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Foreword

We live in a tightly knit world. Yet shared, interlinked
global challenges, such as runaway climate change,
are outpacing our institutions’ capacities to respond
to them. We face “a global gridlock,” exacerbated by
growing polarization within our countries, which trans-
lates into barriers to international cooperation.

Why, despite all our riches and technologies, are we
so stuck? Is it possible to mobilize action to address glob-
ally shared challenges in a world that is intensively polar-
ized? These questions motivate the 2023/2024 Human
Development Report. Firmly grounded in the advance-
ment made in its predecessors, the Report reminds us
that our shared aspirations for development need to go
beyond wellbeing achievements to also enable people
to feel more in control of their lives, less threatened and
more empowered to act on shared challenges.

The human toll of this growing gridlock is huge. In
lives lost, in opportunities forgone, in feelings of de-
spair. After 20 years of progress, and for the first time on
record, inequalities in Human Development Index (HDI)
values—which measure a country’s health, education
and standard of living—are growing between countries
at the bottom and countries at the top of the index. Fol-
lowing the 2020 and 2021 declines in the global HDI
value, the world had the opportunity to build forward
better. Instead, this Human Development Report shows
that our global community is falling short. Deaths in
battle and displacement from violent conflicts are in-
creasing, reaching the highest levels since World War Il.
Leading up to a decade of increasingly higher tempera-
tures, 2023 has been the hottest ever recorded. The
path of human development progress shifted down-
wards and is now below the pre-2019 trend, threatening
to entrench permanent losses in human development.

Unless we change course.

We can still redress inequalities in human develop-
ment, but we must rapidly learn some lessons. To
start, the Report argues that we need to capitalize on
our global connections, choosing cooperation over
conflict. The Report shows how the mismanagement
of cross-border interdependencies (the response to
the Covid-19 pandemic, for example) is at the root of
many contemporary challenges, ranging from debt
distress in numerous low- and middle-income coun-
tries to threats to food security to a pervasive sense of
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disempowerment around the world. New analysis in the
Report using data from the World Values Survey shows
that only half the global population feels in control of
their lives and that only one-third of people believe that
their voice is heard in their political system.

Looking ahead, there will only be more globally shared
opportunities and challenges. Besides the high economic
interdependence, two main drivers of interdependence
are likely to shape our future in the decades to come. First,
the dangerous planetary changes of the Anthropocene
are deepening the global connections among societ-
ies, economies and ecosystems: viruses, microplastics
in our oceans and forest fires do not care much for
national borders. As the Report argues, we may choose
to deglobalize, but we cannot “deplanetize.” Second, an
unfolding Digital Revolution has led to a dizzying increase
in the sharing of data, ideas and culture across societies.

To break the gridlock, the Report is an invitation to
reimagine cooperation by pursuing three ideas that it
encourages the world to fight for.

First, it is imperative to pursue common ground while
accepting that people will have the right to retain their
diverse interests and priorities. Piercing a fog of false
differences, or misperceptions, is one of the most effec-
tive ways of changing behaviour towards cooperation
that addresses shared challenges.

Second, we must enable people to pursue their le-
gitimate and natural human security ambitions without
protectionism. It has now been 30 years since the 1994
Human Development Report introduced the notion of
human security. It focuses on what gives people agency
to shape their lives free from fear, want and living
without dignity. From the energy transition to artificial
intelligence, discussion of risks and challenges needs
to be rebalanced with the consistent articulation of the
potential to live, for the first time ever, with a surplus
of energy and with artificial intelligence that augments
what people can do.

Third, we need a 21st century architecture for inter-
national cooperation to deliver global public goods.
This includes the planetary public goods required to
navigate the Anthropocene—from climate change
mitigation to pandemic preparedness to biodiversity
preservation—as well as the digital public infrastructure
and digital public goods that would enable the Digital
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Revolution to be harnessed to enable people to flourish
in more equitable ways. Global public goods are vital for
our interdependent future as global citizens and require
rethinking international finance to complement devel-
opment assistance (supporting poor countries) and
humanitarian assistance (saving lives in emergencies).
Indeed, we need to recognize the undeniable fact
that we now have access to new financial mechanisms,

extraordinary technologies and our greatest asset:
human ingenuity and our cooperative capacities. Yet
today, psychologists warn that many children report
feeling anxious and that they feel they live in a world
that does not care about their future. This Report is a
rallying cry—we can and must do better than this. It
charts ways forward and invites to a conversation on

reimagining cooperation.
Achim Steiner

@QN\' Q
Administrator

United Nations Development Programme
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We can do better than this. Better than runaway cli-
mate change and pandemics. Better than a spate of
unconstitutional transfers of power amid a rising,
globalizing tide of populism. Better than cascading
human rights violations and unconscionable massa-
cres of people in their homes and civic venues, in hos-
pitals, schools and shelters.

We must do better than a world always on the brink,
a socioecological house of cards. We owe it to our-
selves, to each other, to our children and their children.

We have so much going for us.

We know what the global challenges are and who
will be most affected by them. And we know there
will surely be more that we cannot anticipate today.

We know which choices offer better opportunities
for peace, shared prosperity and sustainability, better
ways to navigate interacting layers of uncertainty and
interlinked planetary surprises.!

We enjoy unprecedented wealth, knowhow and
technology—unimaginable to our ancestors—that with
more equitable distribution and use could power bold
and necessary choices for peace and for sustainable, in-
clusive human development on which peace depends.

So why does pursuing the ambitions of the 2030
Agenda for Sustainable Development and the Paris
Agreement feel like a half-hearted slog through
quicksand?

Why in many places does restoring peace, even
pauses or ceasefires as hopeful preludes to peace, feel
so elusive?

Why are we immobilized on digital governance
while artificial intelligence races ahead in a data
goldrush?

In short, why are we so stuck? And how do we
get unstuck without resorting myopically to vio-
lence or isolationism? These questions motivate the
2023/2024 Human Development Report.

Sharp questions belie their complexity; issues with
power disparities at their core often defy easy expla-
nation. Magic bullets entice but mislead—siren songs
peddled by sloganeering that exploits group-based
grievances. Slick solutions and simple recipes poison
our willingness to do the hard work of overcoming
polarization.

Geopolitical quagmires abound, driven by shift-
ing power dynamics among states and by national
gazes yanked inward by inequalities, insecurity and
polarization, all recurring themes in this and recent

Human Development Reports. Yet we need not sit on
our hands simply because great power competition is
heating up while countries underrepresented in glob-
al governance seek a greater say in matters of global
import. Recall that global cooperation on smallpox
eradication and protection of the ozone layer, among
other important issues such as nuclear nonprolifera-
tion, happened over the course of the Cold War.

Slivers of hope have emerged even now. The
Ukraine grain deal, before its suspension in 2023,
averted widespread food insecurity, which would
have hurt poorer countries and poorer people most.
The production of Covid-19 vaccines, which saved
millions of lives, relies on global supply chains, al-
though, tragically, many more lives could have been
saved if vaccine coverage had been more equitable.?
Countries continue to cooperate on genomic se-
quencing of variants, even as shameful inequities in
vaccine access persist.> At the 28th Conference of the
Parties to the UN Framework Convention on Climate
Change, the world established a new loss and dam-
age fund to benefit more than 3 billion people, with
pledges totalling over $600 million.* Global clean
energy investment, and the jobs and opportunities
that come with it, reached an all-time high of $1.8 tril-
lion in 2023 (equivalent to the size of the economy of
the Republic of Korea), almost twice the amount in
20205

However challenging they are, geopolitics are sim-
ply not an excuse to stay stuck in gridlock. There are
paths through. Reimagining and fully providing glob-
al public goods in ways that meet national develop-
ment needs at the same time is one of them.

The 2021-2022 Human Development Report ar-
gued that a new uncertainty complex is unsettling lives
the world over and dragging on human development.
The global Human Development Index (HDI) value
fell for the first time ever—in both 2020 and 2021.

The global HDI value has since rebounded to a
projected record high in 2023 (figure S.1). All compo-
nents of the global HDI are projected to exceed their
pre-2019 values.b

Despite being projected to reach a new high, the
global HDI value would still be below trend. And
the global figure masks disturbing divergence across
countries: every Organisation for Economic Co-
operation and Development country is projected
to have recovered, but only about half of the Least
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Figure S A permanent shift in the Human Development Index (HDI) trajectory?
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Note: The global HDI value for 2023 is a projection. The pre-2019 trend is based on the evolution of the global HDI value in the previous 20 years.
Source: Human Development Report Office calculations based on data from Barro and Lee (2018), IMF (2023d), UNDESA (2022, 2023), UNESCO Institute for

Statistics (2023), United Nations Statistics Division (2023) and World Bank (2023).

Figure S.2 Recovery of Human Development Index (HDI)
values since the 2020-2021 decline is projected to be
highly unequal

Country recovery by 2023 from
the HDI setback in 2020 or 2021

51%
did not
recover

100%
recovered

49%
recovered

Least Developed Organisation for Economic
Countries Co-operation and
Development

Note: Least Developed Countries have low levels of income and face vulner-
abilities that make them “the poorest and weakest segment” of the interna-
tional community (https://www.un.org/ohrlls/content/about-least-developed
-countries). Recovery means that countries that suffered a decline in HDI value
in 2020 or 2021 are projected to reach or surpass their pre-decline HDI value
by 2023.

Source: Human Development Report Office calculations based on data from
Barro and Lee (2018), IMF (2023d), UNDESA (2022, 2023), UNESCO Institute
for Statistics (2023), United Nations Statistics Division (2023) and World Bank
(2023).

Developed Countries are projected to have done so
(figure S.2). After 20 years of steady progress, ine-
quality between countries at the upper and lower
ends of the HDI has reversed course, ticking up each
year since 2020 (figure S.3).

