the forthcoming
scheme of global governance (see Benassaieh A.(2009)).

UN organisations have acknowledged this change with the
creation of a specific body to monitor this interface.

The United Nations Non Governmental Liaison Service (UN-
NGLS) is an inter-agency programme of the United Nations
mandated to promote and develop constructive relations
between the United Nations and civil society organisations.
Created in 1975 it accelerated its pace activating the interface
between CSOs and UN bodies.

The acknowledgment of the role of CSOs in global governance
clearly emerged at the turn of the 21 century.

23 Let us notice passim that NGOs acting on finance are strangely enough rather still

underdeveloped. See the recent creation of Financial Watch at the EU level.
24 Such groups may not seem very important in number and organizations but internet
can help them to expand and come out very rapidly as shown recently in Tunisia and
Egypt.
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Governance i1s the sum of the many ways individuals and institutions, public and
private, manage their common affairs. It is a continuing process through which
conflicting or diverse interests may be accommodated and co-operative action may
be taken. It includes formal institutions and régimes empowered to enforce
compliance. as well as informal arrangements that people and institutions either have
agreed to or perceive to be in their interest.... At the global level. governance has
been viewed primarily as intergovernmental relationships. but it must now be
understood as also mvolving non-governmental organizations (NGOs). citizen’s
movements. multinational corporations. and the global capital market. Interacting
with these are global mass media of dramatically enlarged influence."”

" Commission on Global Governance, Our Global Neighbourhood: The Report of the Commission
on Global Governance, Oxford University Press, New York, 1995, pp. 2-3.

The diversity of organisations placed under this label of NGOs is
though calling for some transparency. Even the name has been
debated and to retain CSOs (instead of NGOs non government
organisations) has been an issue stressing that the definition of
this large group should not be simply negative (Non
Governmental). It remains that any association from youth
groups to the Maffia, from Roman Catholic Church to
Greenpeace, from the International Chamber of Commerce to
an agricultural co-operative in rural India are included in this
broad category. Some CSOs may provide services like Oxfam or
be advocacy based like Third World Network. Not to mention
the fact that some have thousands of members while others
gather a few people, some work with governments, others are
politically engaged against. One does not distinguish powerful
organisations with large budgets and myriads of small
organisations®>. Giving them a new importance in global
governance implies thus some procedures of accreditation. The
UN (which has first defined NGO in its very beginning in 1950
as an international organisation that was not founded by a
treaty) has thus established such procedure of accreditation via
its economic and social council, ECOSOC. Some 18773 were

%> The big eight (CARE, World Vision International, Oxfam,MSF Médecins sans frontiers,
Save the children Federation, CIDSE (cooperation internationale pour le développement
et la solidarité), the Coalition of catholic NGOs , APDOVE ( Association of protestant
Development Organisations in Europe and Eurostep (Secular European NGOs) have
altogether a budget of over 8 billions dollars.
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thus accredited in 2010 (see Table 5), with three categories
general, specific and roster.

Table 5
Civil society organisations accredited with ECOSOC (UN)
S . Organisations in Consultative Status
Organisations by region with ECOSOC
Africa 2806
Asia 2850
Europe 3190 General 137
North America 2982 Special 2211
Oceania 479 Roster 988
Latin America and Caribbean 1316
Not Specified 5150
Fields of activity Organisation types
Academics 308
Association 333
Disability, Development and Rights
Economic and Social 6651 Qrganisations 169
Financing for Development 751 Foundation 171
Gender Issues and Advancement of 3000 Indigenous Peoples Organisations 1284
Women
Institution 34
Population 837
Inter-governmental organisation 33
Public Administration 775
Local government 7
Social Development 3080
Media 14
Statistics 560
Non-governmental organisation 15109
Sustainable Development 3065
Others 306
Private sector 102
Trade union 16



