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he studies in the volume suggest that the world
is at a turning point in the provision of global public goods. There are
many signs of adaptive inefficiency, with institutional change lagging far
behind rapidly evolving realities.! So, even the best-intentioned policies
often lead to limited or distorted results. But incipient institutional reforms
are discernible: existing molds are becoming brittle, and policymaking
and public management patterns are being reconfigured. There is a clear
window of opportunity for further change. Based on the analyses in the
volume, addressing the following problems seems especially urgent:

e Standard concepts and theories on public goods are inadequate for
understanding current realities, capturing the growing phenomenon of
global public goods, and providing effective policy guidance.

® Decisionmaking systematically excludes some of those affected by
global public goods.

¢ Financing often comes out of international development assistance.

e The organization of production is compartmentalized and scattered.

"The term #nstitution refers to the rules and norms of behavior that structure the incentives
of economic and social agents, in the sense proposed by North (1990). As North (1998
[1995], p. 26) notes, “allocative efficiency is a static concept with a given set of institutions;
the key to continuing good economic performance is a flexible institutional matrix that will
adjust in the context of evolving technological and demographic changes as well as shocks
to the system”—that is, adaptive or dynamic efficiency.
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Most of the chapters’ suggestions on how these problems could be
solved build on current reforms and are aimed at nudging forward ongoing
change—toward a more adequate provision of global public goods. The
case studies, in particular, provide more detailed and issue-specific analyses
(see the annex for a brief summary of the case studies). The policy recom-
mendations emanating from the entire volume can be summarized in four
parts: refurbishing the analytical toolkit, matching circles of stakeholders
and decisionmakers, systematizing the financing of global public goods,
and spanning borders, sectors, and groups of actors.

REFURBISHING THE ANALYTICAL TOOLKIT

Public goods are usually defined as goods with nonexcludable benefits
and nonrival consumption. Nonexcludability means that it is technically,
politically, or economically infeasible to exclude someone from consuming
the good. Nonrivalry means that one person’s consumption of the good
does not detract from its availability to others. If a good is nonrival, it can
be made available to additional users at zero—or close to zero—cost. It
need not be reproduced for each new consumer. So, the only costs involved
in making it more widely available would be those that its further distribu-
tion might entail.

Knowledge is an example. Think of the many generations that have
benefited—and continue to benefit—from indigenously developed medi-
cines in developing countries. Or consider the incalculable increase in
human welfare due to the diffusion of mathematical and scientific knowl-
edge—such as the Pythagorean theorem—since ancient times. It is usually
inefficient to exclude someone from the consumption of nonrival goods.

Knowledge is also a useful example for illustrating the issue at the
center of the chapters by Desai and by Kaul and Mendoza (in the volume):
differentiation between a good’s potential and actual properties. Some
types of knowledge, notably knowledge with potential commercial value,
are not in the public domain but instead are made exclusive through
instruments such as intellectual property rights.” At the same time, essen-

?Knowledge is often made exclusive for good reason. As Correa (in the volume) discusses,
there is a tradeoff between static efficiency (the gains from sharing existing knowledge as
widely as possible) and dynamic efficiency (providing incentives for innovators to generate
more knowledge). The objective is to strike the proper balance so that welfare gains are
maximized within the current generation and across different generations.
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tially private goods such as basic education are made public by design.
They are often publicly provided in such plentiful measure that there is
no need for rivalry among potential consumers.” As brought to light by
the previous chapter’s reexamination of the notion of publicness and ana-
lyzed in detail by Desai in his historical review of the concept of public
goods and public provision, the properties of goods are variable and subject
to change—over time and across regions, cultures, and population groups.
And as Desai adds, the issue of what goods to make public or private
continues to generate fierce debate.

These insights, in conjunction with the challenges posed by current
political realities, inspired the formulation of four analytical tools that could
improve the understanding of public goods and support decisionmaking on
issues of privateness and publicness. The four tools, which no doubt require
further research and debate, are an expanded definition of public goods
and global public goods, the triangle of publicness, the inherent connection
between equity and efficiency in the provision of global public goods,
and the concept of adequate provision (as opposed to optimal supply) of
public goods.

An Expanded Definition of Public Goods and Global Public Goods

Kaul and Mendoza propose expanding the standard definition of public
goods on two levels. On one level they build on the standard definition
of public goods, adding that any goods characterized by nonrival or nonex-
cludable properties are potential candidates for actually being public and
available for all to consume. On the next level they expand the definition
to identify goods that are de facto public or inclusive. The revised, two-
level definition is as follows:
® Definition 1: Goods have a special potential for being public if they

have nonexcludable benefits, nonrival benefits, or both.

’Beyond ethical and moral reasons, this may occur with education because consumption of
this private good generates such large and important positive externalities (an example of
“joint products” in the public goods literature) that a decision is made to make it not only
free of charge but often compulsory. Most countries have public systems that make education
accessible to the general public. International efforts to enhance the provision of basic
education may elevate this national public good to the status of a global public good. See
the Millennium Development Goals at http://www.un.org/millenniumgoals/.
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o Definition 2: Goods are de facto public if they are nonexclusive and
available for all to consume.