If the global HDI value continues to evolve below
the pre-2019 trend, as it has since 2020, losses will be
permanent. Based on the 1999-2019 trend, the glob-
al HDI value was on track to cross the threshold defin-
ing very high human development (a value of 0.800)
by 2030—coinciding with the deadline to meet the
Sustainable Development Goals. Now, the world is
off track. Indeed, every region’s projected 2023 HDI
value falls below its pre-2019 trend. Whatever its
future trajectory, the global HDI value will capture
—incompletely, if at all-many other important ele-
ments, such as the debilitating effects of chronic illness
or the spikes in mental health disorders or in violence
against women, all restricting people’s possibilities for
their lives. For rich and poor countries alike some loss-
es will never be recovered. Whatever the charts and
indicators may say about people today, the Covid-19
pandemic took some 15 million lives.” We cannot get
them back. Nor the time siphoned off in so many ways
—inisolation, in caregiving, in not attending school.

The HDI is an important, if crude, yardstick for
human development. Just a few years ago wellbeing
had never been higher, poverty never lower. Yet people
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Figure S.3 Inequality between very high Human Development Index (HDI) and low HDI countries is increasing, bucking

long-run declines
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Note: The difference in HDI values for 2023 is based on projections.
Source: Human Development Report Office calculations based on data from Barro and Lee (2018), IMF (2023), UNDESA (2022, 2023), UNESCO Institute for

Statistics (2023), United Nations Statistics Division (2023) and World Bank (2023).

around the world were reporting high levels of sad-
ness, stress and worry (figure S.4).2 Those self-reported
measures have since risen for nearly 3 billion people.’
And while 9 in 10 people show unwavering support
for the ideal of democracy, there has been an increase
in those supporting leaders who may undermine it:
today, for the first time ever, more than half the global
population supports such leaders (figure S.5).1°

The uncertainty complex has cast a very long shad-
ow on human development writ large, with recent
years marking perhaps an unfortunate and avoidable
forkin its path rather than a short-lived setback.

What gives?

Progress feels harder to grasp, especially when
planetary pressures are brought into view; our
standard development measures are clearly miss-
ing some things. One of those things may be the
disempowerment of people—gaps in human agency
—which is taking combined hits from new configu-
rations of global complexity and interdependence,
uncertainty, insecurity and polarization.

People are looking for answers and a way forward.
This can be channelled helpfully via shared am-
bition that brings everyone along (not necessarily
on everything) in areas of cooperation that are not
zero-sum, enabled by cooperative narratives and

(projected)

institutions built on a bedrock of generalized trust.
Over the past 10 years both very high and high HDI
countries have improved their HDI values without
increasing planetary pressures, a shift from previous
trends of the two increasing together, so there are rea-
sons to hope that this might be possible (figure S.6).

Or it can be channelled, as it seems now, into vi-
cious cycles of demonizing blame games that breed,
at best, suspicion and distrust and, at worst, preju-
dice, discrimination and violence.

Troublingly, populism has exploded, blowing past
last century’s peaks, which roughly corresponded to
periods of mismanaged globalization." That is hap-
pening alongside, and in many cases exploiting, wick-
ed forms of polarization, such as the winnowing and
hardening of narrow identities, a sort of coercion or
unfreedom enabled, if not outright celebrated, by an
ongoing fetishization of so-called rational self-interest.

People’s ability to determine for themselves what it
means to live a good life, including defining and reas-
sessing their responsibilities to other people and to the
planet, has been crowded out in many ways. Metastat-
ic hands-off dogma hides the raiding of the economic
and ecological cookie jar. Dog-eat-dog and beggar-
thy-neighbour mindsets harken back to mercantilist
eras. And policies and institutions—including those
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Figure S.4 Self-reported stress rose in most countries, even before the Covid-19 pandemic
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Source: Human Development Report Office, based on Gallup (2023).

that have mismanaged globalized market dynamics—
default to “me” before “we.”

We are at an unfortunate crossroad. Polarization
and distrust are on a collision course with an ailing
planet. Insecurity and inequalities have a lot to do
with it. So does a constellation of disempowering
narratives that engender defensive fatalism and cat-
astrophic inertia—all circumscribed and, in some
sense fuelled by, dizzying political polarization.

What can we do to help turn things around? Quite
alot.

Build a 21st century architecture for global public goods

First, we should build out a 21st century architecture
to deliver the global public goods that we all depend
on. It would function as a third track to international

cooperation, complementing development assis-
tance focused on poorer countries and humanitarian
assistance focused on emergencies. These tracks are
not silos. Distinctively, a global public goods archi-
tecture would aim for transfers from rich countries
to poorer ones that advance goals for every country
to benefit. Every country has a chance to have a say,
as well as an opportunity to contribute. As such, this
third track is intrinsically multilateral.

Global public goods will require additional financ-
ing as a complement, rather than substitute for or
competitor, to traditional development assistance.
The financing can come in many forms. For exam-
ple, when some portion of an investment in a poorer
country generates global benefits, the corresponding
financing (or technology transfer) should tend to be
concessional, so that alignment is achieved between
who benefits (the rest of the world) and who pays (the

6 HUMAN DEVELOPMENT REPORT 2023/2024



Figure S.5 The democracy paradox? Unwavering support for democracy but increasing support for leaders who

may undermine it

Percent of population that thinks positively
about leaders who may undermine democracy

60

Majority of population thinks
positively about democracy
but also about leaders who may undermine it

2017-2022

40

2010-2014

2005-2009

1994-1998

1999-2004

Majority of population thinks
positively about democracy
and leaders who do not undermine it

30 , ,
40 50 60

I I 1
80 90 100

Percent of population that thinks positively about having a democratic system

Note: Data are population-weighted averages for a panel of countries representing 76 percent of the global population. Percent of population on the verti-
cal axis refers to people who responded that having a strong leader who does not have to bother with parliament and elections is “very good” or “fairly
good.” Percent of population on the horizontal axis refers to people who responded that having a democratic political system is “very good” or “fairly good.”
Source: Human Development Report Office based on data from multiple waves of the World Values Survey (Inglehart and others 2022).

rest of the world). The flipside is the case of hazards
or shocks that are not of a single country’s making.
Automatic triggers can be embedded in bonds or
loan agreements, especially state-contingent debt in-
struments, to help poorer countries cope with crises
that they had little part in generating, as with climate
change. This would create more predictable condi-
tions in navigating an uncertain world that could mo-
bilize and attract private finance to those countries.

Dial down temperatures and push back polarization

Second, we need to dial down the temperature and
push back on polarization, which poisons practically
everything it touches and impedes international co-
operation. Providing global public goods will help. So

will correcting misperceptions about other people’s
preferences and motivations. All too often people
make biased assumptions about other people, in-
cluding people on the other side of political divides.
Often, people agree with one another more than
they think. For example, while 69 percent of peo-
ple around the world report being willing to sacrifice
some of their income to contribute to climate change
mitigation, only 43 percent perceive others believ-
ing the same (a 26 percentage point misperception
gap).’? The result is a false social reality of pluralistic
ignorance where incorrect beliefs about others ham-
strings cooperation that, if recognized and corrected,
could help build collective action on climate.

Not all polarization can be reduced to mispercep-
tion, however big a role it plays. That makes it impor-
tant to create spaces of deliberation to bridge divides.
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Figure S.6 Reasons for hope: Improvements on the Human Development Index without increasing planetary pressures
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Citizen assemblies can function in this way, but they
are not the only means. Practical schemes to facili-
tate more deliberative processing of information can
help counter the growing danger of people becoming
trapped in beliefs that have no basis in fact.”* In con-
texts of intergroup conflict, presenting information
in a frame that does not provoke anger can be depo-
larizing.** Interventions that rely on qualitative and
narrative-based approaches, such as storytelling and
vignettes, are particularly effective.”

The key words are deliberate and deliberative. Po-
larization is more likely to self-destruct badly than to
self-correct helpfully. Steady positive pressure that en-
courages empathy, builds interpersonal trust and em-
phasizes overlapping, shared identities is the way to go.

Narrow agency gaps

Third, we need to narrow agency gaps—fuelled in
part by the divergence between what people believe
is possible or probable and what is objectively possi-
ble.’* Agency gaps are also apparent in half of people

worldwide reporting that they have no or limited con-
trol over their lives and more than two-thirds perceiv-
ing that they have little influence in the decisions of
their government (figure S.7).

To help narrow agency gaps, institutions need
to become more people-centred, co-owned and
future-oriented.

People-centred is about placing ultimate objectives
in terms of human development and human security,
recognizing the interdependence of people and the
planet.

Co-owned is about the fair distribution of the power
to set collective goals, the responsibilities to pursue
them and the resulting outcomes. It stresses the for-
mation of social norms that cultivate the value of col-
lective achievements and cooperative behaviour.”

Future-oriented is about focusing on what we can
shape and create if we work together, enriching the
space for deliberation and agreement.'® In the face of
challenges, a future-oriented perspective opens pos-
sibilities for hope and creative resolve.

Tailoring these principles to different contexts will
put us on the road to productive dialogue and action,
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Figure S.7 Agency gaps in collective action are higher than those in control over one’s own life
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Note: Agency is the ability of people to act as agents who can do effective things based on their commitments (Sen 2013). It is proxied by two indica-
tors: the share of the population that reported feeling in control over their lives (measured on a scale of 1-10, where 1-3 indicates an acute agency
gap, 4-7 indicates a moderate agency gap and 8-10 indicates no agency gap) and the share of the population that reported feeling that their voice is
heard in the political system (those who responded “A great deal” or “A lot”). Data are computed using microdata and equal weights across countries.
Source: Human Development Report Office based on data from wave 7 (2017-2022) of the World Values Survey (Inglehart and others 2022).

which must be flexible and iterative amid so much They will help us better manage evolving global
uncertainty, for lessons to inform course corrections. interdependence.