http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByRegionsCode&orgByRegionCode=1&orgByRegionName=Africa&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByRegionsCode&orgByRegionCode=1&orgByRegionName=Africa&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByRegionsCode&orgByRegionCode=2&orgByRegionName=Asia&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByRegionsCode&orgByRegionCode=2&orgByRegionName=Asia&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByRegionsCode&orgByRegionCode=3&orgByRegionName=Europe&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByRegionsCode&orgByRegionCode=3&orgByRegionName=Europe&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByRegionsCode&orgByRegionCode=5&orgByRegionName=North%20America&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByRegionsCode&orgByRegionCode=5&orgByRegionName=North%20America&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByRegionsCode&orgByRegionCode=6&orgByRegionName=Oceania&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByRegionsCode&orgByRegionCode=6&orgByRegionName=Oceania&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByRegionsCode&orgByRegionCode=7&orgByRegionName=Latin%20America%20and%20Caribbean&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByRegionsCode&orgByRegionCode=7&orgByRegionName=Latin%20America%20and%20Caribbean&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByRegionsCode&orgByRegionCode=8&orgByRegionName=Not%20Specified&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByRegionsCode&orgByRegionCode=8&orgByRegionName=Not%20Specified&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByConsultativeCode&orgByConsCode=1&orgByConsName=General&sessionCheck=false
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByConsultativeCode&orgByConsCode=1&orgByConsName=General&sessionCheck=false
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByConsultativeCode&orgByConsCode=2&orgByConsName=Special&sessionCheck=false
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByConsultativeCode&orgByConsCode=2&orgByConsName=Special&sessionCheck=false
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByConsultativeCode&orgByConsCode=3&orgByConsName=Roster&sessionCheck=false
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByConsultativeCode&orgByConsCode=3&orgByConsName=Roster&sessionCheck=false
http://esango.un.org/civilsociety/withOutLogin.do?method=getFieldsOfActivityCode&orgByFieldOfActivityCode=1&orgByFieldOfActivityName=Economic%20and%20Social&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getFieldsOfActivityCode&orgByFieldOfActivityCode=1&orgByFieldOfActivityName=Economic%20and%20Social&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getFieldsOfActivityCode&orgByFieldOfActivityCode=2&orgByFieldOfActivityName=Financing%20for%20Development&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getFieldsOfActivityCode&orgByFieldOfActivityCode=2&orgByFieldOfActivityName=Financing%20for%20Development&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getFieldsOfActivityCode&orgByFieldOfActivityCode=3&orgByFieldOfActivityName=Gender%20Issues%20and%20Advancement%20of%20Women&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getFieldsOfActivityCode&orgByFieldOfActivityCode=3&orgByFieldOfActivityName=Gender%20Issues%20and%20Advancement%20of%20Women&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getFieldsOfActivityCode&orgByFieldOfActivityCode=3&orgByFieldOfActivityName=Gender%20Issues%20and%20Advancement%20of%20Women&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getFieldsOfActivityCode&orgByFieldOfActivityCode=4&orgByFieldOfActivityName=Population&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getFieldsOfActivityCode&orgByFieldOfActivityCode=4&orgByFieldOfActivityName=Population&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getFieldsOfActivityCode&orgByFieldOfActivityCode=5&orgByFieldOfActivityName=Public%20Administration&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getFieldsOfActivityCode&orgByFieldOfActivityCode=5&orgByFieldOfActivityName=Public%20Administration&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getFieldsOfActivityCode&orgByFieldOfActivityCode=6&orgByFieldOfActivityName=Social%20Development&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getFieldsOfActivityCode&orgByFieldOfActivityCode=6&orgByFieldOfActivityName=Social%20Development&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getFieldsOfActivityCode&orgByFieldOfActivityCode=7&orgByFieldOfActivityName=Statistics&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getFieldsOfActivityCode&orgByFieldOfActivityCode=7&orgByFieldOfActivityName=Statistics&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getFieldsOfActivityCode&orgByFieldOfActivityCode=8&orgByFieldOfActivityName=Sustainable%20Development&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getFieldsOfActivityCode&orgByFieldOfActivityCode=8&orgByFieldOfActivityName=Sustainable%20Development&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByTypesCode&orgTypeCode=11&orgTypName=Academics&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByTypesCode&orgTypeCode=11&orgTypName=Academics&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByTypesCode&orgTypeCode=1&orgTypName=Association&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByTypesCode&orgTypeCode=1&orgTypName=Association&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByTypesCode&orgTypeCode=13&orgTypName=Disability,%20Development%20and%20Rights%20Organizations&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByTypesCode&orgTypeCode=13&orgTypName=Disability,%20Development%20and%20Rights%20Organizations&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByTypesCode&orgTypeCode=13&orgTypName=Disability,%20Development%20and%20Rights%20Organizations&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByTypesCode&orgTypeCode=2&orgTypName=Foundation&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByTypesCode&orgTypeCode=2&orgTypName=Foundation&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByTypesCode&orgTypeCode=12&orgTypName=Indigenous%20Peoples%20Organizations&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByTypesCode&orgTypeCode=12&orgTypName=Indigenous%20Peoples%20Organizations&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByTypesCode&orgTypeCode=3&orgTypName=Institution&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByTypesCode&orgTypeCode=3&orgTypName=Institution&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByTypesCode&orgTypeCode=4&orgTypName=Inter-governmental%20organization&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByTypesCode&orgTypeCode=4&orgTypName=Inter-governmental%20organization&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByTypesCode&orgTypeCode=5&orgTypName=Local%20government&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByTypesCode&orgTypeCode=5&orgTypName=Local%20government&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByTypesCode&orgTypeCode=7&orgTypName=Media&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByTypesCode&orgTypeCode=7&orgTypName=Media&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByTypesCode&orgTypeCode=6&orgTypName=Non-governmental%20organization&sessionCheck=false&ngoFlag=
http://esango.un.org/civilsociety/withOutLogin.do?method=getOrgsByTypesCode&orgTypeCode=6&orgTypName=Non-governmental%20organization&sessionCheck=false&ngoFlag=
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Open-ended Working Group on
Ageing