The difference between the two definitions is based on the distinction
between a good’s potential for being inclusive (a potential shared by all
goods that are nonexcludable, nonrival, or both) and its actually being
inclusive (which may mean that the good is rival or excludable but has
been made nonexclusive). Taken together, the definitions clarify how the
inclusiveness and publicness of goods may change even though the goods
do not. Whether goods become de facto public often depends on technol-
ogy and on policy choice.

By analogy, de facto global public goods are defined as follows:

o Definition 3: Global public goods are goods with benefits that extend
to all countries, people, and generations.

Just as goods can be potentially public, they can be potentially global.
And public goods can be made global. For example, national postal systems
have been harmonized and linked to form a global postal system. Definition
3 refers to a good that is actually global in its publicness. It is a demanding
definition. Some goods may be universal, but many others are not. As
suggested in the 1999 predecessor to the volume (Kaul, Grunberg, and
Stern 1999), a less strict definition could be that a good is globally public
when it benefits more than one group of countries and does not discrimi-
nate against any population group or generation.

The expanded definition avoids the normative element that often marks
discussions of public goods. Many textbooks conclude, based on the stan-
dard definition, that a good with potentially rival and excludable properties
is—or ought to be—private and that its provision ought to be left to the
market. This means that the decision about which goods to make private
and which public is seen largely as a technical rather than a political matter.
The state’s role becomes one of providing “market rejects”—nonrival and
nonexcludable goods that do not fit the conditions of market transactions.
Partly because of this standard definition, there is a widespread misconcep-
tion that public goods are state-provided.

The expanded definition proposed by Kaul and Mendoza proceeds in
a positive way and defines public goods as what they are: goods in the
public domain, available for all to consume and affecting all. A wide range
of things occur in the public domain, including potentially excludable
public bads such as crime, noise, violence, pollution, and computer viruses.
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Furthermore, the expanded definition allows for a much clearer identifica-
tion of various global public goods—often moved across the private and
public domains according to policy choice (see examples in box 1).

Looking through the lens of the expanded definition at the issues
discussed in the case studies in part 4 brings out the socially determined
character of many public goods, including global public goods. The chapter
by Mehta (in the volume), for example, shows how water is being pulled
along the public-private continuum by different societal forces and inter-
ests. Recognizing the social mantle of goods also makes it possible (as seen
below) to better understand why some of these goods are engulfed in
controversy.

The Triangle of Publicness

Placing public goods back in the public domain and reintroducing a
notion of policy choice raises the question of how well publicness in
consumption is matched by publicness in decisionmaking and in the distri-
bution of net benefits across various parts of the global public. Publicness
in decisionmaking and distribution does not form part of the definition
of a public good. The intention here is to examine goods identified as
public in greater detail across these dimensions.

Kaul and Mendoza (in the volume) offer a simple framework for such
an analysis: the triangle of publicness (see case A, figure 2). The vertical
axis measures publicness in consumption, the left side of the base publicness
in decisionmaking, and the right side publicness (or equity) in the distribu-
tion of a good’s benefits. The triangle makes it possible to examine how
various public goods fare along these three dimensions.

The triangle of publicness raises a host of conceptual and methodologi-
cal issues. Yet its potential usefulness is clear even at this early stage. It
could eventually be used to draw attention to one of the key imbalances
considered in the volume: the discrepancy between the full publicness in
consumption that typically marks global public goods and the limited
publicness of the decisionmaking through which these goods are selected
and placed in the global public domain (see examples in figure 2). The
triangle could help policymakers and the public identify issues that require
review of current institutions and ways of managing globalization.
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Box 1

The De Facto Mix of National Goods and
Global Public Goods

Figure 1 classifies global public goods primarily according to their
humanmade (social) properties. On the one hand are national goods
that are private in the sense that they are not global in scope. On the
other hand are global public goods with benefits and costs that have
a wide cross-national impact.

The goods in quadrants 2 and 4 require harmonization of national
policies. Policy harmonization is often intended to encourage coun-
tries to internalize cross-border externalities: to help generate positive
ones and to take back negative ones. Several goods in quadrant 2B
involve such efforts. Efforts to increase the inclusiveness of such goods
as international communication and transport systems are aimed at
improving the worldwide availability of network externalities. The
same intention usually drives initiatives to increase adherence to norms
and standards, including for human rights, and foster respect for
national sovereignty. Most of the goods in quadrant 2B are oriented
toward unleashing what various national and transnational actors per-
ceive as global benefits.

By contrast, many of the goods in quadrant 4 involve the internal-
ization of negative cross-border externalities. These spillovers can be
diffuse, emanating from almost all countries—as with carbon dioxide
emissions, which combined create the risk of global warming. Or they
can originate in certain countries but potentially affect all, as with the
outbreak of a new contagious disease. The policy response to diffuse
externalities could be to establish an international regime that all
countries would be expected to comply with. The promotion of basic
human rights, shown in quadrant 2B, is an example. But depending
on the public good under consideration, alternative policy options
might be preferable, as shown in quadrants 4A and 4B.

Quadrant 4A lists goods with policy responses thatinvolve defining
and assigning new (national) property rlghts such as national pollution
allowances or the exclusive economic zones created by the 1982
United Nations Convention on the Law of the Sea. Quadrant 4B
includes goods involving measures similar to those in the national
context and are aimed at making certain crucial goods—such as basic
education and health care—universally available.

(continued opposite page)
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