They will help us break through the tyranny of single They will help us cooperatively and peacefully
adversarial narratives and single exclusive identities. break through the global gridlock.
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Mismanaged global
interdependence hurts people

The human toll of mismanaged interdependence is
huge—in lives lost or uprooted, in opportunities for-
gone, in feelings of despair. Aggression, conflict and
violence are extreme realities when complex webs of
interdependence fester, especially against backdrops
of prolonged power imbalances.

From wars in Gaza and Ukraine to Sudan, Yemen
and elsewhere, to gang violence and civil insecuri-
ty, peace and stability are under strain or breaking
down at alarming rates. Large-scale conflicts involv-
ing major powers are escalating. War fatalities have
jumped (figure O.1). Sadly, we live in a violent new
era characterized by the highest level of state-based
armed conflicts since 1945 and a growing share of
one-sided conflicts where unarmed civil populations
are being attacked.!

Violence and peace can both be contagious. Major
political events such as coups, revolutions and dem-
ocratic transitions have a habit of spilling across bor-
ders. Conflicts often change the perception of war,
making it more acceptable and increasing the likeli-
hood of violent outbreaks elsewhere.

In 2022 the number of forcibly displaced people in
the world reached 108 million, the highest level since
World War 1II (figure O.1) and more than two and a
half times the level in 2010.2

Violent conflicts and their consequences for people
are the tip of the iceberg. Gridlock means that systemic
risks arising from global interdependence are misman-
aged or simply unaddressed, that people are walloped
by surprises not capitalizing on them. In extreme cases
surprises spiral into full blown crises, ricocheting and
amplifying in unexpected ways in an unequal, tightly
knit world. The extreme is becoming the norm.

A long series of disease outbreaks preceded the
Covid-19 pandemic, which caught the world flatfoot-
ed and struggling for a modicum of global coherence
over the course of the emergency. Some 15 million
people (perhaps more) died worldwide,® and the glob-
al Human Development Index value tanked.

In addition to huge, unjust divides in access to effec-
tive vaccines, a missing ingredient was trust—in our
governments and in each other.* According to one esti-
mate, if all countries had attained the levels of interper-
sonal trust seen in the top quarter of countries, global
infections might have been reduced by 40 percent,
saving millions of lives.® In polarizing societies around
the world, vaccine status identification became another
factional marker separating one camp from the other.®

The Covid-19 vaccine story exemplifies the pos-
sibilities of global cooperation, as well as the grave
injustices that can result when it breaks down. The
development of mRNA vaccines relied heavily on
cross-border, cross-regional partnerships for sourcing
components,’ for clinical development and trials® and

Figure 0.1 War deaths and forced displacement are getting much worse
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for manufacturing. But the Covid-19 vaccine story
follows pernicious patterns of inequality in access to
technologies generally, including lifesaving ones.’
The pattern is all too familiar—and must be broken
for its own sake. And because technological trajecto-
ries, from artificial intelligence to synthetic biology,
are so steep, so fast and so powerful, the deep cleav-
ages between haves and have-nots could worsen.

Perhaps the greatest casualty of global gridlock, cli-
mate change is already exacerbating those cleavages.

Last year was the hottest in more than 140 years.'°
The average belies considerable regional differences
that the United Nations Development Programme’s
(UNDP) Human Climate Horizons! platform projects
will worsen under business-as-usual climate scenar-
ios (figure O.2), with climate change resulting in an
explosion of inequalities.

The consequences of climate change are already
shaking communities and societies, exacting so-
cial, emotional and mental tolls. Among the various
stressors of climate change is a crippling eco-anxiety,
a “generalized sense that the ecological foundations

of existence are in the process of collapse.”*? Disap-
pearing biodiversity, landscapes and ways of life can
be paralysing, skewing major life decisions such as in-
vesting in school or having a child.” Effectively, this
is a restriction on human development—in freedoms
and possibilities in life—owing to both the reality of
human-induced planetary pressures and how that
reality is mediated by technical reports, the popular
press and political leaders. Narratives of shared fu-
tures rooted in denialism, fatalism or fearmongering
leave little space for agency and imagination.

Political systems mediate, for good or ill (or both),
the impacts of crises on people, and the systems
themselves are often shaken by crises, including
those from mismanaged global interdependence.
The destabilizing effects of shocks, alongside the per-
ceived inability of institutions to protect people from
them, can stir populism.'*

Owing to a shock or other cause, populist turns
often upset democratic norms and practices and tend
to be very costly economically.”® In parallel, recent lit-
erature suggests that the economic losses of certain

Figure 0.2 Climate change could result in an explosion of inequalities
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kinds of shocks are never fully recovered, that trajec-
tories on growth or poverty reduction permanently
downshift following crises.!'® When crises and other
shocks precede populist turns, and in some cases pre-
cipitate them, these populist turns can function as cri-
sis refractors and compounders rather than buffers
and mitigators, twisting and propagating shockwaves
in an interdependent world.

Global interdependence is evolving

The Covid-19 pandemic, climate change, and the
global surge in populism and conflicts all point to a
hard truth: ignoring or otherwise mismanaging glob-
al interdependence hurts people. Rolling them back
in any time frame of relevance, whether for the cli-
mate or national security or whatever other reason, is
equally foolhardy.

Neither business as usual nor fantasies of deglo-
balization will do. Instead, we must embrace the
complexity of global interdependence and better
manage its old and new forms in ways that protect
and expand people’s possibilities, even as geopolitical

fog—alongside uncertainty, insecurity, inequalities
and polarization—complicates hopeful paths forward.

By some measures global interconnectivity is at re-
cord levels, even as the pace of economic integration
stabilizes (figure 0.3)."” Trade in intermediate goods
now slightly exceeds trade in final goods."® Altogeth-
er, goods today travel twice as far as they did 60 years
ago, and cross more borders, before final consump-
tion.” The production of smartphones, for example,
looks nothing like last century’s assembly line. Vari-
ous inputs, from mined cobalt on up to batteries and
camera modules, crisscross the globe, sometimes re-
tracing their steps and too often leaving avoidable so-
cial and environmental scars along the way.

Global financial interdependence remains high,
even if the pace of integration stalled somewhat fol-
lowing the 2007/2008 financial crisis.?° Low- and
middle-income countries’ debt servicing costs bal-
looned over the past two years, following a torrent of
interest rate hikes unleashed by central banks to com-
bat inflation.?

Cross-border flows of information break records
every year. Digital services exports now account for

Figure 0.3 Economic interdependence is stabilizing at very high levels
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more than half of global trade in commercial servic-
es.?? Almost the entire global population is now with-
in the range of a mobile broadband network, and
5.4 billion people were internet users in 2023, though
inequities remain stark.?

The number of people living outside their country
of birth has tripled since 1970, from 84 million to al-
most 280 million in 2020—or nearly 3.6 percent of
the global population.?* International migration is an
exercise of people’s agency, expanding their choices
and human potential.? It creates social, cultural and
economic ties between host and sending countries?
and drives cross-border financial flows.?’

We should expect familiar forms of interdepend-
ence to persist well into the future. Regulation that
helps manage them better will be crucial, unless the
objective is to privatize rewards and socialize risks.?
After all, we sometimes build roads with speed
bumps. Yet, interdependence in the 21st century is
much more than bean counting based largely on 20th
century metrics—that is, how many goods or people
or bits are moving across borders. The qualities of the
interconnections matter, too. Our interdependence is
increasingly planetary and instantaneous.

Many interdependences among economies, people
and planet are emerging and deepening as the Digi-
tal Revolution powers ahead and we go deeper into
the Anthropocene—the age of humans. Expanding
global trade has helped generate enormous wealth,
especially for some, and lift millions out of poverty.?’
Regrettably, it has also paralleled the dismantling of
social, economic and ecological guardrails that would
otherwise protect and promote human development.
Markets have become more concentrated, encourag-
ing rent seeking. Almost 40 percent of global trade in
goods is concentrated in three or fewer countries—
even for goods where more suppliers exist.*

Antiglobalization sentiment has grown louder in
overall partisan discourse.’ Populists’ anti-elite ire
has global dimensions. Fuelling that frustration is
a sense that the forces of globalization have bene-
fited some at the top and left everyone else behind.
Multinational companies may have shifted as much
as $1 trillion of profits to tax havens in 2022.32 Glob-
al losses in corporate tax revenue have skyrocketed
since the mid-1990s as a result of profit shifting (fig-
ure O.4). Caught up in the antiglobalization mael-
strom, international cooperation is being politicized.

Advocates for deglobalization or any of its lexiconic
kin—reshoring, nearshoring and friendshoring—may
have their reasons, but those have little to do with
practicably addressing new evolving and, in some
cases, inescapable forms of global and planetary in-
terdependence. Whatever dent might be made in in-
ternational trade and capital flows would not come
close to offsetting plane tickets, smartphones, carbon
dioxide and other means of transboundary hyper-
connection. For reasons of water and food security,
among others, some countries face major constraints
on their ability to restrict trade and would suffer if
others chose to do so. No country or region is close
to self-sufficient, as all rely on imports from other re-
gions for 25 percent or more of essential goods and
services.*® The climate remains largely indifferent to
national borders, and its worsening impacts will con-
tinue to also ignore them. The same applies to cur-
rent and future pandemics.