O

http://www.un.org/esa/coordination/ngo/

In the set of UN accredited CSOs most continents are equally
represented if only for South America. Subjects are less evenly
represented, with economic and social topics prevailing.

It is, however, difficult on this basis to have an idea on the
objectives and effectiveness of these CSOs.

Some have clearly a welfare objective and seem to complement
some of the shortcomings of national welfare states. Others are
close to some lobbying activities.

Clearly the central representation giving them a strong
legitimacy has to do with the international dimension of their
objectives, be it to reduce inequality of access to health,
education, freedom among countries or to preserve some global
public goods under threat with the growing internationalisation
of economies.

Indeed surveys stress that over half of CSOs have taken part in
global gathering and can claim to plan their actions at
international levels.

The CSOs accredited with the UN constitute a good sample of
such organisations with international strategies. Still this does
not reduce much the variety of, organisations concerned as
shown in Figure 4 below, listing the possible acronyms of these
CSOs.
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Figure 4
Box 2
Acronyms that distinguish between
different kinds of NGOs and related organizations
PINGOs Public Interest NGOs
BINGOs Business and Industry NGOs
INGOs Individual-based OR International NGOs
QuNGOs Quasi-government NGOs
ENGOs Environmental NGOs
GONGOs Government-organized NGOs
GRINGOs Government-run NGOs
DONGOs Donor-organized NGOs
CONGO Congress of NGOs — a group of NGOs with
consultative status with ECOSOC
ANGOs Advocacy NGOs
NNGOs National NGOs
ONGOs Operational NGOs
DINGOs Australian NGOs
CBOs Community-based organizations
CS0s Civil Society NGOs
POs Private organizations or peoples’ organizations
PVOs Private voluntary organizations
SHOs Self-help organizations
GROs Grass roots organizations
GRSOs Grassroots support organizations that
incite and support GROs
SHPOs Self-help support organizations
GSCOs Global social change organizations
ECOs Ecological citizens organizations or

CSOs caring for environmental issues are inclined to have
global concerns, even when they have local objectives. It is the
same for those caring for welfare issues...not to speak of CSOs
directly concerned by global public goods. Clearly a lot of civil
society organisations play a role in the construction of
international debates among civil societies on a large set of
issues, be they ecological, arbitrages on private versus public
interest, welfare, scientific developments,.. In doing so they

46



'* * ..i
AU-G-U:R
EUROPEAN COMMISSION  <rvevrn resmewanic

European Research Area PROGRAMME

Challenges for Europe in the world, 203047

Funded under Socio-economic Sciences & Humanities

gain some legitimacy and influence processes of decision
making at state levels or at the levels of international
institutions (see above for the UN). But precisely because they
have been able to develop such "“soft” power in global
governance some CSOs have more opportunistic objectives in
view of private interests, some of which even criminal. The
need for accreditation is a real issue with its usual difficulty of
vested interests within the accreditation procedure.

With this caveat CSOs are by and large playing a role which can
be seen as facilitating the dynamics of global governance.