In other words if we deglobalize—even if partially
—we cannot deplanetize, not in the Anthropocene.
We must view 21st century global public goods, from
pandemic preparedness and peace to climate and
digital governance, as opportunities to grasp rath-
er than challenges to avoid. The answer to misman-
aged interdependence is not shying away from them

Figure 0.4 Profit shifting to tax havens has skyrocketed
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by retreating within porous borders; it is to embrace
and manage them better, learning and improving
as we go. Rather than be unwound or reversed, glo-
balization can and should be done differently, in
ways that do not destroy the planet, that do not over-
concentrate supply chains and that do not generate
cost-of-living crises that fuel debt crises in low- and
middle-income countries. Global interdependence is
tenacious, deepening and evolving. A shift in mind-
sets, policies and institutions is essential to manage
them better and to get unstuck.

Providing global public goods will help

A global public goods lens can add much. When fully
provided, global public goods go a long way to better
manage deeply rooted and evolving global interde-
pendence, to safeguard and promote human develop-
ment and to encourage virtuous cycles of cooperation
and trust building. They help us work with complex-
ity rather than ignore it. They challenge corrosive
zero-sum thinking that pits groups against one anoth-
er. They spark our imagination to frame and reframe
shared problems into win-win opportunities. And
they invigorate our sense of duty to one another and
to our single, shared planet. All without wishing away
divergent interests or even disagreements.

What is a global public good?** In a nutshell, a
global public good is anything—an object, an action
or inaction, an idea-that, when provided, everyone
around the world can enjoy. Climate change miti-
gation is a global public good. So is the work of 13th
century poet Rumi. And so is freedom of the seas. A
special subcategory of global public goods is plan-
etary public goods, which correspond to planetary
interdependence and respond to spillover impacts be-
tween countries that cannot be managed or mitigated
at their borders. Another may be that of digital public
infrastructure and what have been called digital pub-
lic goods, associated with the Digital Revolution.

While global public goods can serve as a rally-
ing cry for redress against injustices or inefficien-
cies, they are not merely things that are desirable.
In fact, global public goods are less “goods” or con-
crete things per se and more a choice about how we
humans can enjoy them together. They can be seen
also as a mindset—an aspiration—and can mobilize
cooperation in many forms. As such they are limited

from the bottom by our imagination and collective
will and from the top by the way power is structured
and wielded. They are thus social choices, not just in
how we imagine them but whether we decide to im-
agine them at all.

Understanding that vaccine development and, say,
blowing up an asteroid hurtling towards Earth can be
framed as global public goods—and, what is more,
a specific kind of global public good known as best-
shot (box O.1)—means we do not need to start from
scratch when we respond. Time means lives. It means
we can think across sectors and silos and get better
prepared. It means we can draw from our Covid-19
pandemic experience, for example, when an asteroid
or a deadly new pathogen or a bout of global financial
instability does come. They will come. But we do not
have to chase yesterday’s crisis.

¢A global public goods lens helps us disentangle
complex issues, many of which are complex
precisely because their different aspects call

for different ways of organizing ourselves

A global public goods lens helps us disentangle
complex issues, many of which are complex precisely
because their different aspects call for different ways
of organizing ourselves. Much of our response, and
its shortcomings, to the Covid-19 pandemic can be
understood through a global public goods lens, with
insights on how to structure incentives to foster coop-
eration and how to design supportive financing.

Recognizing that global public goods can be en-
joyed by everyone is one thing; the distribution of
their benefits is another. Because countries have dif-
ferent interests and resources, the value of each glob-
al public good to each country will be shaped by those
factors. Some of the challenges with providing global
public goods are driven by this asymmetry in benefits.

A global public goods lens can also offer insights
about reframing challenges. For instance, climate
change mitigation (a summation global public good)
could be advanced by accelerating the technolo-
gies and innovations for renewable and clean en-
ergy sources (including moonshots such as nuclear
fusion)—which reframes the challenge as providing
best-shot global public goods. Imagine massive car-
bon sequestration plants, powered by nuclear fusion,
in the Arctic tundra or across the Sahara. Framing
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Box 0.1 Global public goods 101: What are summation, best-shot and weakest-link global public goods?

Three kinds of global public goods stand out: summation, best-shot, and weakest-link. Climate change mitigation is
a typical example of a summation global public good, where the overall level of mitigation depends on the sum of
contributions from each individual agent, or country. Institutions must aggregate contributions big and small, work
to resolve free riding and navigate game-theoretic problems, such as those posed in the classic prisoner’s dilemma
(where cooperating producers a better outcome than acting separately in one’s self-interest).

Now imagine a cataclysmic, but destructible, asteroid hurtling towards Earth. What would be the best course of
action? The probability of destroying the asteroid depends on whichever country or other agent develops the most
accurate asteroid-busting technology—in other words, a best-shot global public good. The benefit to everyone on
the planet is determined by the agent (in this example, a country or pool of countries) that invests the most resources
effectively. Much technology production, such as the race to sequence the human genome, as well as knowledge in
the public domain, can generally be considered best-shot global public goods.

Stubborn pockets of endemic polio illustrate the third kind of global public good: weakest-link. While two of the
three wild polio viruses have been eradicated (type 2 in 2015 and type 3 in 2019),! polio eradication efforts have not
succeeded yet—and have missed several target dates—because the third strain of the virus (wild polio type 1) persists
in only a few small areas in Afghanistan and Pakistan, and vaccine-derived type 2 also continues to circulate.?

Disease eradication, as with smallpox, is a global public good. Yet, as with polio, the entire world remains at risk
if the pathogen circulates anywhere. The global benefit is then tied to the circumstances of the weakest agent. The
implications for focusing pooled resources are clear. Disease surveillance is also generally considered a weakest-link
global public good.?

Notes

1. https://www.who.int/news-room/feature-stories/detail/two-out-of-three-wild-poliovirus-strains-eradicated. 2. Barrett 2011; Cohen 2023.
3. Post—Covid-19 pandemic assessments established that countries with more generic public health capacities were better able to control
the disease, highlighting the importance of not only an emergency response but also the buildup of capacities for surveillance and public

health where they are lacking (Neill and others 2023).

climate change as a technological opportunity to be
solved could have a crowding-in effect, generating
its own positive momentum, instead of the foot drag-
ging of voluntary carbon emissions reductions.

As important as human choice is for establishing,
framing and providing global public goods, it is not the
whole story. Technology plays an important role, too.
The advent of broadcast radio and television opened
access to information carried through the airwaves
to anyone with a receiving device. Cable television—
and later streaming services—created opportunities to
fence off programming, excluding nonpayers and lead-
ing to the proliferation of subscription services, which
could be classified economically and epithetically as
excludable. The demise of public telephones after mo-
bile phones burst onto the scene offers a similar story:
the technology created opportunities for exclusion that
policy choices permitted, if not outright encouraged.

As with technology itself, global public goods often
are not given but created. By us! By our imagination
and social choices. Therein lies a good measure of
their power. They require and therefore activate our
imagination for a different world, a different way of

doing things, exactly what is needed to navigate in un-
certain times. Marrying that creativity with the right
incentives and institutional architectures, whose gen-
eral features we can already anticipate, will go a long
way to get things moving and build out a 21st century
global architecture to provide global public goods.

Wicked forms of polarization
are getting in the way

Easier said than done. What is getting in the way?

For starters, us.

Group-based polarization is widespread and in-
creasing around the world.® It is affecting national
and international politics that will shape how shared
global challenges will be addressed in the decades
to come.* Because polarization often translates into
intolerance and an aversion to compromise and ne-
gotiation, it can lead to political gridlock and dys-
function. It does so in part by eroding trust across
communities, impeding efforts to address major soci-
etal issues, such as health crises, violent conflict and
climate change. Since many of these issues engender
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opposing beliefs and intense political competition,
polarization poses a major societal obstacle to ad-
dressing shared problems.?*’

Polarization is not the same as difference or dis-
agreement, even vigorous disagreement. Diversity
in preferences and perspectives enriches collective
decisionmaking and action.*® Indeed, political institu-
tions have been designed to harness rivalry to serve the
public interest. For instance, the arguments invoked by
James Madison in designing the US Constitution did
not assume away competing interests but rather de-
signed institutions that leveraged those differences to
be both adaptable and to serve the public interest.*

But polarization presents new challenges that are
fraying those institutions.*® All differences in view
are collapsed into questions of a narrow or single
identity. The Brexit referendum gave rise to new so-
cial identities—Leaver and Remainer—which formed
the basis of heightened group-based polarization be-
tween those two groups.*! In the United States and
elsewhere, Covid-19 vaccine status identification be-
came a factional marker separating one camp from
the other.*?

Polarization at the national level has global con-
sequences; it is a drag on international cooperation,
including for the provision of global public goods.
Between 1970 and 2019 there were 84 referendums
concerning international cooperation (such as mem-
bership in international organizations), with an in-
crease in more recent decades.** There have been
campaigns for withdrawing from international insti-
tutions.** The European Union, the World Trade Or-
ganization and international justice institutions have
been described as facing legitimacy challenges.*

For one, highly polarized societies that seesaw be-
tween political extremes make international partners
less reliable. There is also a trust problem. Polariza-
tion signifies an erosion in trust, and lower trust—or
confidence, more broadly—in national institutions
tends to correlate with lower confidence in interna-
tional organizations such as the United Nations (fig-
ure O.5). And polarization tends to feed on zero-sum
thinking and breed cynicism about compromise and
tolerance, all antithetical to global public goods.

Providing global public goods does not require a
kumbaya moment among nations (divine interven-
tion for harmony). But nor does it live on the other end
of the spectrum, where prevailing assumptions about

Figure O.5 Lower confidence in national government tends

to correlate with lower confidence in the United Nations
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human behaviour (and that of countries) are limited
to self-interest and where cooperation is relegated to
reciprocity—that is, repeat games of the prisoner’s di-
lemma. Providing global public goods will languish at
either extreme. People and their countries have other,
often more dominant motivations that are shaped by
social preferences and norms, many of which are cul-
turally contingent. For cooperation crowding-in is just
as possible as crowding-out—if not more so—not on
everything, but on challenges that are not zero-sum.
Doing so will require additional financing for glob-
al public goods as a complement to, rather than a
substitute for or competitor to, traditional develop-
ment assistance. The costs of inaction in not provid-
ing global public goods pale in comparison with the
benefits.*¢ Mindsets and narratives matter here, too.
Many motives for support to global cooperation, in-
cluding global redistribution, go beyond self-interest
and have to do with people’s views on fairness and
equity and whether their sense of duty stops at their
country’s border or expands around the world. When
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provided, global public goods are a win-win, the op-
posite of zero-sum. If we want to provide them, giv-
ing more salience to the nature of these challenges
and setting up institutions to facilitate their provision
will be crucial.

Mismanaged global interdependence, particular-
ly when culminating in shocks and crises, stokes po-
larization in many ways. One, by making people feel
insecure, and two, when sloganeering transforms
insecurity into fear and is exploited for political and
personal gain. That is why providing global public
goods is so important. By helping us manage global
interdependence, they will dampen a major driver of
polarization around the world.

Populism has become an unhelpful pressure valve.
The result is that institutions are failing to deliver. No
wonder that while the vast majority of people support
democracy as an ideal, more than half now support
leaders that may undermine it in practice.

Agency is a cornerstone of human development.
Albeit difficult to measure directly, agency in pursuit
of collective action*” may be eroding (figure O.6),
at least for a sizeable portion of people around the
world.>® For many there is a sinking feeling—evident
in widespread increases in self-reported measures of
stress, worry and despair—that options for exercising
choice in their lives, based on what they have reason
to value, is shrinking. From among a diminishing set
of options, they are less sure—more insecure—that a

¢(By helping us manage global interdependence,
global public goods will dampen a major
driver of polarization around the world

choice they want to make can be realized.
These are threats to the human psyche—to our
sense of self and autonomy, to our sense of securely

20

Polarization can also be eased directly. One way
to do this is by correcting misperceptions about oth-
ers’ beliefs, misperceptions that are widespread. For
instance, the prevalence of pro-climate beliefs in the
United States is twice what people think it is.* The re-
sult is a false social reality that hampers collective ac-
tion on climate change.

Another way to cool things down is by creating
spaces of deliberation to bridge divides. Citizen as-
semblies are one way to do this. Avenues for struc-
tured, repeat personal interaction like these matter
a lot. It is far easier to objectify, dismiss and malign
behind the impersonal safety of a flamethrowing so-
cial media post or to hurl vitriol through a television
camera than it is when sharing a meal with someone,
even with political foes. This may be why storytelling
and vignettes have been shown as effective ways to
ease polarization.*® They make “othering” harder.

We need to narrow gaps in agency

Our institutions are struggling to keep up with evolv-
ing, deepening forms of global interdependence and
provide global public goods. Polarization is a big part
of the problem. So are narrow and self-fulfilling as-
sumptions about human behaviour that limit it to self-
interest, assumptions that have long held sway over
institutions at all levels. Space for social preferences,
norms, duties and culture have been squeezed out.

belonging and commitment to shared intentional-
ity,* to our ability to decide what we value and how
we can and do act on those values—of no less impor-
tance than the threats posed by a super typhoon, a
disease outbreak or violence. Conventional metrics
such as GDP or even the Human Development Index
are missing something important that is being voiced
loudly on the streets, at the ballot box and in the in-
crease in support for leaders that may undermine de-
mocracy. Agency may be a way of understanding the
gaps and, alongside concepts of insecurity, is an area
ripe for innovative measurement. Indeed, across all
regions human security and agency gaps go hand-in-
hand (figure 0.7).

Now add inequality. There is a steep decline in the
share of people reporting having very low control
over their lives along the income distribution for the
bottom 50 percent of the income distribution (fig-
ure 0.8). That is, agency increases as income grows
for the bottom 50 percent of the distribution. At the
very bottom lack of agency is particularly heightened
(agency gaps are three times greater among people in
the lowest income decile than in decile 6 and above).
Moreover, the share of people reporting having very
high control over their lives is low and relatively equal
for the bottom 50 percent of the population but rises
with income for deciles 6 and above. Thus, income
inequalities, which often intersect and are associated
with other inequalities in human development, shape
agency.
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Figure 0.6 Freedom of expression goes hand-in-hand with agency and has been receding in recent years
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Figure 0.7 The higher the perceived human insecurity, the lower the sense of control over one’s own life
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Figure 0.8 The perception of agency (control over one’s own life) is shaped by income
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Polarization, insecurity, inequality and reductive
narratives all exact human tolls that can be under-
stood through agency, which threads these strands
together as a common denominator and a lodestar
for action.

Agency gaps are not just about formal institutions.
Norms, which interact dynamically with institutions,
matter a lot too. At the beginning of the 20th century,
women in most countries were officially prohibited
from participating in various societal roles, rang-
ing from owning property and attending universities
to engaging in politics. Women’s agency gaps were
stark and widespread. Throughout the 20th century
extensive reforms worldwide recognized the equal
legal, social, economic and political rights of women
and men. Although women in many countries still
face legal restrictions affecting their agency, the pro-
gress in institutional reforms has been remarkable.
Agency gaps encoded in formal laws have tended to
disappear. The legal right to vote in elections—a fun-
damental form of political agency—serves as a visible
example of'this evolution.

However, the effective agency of women remains
restricted in many areas. A notable example is wom-
en’s access to top political office—the pinnacle of

political agency. Women serve as heads of state or
heads of government in only about 10 percent of
countries, a statistic that has changed little over re-
cent decades.*

The UNDP’s 2023 Gender Social Norms Index,
which treats biases as deviations from global shared
standards of gender equality, shows that gender
equality is being constrained by biased social norms
against women (figure 0.9).5 Almost half of people
believe that men make better political leaders than
women.>* And biased norms might be so entrenched
that we judge the women who occupy high political
offices more harshly. These biases permeate voting
booths, interview panels, board meetings and more—
all limiting women’s agency.

To help narrow agency gaps, institutions need to
be people-centred, co-owned and future-oriented.
What do these principles mean for existing multi-
lateral institutions?

One proxy for people-centred is human develop-
ment, which multilateral institutions recognize, at best,
in a limited or partial way. Economic performance still
dominates the agenda. That’s why Beyond GDP, em-
phasized by UN Secretary-General Antonio Guterres,
is so important.*® Gaps in co-ownership are manifested
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Figure 0.9 Gender equality in politics is being constrained by biased social norms against women
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in the continuation of governance arrangements
through written and unwritten rules that reflect a lega-
cy of the distribution of power in the post-World War II
world. This extends from the international financial in-
stitutions to the United Nations, with several proposals
tabled over the years to redress the current lack of rep-
resentativeness of governance arrangements.*
Co-ownership implies a fair distribution of the
burden of government action, avoiding inequalities
resulting from tax avoidance and evasion. Over the
past decade there has been considerable progress in
controlling tax evasion, mainly through increased in-
formation and transparency around the world.” The
UN General Assembly has started the process for a
Framework Convention on International Tax Co-
operation, to facilitate policy coordination on these
issues.*® Global minimum tax rates, such as the min-
imum effective corporate income tax, do not have
to be very large to raise substantial amounts if they

are well enforced.” Enforcement is largely a policy
choice and hinges on international coordination.

Future-oriented means accounting for the way in-
terdependence is being reshaped in the Anthropocene
and as a result of the Digital Revolution and finding
ways to more systematically, efficiently and equitably
providing global public goods.

Towards an agency-centred
vision of development

What is development and how is it best pursued? A
central question in the postwar era whose answer has
changed over time in response to emerging realities.
Today, the dynamic interactions between the planetary
pressures of the Anthropocene on the one hand and
growing inequalities and insecurity on the other are to-
gether a gauntlet thrown to all development narratives.
Even to human development.
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The first Human Development Report in 1990
proudly proclaimed that “people are the real wealth
of a nation.” People still are; they always will be.
What is the point of development if not for people?
Yet, how we talk about and measure people has to go
beyond wellbeing achievements, as measured by the
Human Development Index and other conventional
indicators, to include agency—the unique, limitless
capacity for people to form and reform goals, com-
mitments and values; to make reasoned choices that
may or may not advance their own wellbeing; and,
ultimately, to lead lives with purpose, which may be
greater than their individual selves.

Agency has largely been left off development agen-
das in any explicit sense. And it shows. Agency gaps
coincide with worrying trends on democratic norms
and practices, polarization and declines in general-
ized trust and confidence in governments and inter-
national institutions. International cooperation itself
is becoming more politicized. Our institutions are
struggling with an agency gap.

In his landmark Development as Freedom, Amartya
Sen recasts development as the pursuit of “great-
er freedom [that] enhances the ability of people to
help themselves and also to influence the world [...]
The concern here relates to what we may call [...] the
‘agency aspect.’”’6°

The 2023/2024 Human Development Report
starts to mould what could be called an emancipatory
vision for development that shines Sen’s notion of de-
velopment as freedom on the grand challenge of our
time: people and planet in joint crisis. This take on de-
velopment centres the expansion of agency at the in-
tersection of human development, human rights and
sustainability. Its goal is the expansion of freedoms in
their many forms, including freedom from the tyran-
nies of single exclusive identities, of zero-sum beliefs
and of oversimplified models of behaviour that re-
duce people to number-crunching narcissists.

Institutions of the 21st century would narrow agen-
cy gaps and enlarge, rather than replace, those of the

20th century welfare state. Freedom blossoms into
fuller meanings, going beyond the necessary and
important “froms”—freedom from fear, from want,
from deprivation—to the aspirational and important
“ofs”—freedom of self, thought and action, including
helpful collective action.