We can feature this role in broad terms, referring to the
trilemma of incompatibility proposed by Rodrick (2002) in a
paper on “Feasible globalizations”.

Rodrick suggested that three legitimate objectives to set up a
global governance among a set of rather different countries (in
terms of institutional contexts) were incompatible.

Namely a feasible globalisation cannot have the following
virtues: a) preserve the institutional diversity of each nation
state, b) favour a deep international economic integration and
c) respect democratic procedure.

There is something obvious about the inherent contradiction
between these three objectives although clearly past policies of
internationalisation have tried to follow such path. This
trilemma feature can also usefully be used be it for fiscal
coordination (see Deblock and Rioux 2009) or to qualify
proposals of reforms of global governance (see Plihon 2009).

It seems that the facilitating or catalyst role of CSOs can be
seen precisely in this context in forging some kind of global
public opinion whereby nation states can feature directions of
changes for their institutional context, democratic practices can
take into account broader constituencies and the notion of deep
economic integration progressively evolve to understand that it
is not in contradiction with regulatory frameworks, getting used
to the fact that markets and institutions are more
complementary than contradictory.
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In this perspective the development of global reach CSOs can
be seen as a process helping to overcome partly and
progressively the trilemma presented above. It makes all the
more interesting to view such process in the perspective not of
an abstract governing assumption of worldwide deep economic
integration but in the more specific (and less fully fledged
market oriented) perspectives of the various governing
assumptions that we selected.

THE POLITICAL TRILEMMA OF THE WORLD ECONOMY

Deep economic
integration

Golden Global
Straitjacke federalism
Nation state Democratic politics

Bretton Woods compromise

Figure 5 from Rodrick (2002)

Another component has to be added to this set up by the CSOs
of a global forum impacting decision making in the global
governance system, namely all the development of social
networks allowed by the diffusion of internet.

It has been a major factor influencing the recent revolts in Arab
countries to mention the latest impacts. It showed to what
extent a global public opinion has been developing and how it
impinges actions of states and international institutions.

The pervasiveness of internet communications is such that it is
difficult to delineate their effective impacts. Still, in an
assessment of the potential evolutions of global governance it
has to be done. It will certainly be of major importance in the
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multilateral scenario ...and very likely also in our regionalisation
scenario, although there is a straightforward global dimension
in internet communication that does not stop at the limits of
regions, especially if they do not have a common language.

It may also act as a strong counter power in the scenarios of
consolidation and in the bilateral scenario if only to counter the
fiscal repression of states in the first and to limit the
overwhelming power of the two hegemonic states in the
bilateral scenario.

V Looking at changes in global governance through
various fields of activities:

The structure of power in global governance is reflected by the
identification of who is taking part in setting the new rules of
behaviour, all of which may vary from one field to another.
Susan Strange (1986) suggests tracking the structure of power
through the changes in rules across four main fields: security,
production, finance and knowledge.

We have so far identified actors (States, markets, international,
institutions and CSOs) and their broad strategies under various
governing assumptions (consolidation, bilateral, multilateral,
regional). Looking at their actions at the level of different fields
will help to further specify our scenarios.

At this stage of the project, fields have been differently
investigated. Background papers are in progress regarding
security and knowledge®®. They will be briefly mentioned to
keep track of the whole picture that we plan to draw.

Other fields such as finance have been largely (and
cooperatively) addressed in other work package, namely WP2
(see Gossé and Plihon, 2011). Production is a broad field
which may as well concern the ways in which production is
achieved, exchanges are done, including trade, and products
are consumed. Central regarding global governance are the

26 Some of the stylized facts retained in the background studies on these fields may stem
from other FP7 forward looking studies like SANDERA on defence issues or Far Horizon.
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rules monitoring trade activities, a subject addressed in our
discussion of the main international institution in charge,
namely the WTO (in section III). Global governance is also
concerned by the rules that set production and consumption
processes to safeguard the environment. Again the specification
of these rules should be drawn from the developments done in
WP5 (on energy and environment issues). Similarly
developments in WP3 (trade and knowledge), WP4
(demography and migrations) and in WP7 (consumption and
living standards) should be wused to complete our
comprehensive synthesis on global governance.

WP6 will thus go on in its assessment of scenarios of global
governance detailed by fields taking advantages of the
development of the other work packages of the project.

The following Table 6 is meant to illustrate the kind of
systematic synthesis that we plan to establish.