¢CStates of all political stripes and incomes have
the opportunity and obligation to shape agency-
centred policies and institutions, anchored in
human development and guided by human rights

States of all political stripes and incomes have the
opportunity and obligation to shape agency-centred
policies and institutions, anchored in human devel-
opment and guided by human rights, the protection
of the planet and institutions that liberate us from
dysfunctional stasis, that better respond to and em-
power people and that free us all from rigid and di-
visive zero-sum narratives about ourselves and each
other. When people feel freer to inhabit multiple,
overlapping identities, when reasoned, issue-based
dialogue prevails over emotionally charged rhetoric
that exploits group-based grievances, when people
meet people instead of tweeting at them, then people
are more able and likely to pursue their own goals, as
well as compromise and cooperate on shared objec-
tives that make their own goals more achievable.

This is the virtuous cycle that an agency-centred vi-
sion for development, whose building blocks are out-
lined in this Report, aspires to. Global gridlock begins
to give way to cooperation, including for global public
goods, even when diverse preferences persist—and
we should expect them to persist. Indeed, differences
in what people value is a motivating observation be-
hind human development and, as argued in previous
Human Development Reports, diversity in its many
forms is essential to navigating novel and interacting
layers of uncertainty.

We can do better. We have a lot going for us. Let’s
get moving.
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CHAPTER 1

Human development suffers when
interdependence is mismanaged

Divergence between the very high and the low human
development index groups of countries, after decades
of convergence, is going up. The path of improvement
in the global average human development index has
shifted downwards.

Why? Largely because of mismanaging
interdependence—as reflected in the inadequate
response to the Covid-19 pandemic, in the tentative
progress on mitigation of climate change and in the
conflagration of violent conflicts, with implications that
straddle borders.
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The decline in the global Human Development Index
(HDI) value in 2020 and 2021 was unprecedented.
It reflects irrecoverable losses, including millions of
human lives. Even though the global HDI value in-
creased in 2022 and is projected to further increase in
2023, the recovery is projected to be highly unequal:
Organisation for Economic Co-operation and Devel-
opment (OECD) countries are projected to fully re-
cover or surpass their 2019 values, but 51 percent of
the poorest countries with 328 million people are not
projected to do so.!

This chapter considers this unprecedented decline
on the HDI and the recovery from the perspective
of failures in managing a shared global challenge—a
novel virus spilled over borders and along with it the
spread of economic hardship and losses in health
and education outcomes. The cross-border spillovers
mean that, despite humanity’s having the capabilities
to deal with them, we failed to manage interdepend-
ence across countries. Chapter 3 gives an account of
how this mismanagement unfolded, where interna-
tional cooperation faltered, where it succeeded and
the reasons why.? This chapter shines a spotlight on
how mismanaged interdependence harms human
development.

The interdependence brought into sharp relief dur-
ing the Covid-19 pandemic is sometimes described
as a shock, an adverse event to recover and move on
from, building forward better. Yet, as we move deep-
er into what the 2021/2022 Human Development
Report described as a novel uncertainty complex,® pat-
terns of interdependence are being reshaped (chapter
2), and mismanaging them can escalate hypercostly
human development crises. The interdependence has
several channels. Some relate to the planetary interde-
pendence of the Anthropocene, the age of humans.*
These include climate change, biodiversity loss, cross-
border implications of pollution and new and re-
emerging zoonotic diseases that might result in future
pandemics. Indeed, July 2023 was the hottest month
on record across all world regions.® Hot weather and
extreme temperatures that endanger human health
have already been increasing illnesses and death.®
During 2023 record-breaking wildfires were observed
in Canada’ and the US state of Hawaii.® Torrential rain
and floods inundated Libya, Europe and parts of Asia,
along with more frequent extreme weather events,
such as hurricanes and typhoons.® At every corner on

Earth, the effects of dangerous planetary change driv-
en by human choices are being felt.

Mismanaged geopolitical tensions, and their
manifestation in violent conflicts, harm human
development—both for the countries involved in con-
flicts and often for many others too. Recent conflicts
and geopolitical tensions have surged.'® The impacts
of conflicts spill beyond not only geographical bound-
aries but also generational boundaries, with the wars
in Gaza, Ukraine and Yemen reversing human devel-
opment gains made over generations and curtailing
prospects for entire cohorts of young people."

¢¢ The context of novel uncertainty and
mismanaged interdependence is reflected in
higher global poverty and hunger over the past
few years, taking the world farther off course from
achieving the Sustainable Development Goals

The context of novel uncertainty and mismanaged
interdependence is also reflected in higher global
poverty and hunger over the past few years, taking
the world farther off course from achieving the Sus-
tainable Development Goals (SDGs)."? The year 2023
marked the midpoint to 2030, the deadline to meet
the goals and targets of the 2030 Agenda for Sustain-
able Development. Progress has stalled or reversed
for 30 percent of the SDG targets and is weak or in-
sufficient for another 50 percent.”® Beyond setbacks
in wellbeing, people are also feeling a sense of loss
of agency—the inability to live lives guided by their
commitments—a step back from advancing Amartya
Sen’s notion of “development as freedom.”'* People
are often caught up in a context of events that they do
not fully understand, or where they seem to have lit-
tle or no role in shaping, with the consequences borne
out in their daily lives.”” Beyond gaps in wellbeing,
there is also an agency gap, which results in part from
our collective inability to purposefully guide our ac-
tions to manage interdependence.

Building forward weaker? An unequal
and incomplete recovery in human
development from the 2020-2021 dip

The 2023 global Human Development Index value
is projected to recover after the unprecedented drop
in 2020-2021. We project that the global HDI value
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for 2023 was the highest on record, most likely the
highest ever, surpassing the 2019 value across all the
index components: life expectancy at birth, mean
years of schooling, expected years of schooling and
gross national income per capita. But this recovery is
unequal and incomplete, and the scars from the de-
cline can become permanent if the pre-2019 trend of
progress on the HDI remains roughly the same. Al-
ready, compared with the pre-2019 trend, there has

been a forgone loss on the HDI (figure 1.1).

The turnaround from a declining to an increas-
ing trend on the HDI took place in 2022, but some
evidence suggests that we may be building forward
weaker for four reasons.

- First, not every human development loss can be re-
covered. The loss of lives—around 15 million'—is
irreparable, as may be some of the learning that did
not happen and the economic projects that did not

materialize. This forgone human development loss .

is represented by the shaded area in figure 1.1: the
gap between the actual global HDI value (including
the projected value for 2023) and the value in a
counterfactual where the pre-2019 trend contin-
ues. A loss of this magnitude appears for the first
time ever.

« Second, the recovery is incomplete. After the decline
in 2020-2021, when most countries saw their HDI
value fall, the recovery to pre-2019 values has

been faltering for a large proportion of countries.
For 2023 (with still incomplete data at the country
level), we project that more than a quarter of the
countries that experienced a setback will have an
HDI value below their pre-2019 value. One region,
the Arab States, is projected to have not recovered
its pre-2019 average HDI value.

Recovering in 2023 to the 2019 HDI value is a
low bar, which does not account for forgone losses
or potential future losses if the HDI path remains
below the pre-2019 HDI trend. Among the coun-
tries that suffered HDI declines in 2020, 2021 or
both, the share of countries worldwide that are
projected to reach or surpass their 2019 HDI value
in 2023 is just over 70 percent, and the share in
most regions (other than Latin America and the
Caribbean and South Asia) is projected to be lower
(figure 1.2).

Third, the recovery has been highly unequal. For 2023
all OECD countries are projected to have reached
or surpassed their pre-2019 HDI values, in con-
trast to only 49 percent of the Least Developed
Countries (LDCs) (figure 1.3)."7 The disparity in
recovery is also evident across HDI groups: 48 per-
cent of low HDI countries, compared with 92 per-
cent of very high HDI countries. This highlights the
consequences of mismanaging interdependence in
exacerbating inequalities in human development.'®

Figure 1.1 The global Human Development Index (HDI) value is below its pre-2019 trend
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Note: The global HDI value for 2023 is a projection. The pre-2019 trend is based on the evolution of the global HDI value in the previous 20 years.
Source: Human Development Report Office calculations based on data from Barro and Lee (2018), IMF (2023d), UNDESA (2022, 2023), UNESCO Institute for
Statistics (2023), United Nations Statistics Division (2023) and World Bank (2023).
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Figure 1.2 The recovery in Human Development Index (HDI) values is incomplete
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Source: Human Development Report Office calculations based on data from Barro and Lee (2018), IMF (2023d), UNDESA (2022, 2023), UNESCO
Institute for Statistics (2023), United Nations Statistics Division (2023) and World Bank (2023).

Figure 1.3 The recovery in Human Development Index (HDI)
values is projected to be highly unequal
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Note: Least Developed Countries have low levels of income and face vulnera-
bilities that make them “the poorest and weakest segment” of the international
community (https://www.un.org/ohrlls/content/about-least-developed-countries).
Recovery means that countries that suffered a decline in HDI value in 2020 or
2021 are projected to reach or surpass their pre-decline HDI value by 2023.
Source: Human Development Report Office calculations based on data from Barro
and Lee (2018), IMF (2023d), UNDESA (2022, 2023), UNESCO Institute for Statistics
(2023), United Nations Statistics Division (2023) and World Bank (2023).

As a result of these unequal recovery patterns,
there has been a rebound in between-country in-
equality in human development (measured as the
distance between the HDI values of the very high
HDI group and the low HDI group) since 2019, in-
terrupting two decades of convergence (figure 1.4).
Fourth, some of the losses from the HDI dip could become
permanent. The world has likely shifted to a lower
HDI path, if the future HDI evolution stays below
the pre-2019 trend. Based on the trend during 1999~
2019, the global HDI value was on track to cross the

threshold defining very high human development (a

value of 0.800) by 2030—coinciding with the dead-

line to meet the SDGs. Now, the world is projected to
be off track. Indeed, every region is projected to fall

below its pre-2019 path in 2023 (figure 1.5).

The path dependence of GDP trends on its histo-
ry of shocks (hysteresis) has been widely studied in
recent years.' Unlike the assumption that there is
a rebound that brings things back to (or even better
than) what they were before an economic downturn,
shocks are often found to leave long-term, potential-
ly permanent scars.? This in part is because econom-
ic recessions affect the supply side of the economy,
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Figure 1.4 Low Human Development Index (HDI) countries have been left behind
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Statistics (2023), United Nations Statistics Division (2023) and World Bank (2023).
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which is associated with long-term productive capa-
bilities. Shocks, even if transitory, can affect the eco-
nomic conditions in employment,? investment in
research and development,?? human capital,® pro-
ductivity and long-term economic growth.?

Before 2019 there was clear evidence that differ-
ent shocks—financial, political and environmental
—had noticeable and often long-lasting effects on
human development, including on the HDI.?* But
these effects did not shift the overall global HDI
trend,?® which persisted despite declines in some
countries in some years.” For the first time ever the
global HDI trend shifted downwards and is now im-
proving in parallel but below the pre-2019 trend (giv-
ing a glimpse of what a future of recurrent crises and
recoveries in human development would look like?®),
with the potential for hysteresis as a novel feature re-
quiring further analysis.?

Hysteresis in human development can manifest
through various channels, extending beyond the
standard components of the HDI. Multiple examples
of recent shocks have both transitory manifestations
and more permanent consequences for people’s lives,
documented in the next section. These include recent
assessments of students’ learning outcomes, which
are at a historic low according to the Programme for

1990 1993 1996 1999 2002 2005 2008 2011 2014 32017 2020 2023

(projected)

International Student Assessment (PISA);* reports
of long-lasting mental health problems; and the ex-
ceptionally high debt burden of many governments,
limiting their ability to invest in their future and run
social programmes.

Finally, it is essential to see the trend of unprece-
dented changes on the HDI in a broader perspec-
tive. The shocks of recent years, with their transitory
and permanent effects, took place in a world already
under stress. In 2019 numerous social protests were
recorded globally.®! The sense of dissatisfaction,
which is multicausal, has been the subject of recent
Human Development Reports. The 2019 Human
Development Report warned about emerging wide-
spread inequalities in capabilities becoming more
relevant in the 21st century. The 2020 Human De-
velopment Report underscored how the effects of the
Anthropocene are becoming increasingly important
in people’s lives. The 2022 Special Report on Human
Security documented that, even before the Covid-19
pandemic, 6 in 7 people were feeling insecure, along-
side rising trends in conflicts and conflict-affected
populations. The 2021/2022 Human Development
Report discussed the twin trends of people’s unset-
tledness and political polarization, already visible in
the previous decade. Even without the 2020-2021
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Figure 1.5 Each developing region’s projected 2023 Human Development Index value is below its pre-2019 trend
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dip on the HDI, there was no room for complacen-
cy. None of these challenges—all human-made and
all expressions of our interdependence—has disap-
peared. But they are compounded when we fail to
manage interdependence.

Mismanaging interdependence
imposes costs on human development

The experience with the Covid-19 pandemic tells a
story of how, despite many warnings, the world un-
derinvested in pandemic preparedness and misman-
aged its response after the outbreak. The pandemic
led to around 15 million deaths®*—more than recent
epidemics, including the Asian Flu, Hong Kong Flu,
Swine Flu, SARS, MERS and Ebola, combined.* The
Covid-19 pandemic not only reduced life expectancy
at birth in most countries but also impaired the other
components of the HDI, interrupting access to edu-
cation and leaving enduring marks on the economy.

Beyond the direct impacts of the Covid-19 pan-
demic, the indirect impacts on health were profound.
As healthcare professionals turned to assist Covid-19
patients, in-person visits declined drastically for non-
Covid-19 patients, including those with acute needs,
such as patients with cardiovascular disease, kidney
disorders, alcohol abuse and mental health condi-
tions.** Routine and emergency visits fell drastically
when the lockdowns started, with potential conse-
quences for long-term health, including increased
illness and death.®

People suffered further from increased mental
health burdens due to loneliness and domestic abuse,
among others.? Globally, the Covid-19 pandemic led
to a 28 percent increase in major depressive disorder
cases and a 26 percent rise in anxiety disorder cases in
2020.¥ This escalation in mental health disorders was
observed across all demographic groups. However,
there was evidence of a more pronounced increase in
prevalence among women and younger people.*® Stu-
dents suffered from higher anxiety, fear and grief due
to prolonged social isolation and disrupted routines
with school closures.*® Particularly affected were chil-
dren with pre-existing mental health conditions, such
as depression, as well as those with special needs.*

There is concern that the surge in mental health
disorders might be long-lasting. For example, a se-
ries of 11 longitudinal studies in the United Kingdom

Figure

indicated that “the substantial deterioration in men-
tal health seen in the UK during the first lockdown
did not reverse when lockdown lifted, and a sus-
tained worsening was observed across the pandemic
period.” Another longitudinal study in Germany fo-
cusing on young people revealed that mental health
markers significantly worsened during the Covid-19
pandemic and only partially returned to prepandemic
values afterward.*?

Similarly, following extended school closures dur-
ing the Covid-19 pandemic, there is emerging evi-
dence of lasting effects on learning.* The pandemic
eroded the accumulation of human capital at critical
moments of the lifecycle and has particularly affect-
ed people under age 25, who will compose 90 percent
of the prime-age workforce in 2050.* Between 2018
and 2022 PISA scores made the sharpest declines
ever, with average scores in OECD countries falling
by 15 percentage points in mathematics and 10 per-
centage points in reading (figure 1.6).* US national
grade assessments show that two decades of progress
were wiped out by the pandemic.*® It may take 28
years for 8th grade students to return to prepandem-
ic attainment in mathematics and 22 years for 4th

1.6 Unprecedented declines in learning outcomes,

as measured by PISA test scores
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grade students to return to prepandemic attainment
in reading.*” Such learning delays will further cost the
global economy about $1.6 trillion a year by 2040, or
0.9 percent of global GDP.*® Impacts on learning var-
ied extensively across the world, with some regions
further behind than others, particularly where school
closures were longer.*

The Covid-19 pandemic led the world into the great-
est recession at least since World War I1.° Global out-
put fell as much as three times more than it did during
the 2007-2008 global financial crisis and happened
far more abruptly, as economic activities came to a
sudden halt with the onset of the pandemic.* Global
unemployment rates have not yet returned to prepan-
demic levels, and more workers have been pushed to
the informal sector.”> Women, particularly those in
service industries and with less education, were more
likely than men to exit the labour force during the pan-
demic in many countries.* For example, unlike other
recessions in the United States, where men’s employ-
ment varied more along the business cycle, women,
particularly those with children, were more penalized
than men in the pandemic recession.> Part of this was
driven by social expectations of women’s obligation
towards childcare during school closures.® Among
those able to stay employed (mostly those with high-
er education and the ability to telecommute), the real
challenge was managing both childcare and work, in-
creasing everyday workload and stress.>

After the sharp contraction in 2020, the glob-
al economy is expanding again: average income per
person is projected to be more than 5 percent high-
er in 2023 than in 2019.” But the economic costs are
lasting. During the Covid-19 pandemic governments
implemented sizeable emergency programmes in a
context of declining fiscal revenue due to limited eco-
nomic activity. Advanced economies used a range of
fiscal and monetary policies to respond to the health
emergency, along with unprecedented support to re-
tain livelihoods, employment, consumption and peo-
ple’s homes. Many emerging economies struggled to
provide adequate social safety net support to combat
the pandemic under a tight fiscal space and plunged
into debt distress.*® In both cases this countercyclical
policy resulted in substantial accumulation of pub-
lic debt, already trending up in previous years.” Now
countries are facing tradeoffs between servicing their
debt or financing social policies: “3.3 billion people

live in countries that spend more on interest payments
than on education or health,”®° a dynamic that might
result in higher poverty® and lower human develop-
ment. Indeed, in 24 of the 51 most debt-vulnerable
economies identified by the United Nations Develop-
ment Programme (UNDP), HDI values are not pro-
jected to recover in 2023 from the 2020-2021 dip.*?

Mismanaging interdependence as reflected in
intensifying conflicts, nearly everywhere

¢¢ Our world is becoming unhinged. Geopolitical

tensions are rising. Global challenges are
mounting. And we seem incapable of coming
together to respond. We confront a host

of existential threats—from the climate

crisis to disruptive technologies—and we

do so at a time of chaotic transition.”

—UN Secretary-General Anténio Guterres®®

Recent outbreaks of violent conflicts in different parts
of the world, and their escalation towards longer term
and potentially larger scale conflicts, signal a resur-
gence of threats to global peace and stability that are
spilling over across countries. Large-scale conflicts
involving major powers are escalating for the first
time since the end of the Cold War. In 2022, even be-
fore the escalation of conflicts in the Middle East and
African regions, 1.2 billion people (15 percent of the
world’s population) were affected by conflicts in their
vicinity.** These dramatic—and dangerous—shifts in
global stability and security have major repercussions
over time and across borders.