We shall take opportunity of this attempt to include some of the
findings put forward in a background paper of the project on
trade in agricultural products (see Pouch 2011).

Let us beforehand recall the scope and some stylised facts
regarding the various fields under view.

Security issues can for instance concern either potential
“classic” conflicts between nation states, or fights against
guerrillas, mafias, or terrorism, but also engagements on new
fronts to fight environmental disasters (floods, earthquakes,
nuclear accidents...) as well as dramatic shortages (in energy,
water or food). These new situations are bringing forward new
combinations of actors between private and public sectors as
well as between national and international forms of
intervention. These new contexts, broadening defence
objectives, imply new expectations towards changes in
technology where defence had for a long time played a strong
leadership role.

Science and technology policies are thus to be geared by a new
set of objectives and new combinations of actors.
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Important in that respect are the regimes of intellectual
property rights that may develop. Open science has become a
major issue, especially in a context where north south relations
are at the core of the governing assumptions.

Financial issues have been clearly assessed, pointing at the
various ways in which micro regulations of finance can be
associated or not with a macro financial stability, depending on
the various governing assumptions (see Gossé and Plihon,
2011).

Production issues, as we said, raise a broad range of
governance issues depending on which sector and which
processes are considered: either production or exchange or
consumption.

Specificity of sectors remains an important distinctive factor in
a world economy where international exchanges have reached
unprecedented levels and diversity. Primary sectors involve
competitive uses of limited natural resources. Manufacturing
activities undergo rapidly changing international division of
labour, where the diffusion of techniques and knowledge as well
changes in labour costs are determining. Service activities
develop new forms of internationalisation, greatly boosted by
the ICT revolution, transforming the interface with
manufacturing activities. All these structural changes with
international dimensions imply new rules of governance, the
selection of which will depend on some broad trends that we try
to specify.
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Table 6 .1
The relative influence of the 4 actors in
global governance under various governing assumptions

Overall in Trade

States C States
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Table 6 .2
The relative influence of the 4 actors in
global governance under various governing assumptions

Overall in Trade
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The above underlines that global governance that can be
represented in a plan by the share of the various actors in
the overall ruling of international relations can in fact be
decomposed into various fields where the overall
distribution of power can either be reproduced or on the
contrary significantly challenged. Such synthetic tables
may also understate cases where the power of the states
is very unequal. Dominance of states in global governance
may then correspond to the dominance of one or two
strong countries over the rest of countries (a situation
which corresponds strongly with the “bilateral” governing
assumption).

One way to limit such equivocal representations is to
specify the kind of principle at work in the governance
mechanism: whether it is single undertaking (a “one size
fits all principle” which is likely to stem from strong
hierarchies among countries) or free commitment venture
with or without scheme of security access.

Clearly the geo political governance of the post war period
was driven by security issues (the east west confrontation,
the will to end global conflict and to solve legacies of the
past such as colonisation) and production; e.g. the general
will to favour a shared economic growth under state
control (in the spirit of Philadelphy 1944), with little
concern for its detrimental externalities.

The geo economic governance of the last two decades of
the 20™ century relied more on market mechanisms as a
source of growth and welfare (parting with the spirit of
social justice warranted by the state), while concerns on
negative externalities increased, especially regarding the
environment.

The geo financial governance of the last decade was
clearly asymmetric, reinforcing the shifts in the developed
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world and favouring emergence of some large developing
countries, able to benefit from the expansion and transfers
of international trade.

The post 2008 governance will certainly give a new weight
to environmental issues. Even if the various post 2008
conferences on climate threats (from Copenhagen to
Cancun) led to few commitments of countries, the focus
on environmental issues is bound to remain on the
agenda.

A clear change in post 2008 global governance has been
the rising role of the G20 as a sign of a shift in hierarchy
among countries whereby the developing world has
become an effective partner in decision making on global
issues.

It certainly renders it more complex to find an agreement
on environmental issues when interests and claims are so
much opposed, but this agreement is much more effective
when it regards such objectively global issues as
environmental ones.

Previous global governance relied much on harmonised
governmental regulations. International institutions were
in charge of the supervision of global markets.

To respond to new concerns, when states are individually
less in position to enforce new rules, the question is
whether (large internationalised) firms can adjust their
practices accordingly.

Our synthesis had the objective to feature these
alternatives in a comprehensive framework.
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