The intensification of conflicts, and the involve-
ment of major powers, is momentous not only for
countries involved in direct conflicts but for all. Both
violence and peacefulness can be contagious.®> Con-
flicts often change the perception of wars (making
them appear more acceptable), increasing the pro-
pensity for violent outbreaks elsewhere.®® There is
overwhelming evidence of cross-national contagion
of major politically disruptive events.®’” Conflicts
and their implications often spill over to neighbour-
ing countries, augmenting impacts and risks.®® The
spread of domestic conflicts to regional conflicts, and
the subsequent political and economic implications
across the world, points to the critical need to contain
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conflicts and mitigate overall effects. Conflicts also
increase propensity for militarization.®® Global mil-
itary spending has been on an upward trend and for
the first time surpassed $2 trillion in 2019.7°

The implications for human development are stag-
gering. The year 2022 saw the highest number of
battle-related deaths in generations.” It registered
the highest number of state-based armed conflicts
since World War II’2 and a growing share of one-sided
conflicts where unarmed civil populations were being
attacked.”® War fatalities are growing at an alarming
rate, including those borne by civilians (figure 1.7).7
Armed conflicts are pushing millions of people into
forced displacement.

Over the past decade the number of countries in-
volved in conflicts outside their own borders has
been rising, demonstrating how geopolitical interde-
pendence plays out. Of the 55 state-based conflicts in
2022, 22 were internationalized,” compared with 4 of
37 civil conflicts in 20007°—a more than fivefold in-
crease. While countries depend on each other to break
out of conflicts and move towards long-term peace
agreements, it is not evident that foreign involvement
helps achieve such objectives any faster. Instead, the

proliferation of actors and conflicting motives—along
with the risks of added military and funding, as well
as perceptions of external support—have made con-
flicts more difficult to resolve.”” External involvement
often leads to deadlier outcomes by prolonging the
duration of conflicts and increasing the number of
casualties.”® Conflicts are also intensified by nonstate
actors, leading to more violent outcomes.”

Interdependence continues to be relevant before,
during and after conflicts, and its mismanagement
amplifies the overall impacts. Emerging from con-
flicts, persecution and human rights violations, the
number of people forced to flee their homes reached
108 million, the highest level since World War II and
two and a half times the number in 2010 (figure 1.8).5°
And this does not include the latest displacements—
Palestinians in Gaza and the Armenia refugee crisis,
among others. One in five children globally lives in or
is fleeing conflict.®!

Forcibly displaced people (more than half of whom
are internally displaced)—particularly those with acute
needs, including pregnant women, the elderly, the
very young, people with disabilities and people with
chronic diseases—often face acute shortages of food,

Figure 1.7 Civilian fatalities as a result of conflict are surging after years of declining
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Figure 1.8 People forced to flee their homes trending upwards towards record levels
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clean water, medicine, electricity and basic means for
survival.82 Millions of people, including children, who
have been forced to flee their homes due to no fault
of their own could live a life of dignity if countries (in-
volved or not involved in conflicts) could find mutu-
ally agreeable solutions for displaced people.** These
issues come at a time of heightened hostility towards
refugees, particularly in high-income countries, where
the public discourse on refugees has become more po-
larized.®* Some 80 percent of the world’s refugees are
hosted in mostly low- and middle-income countries.®
In 2024 the number of people in need of humanitar-
ian aid is expected to reach 300 million.®¢ Concurrent
increases in funding are not commensurate with the
sharp increases in humanitarian aid needed. Drought
on top of rising conflicts is escalating risks of food in-
security and disease outbreaks in many countries.®

Climate change: Causes and human development
costs of mismanaged interdependence

Greenhouse gas emissions, the leading factor behind
climate change, result from multiple human activ-
ities.®® There is a double decoupling between those
responsible for emissions and those affected by the
consequences of climate change. The first decoupling

is temporal: the activities producing emissions today
have their main positive impacts on the current gener-
ation, while the costs are borne by future generations.
The second decoupling is geographic: the places that
historically have benefited from emissions are likely
to receive a lower burden of the expected costs. For in-
stance, very high HDI countries have higher average
carbon dioxide emissions but are expected to have a
smaller proportion of extreme temperature days by
the end of the 21st century (figure 1.9).

Recognizing the need to manage interdependence
is key as climate change mitigation is pursued. For
instance, as national environmental regulations be-
come more stringent in some places, economic ac-
tivity in those countries may face incentives to shift
carbon-intensive production to locations where reg-
ulations are not as stringent. Businesses often take
advantage of trade to overcome environmental reg-
ulations at home. A country committed to reducing
emissions will have 8 percent higher sector carbon
imports from countries that have not committed to
carbon emissions reductions than if it had no com-
mitments, thereby simply changing the sourcing
of consumption of their carbon-intensive goods.*’
Carbon offshoring (relocating carbon-intensive pro-
duction to regions with low carbon standards) and
leakages offset domestic emissions savings and may
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Figure 1.9 Planetary pressures are decoupled from their geographic and temporal effects
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even lead to higher worldwide emissions. Environ-
mental policies that ignore the possible impacts on
trade could have unintended consequences.”

The human development costs of mismanaging
interdependence associated with climate change are
expected to be high and growing. Leading up to a
decade of increasingly higher temperatures, 2023 has
been the hottest ever—at least since 1880, when glob-
al temperatures were first recorded.” At the time of
writing, the threshold of 2°C above preindustrial lev-
els was passed for the first time in a single day.”

Projections from the UNDP Human Climate Hori-
zons platform show that if we continue on the current
path of intense planetary pressures, climate change
will have devastating—and highly unequal—impacts
on human development. Even with moderate mitiga-
tion, almost 40 million people are expected to die be-
cause of higher temperatures from now to the end of
the century. In a scenario of very high emissions, the
death toll could surpass 190 million people.”® More-
over, the impacts are highly unequal. Climate change
can result in an explosion of inequalities in human
development, with the Arab States, South Asia and

Sub-Saharan Africa regions expected to see sharp in-
creases in death rates (figure 1.10).*

The effects of climate change are multidimensional.
For example, the global mean sea level has already
risen by 23 centimetres since the late 19th century.
Even under a moderate emissions scenario, sea levels
will continue to rise by 40.7 centimetres by century’s
end. Sea level rise implies greater risk for permanent
land inundation and extreme flooding. Coastal zones
are among the world’s most densely populated areas
and will be hit disproportionately.” For some small is-
land developing states, already vulnerable to climate
change impacts because of their geographic location
and their relative lack of resources to invest in adapta-
tion, the share of the population living in 1-in-20 year
floodplains may triple by century’s end.*

Prospects for advancing agency
and wellbeing will be shaped by the
management of interdependence

At the midpoint to 2030, the target date to meet the
SDGs, the world is more off track than four years ago®”
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Figure 110 Climate change could result in an explosion of inequalities in human development
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and is regressing on key goals on climate action, bio-
diversity loss, food security, poverty, inequality and
gender inequality.”® Consider hunger.”” The number
of people who are hungry stopped falling in the late
2000s and, after a decade of stagnation, has climbed
back up (figure 1.11).

The Covid-19 pandemic delivered the largest set-
backs to monetary poverty in decades.!°® For the first
time in two decades, poverty trends reversed. This
is true for the extreme poverty line ($2.15 a day) and
for the low-income ($3.65 a day) and middle-income
($6.85 a day) poverty lines.’! In 2020, 90 million
more people were in extreme poverty relative to the
pre-Covid-19 projection.'®* Household surveys dur-
ing the pandemic found that 23 percent of respond-
ents stopped working, and 60 percent lost income.!®
These setbacks are likely to have permanently shifted
the long-term trajectory for poverty reduction, setting
the world farther off course from meeting the SDGs
(figure 1.12). Only a third of countries are expected to
meet SDG 1 by 2030.1%4 The poorest also suffered the

severest setbacks in health and education, including
premature mortality and lasting losses in learning.!%®

Global income inequality'°® has also worsened over
the past decade, returning to the same level as in the
1950s.1%7 Between-country income inequality had
been falling, as low- and middle-income countries
caught up to high-income countries, but the Covid-19
pandemic reversed that for many countries.!®
Within-country income inequality has been rising in
many countries, exacerbated by the pandemic, as the
poorest households generally lost jobs and income
at higher rates than richer households.’*® Inequality
of income and wealth is not inevitable—it is a polit-
ical choice.® Understanding the drivers of within-
country inequality, against the backdrop of how we
manage interdependence, is at the heart of the policy
discourse on inequality today.

A backlash against gender equality in different
parts of the world has stalled its progress in many
places.! Women’s civil liberties and political and eco-
nomic freedoms are being reversed in many contexts;
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Figure 1.11 Trends in reducing global hunger have reversed
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Figure 112 The Covid-19 pandemic may have permanently shifted the trajectory for poverty reduction
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on current trends it will take 40 more years for men
and women to be represented equally as leaders in
national issues."? The reversal of various social and
developmental indicators coincides with the erosion
of several democratic norms and practices,"® spurred
in part by dissatisfaction with mismanaged interde-
pendence (chapter 2).1

There is interdependence between countries but
also interlinkages across challenges. For example,
acute pressures from environmental change, exacer-
bating water stress and food insecurity, can fuel ten-
sions and conflicts, undermining peace and stability
and worsening outcomes for communities. By 2030
up to two-thirds of the world’s extreme poor could be
living in conflict and fragile settings.!"

patterns of mismanaging interdependence have had
detrimental effects on people’s rights, income and
wellbeing, affecting their political preferences and
choices (chapter 2). For example, democratic norms
and practices have eroded to levels last seen in 1986,
measured across 202 countries."?

Further, the last 20 years saw a deterioration in
freedom of expression (figure 1.13). Oppression
against journalists, writers, activists and artists are
documented across all world regions and is on the
rise. Some 85 percent of the global population experi-
enced a decline in press freedom in their country be-
tween 2016 and 2020."%° Lack of independent media
is amplifying prejudice and divide, depriving public
debates of impartial views in a context of heightened
polarization.

¢ While there is evidence that interdependence
can expand agency, there is also evidence that its
mismanagement can pull in the other direction

And further still, people’s mental wellbeing has
been worsening. In the last 10 years the number of
people expressing stress, sadness, anxiety, anger or

The human development approach is highly rele-
vant to understand the implications of mismanaged
interdependence for agency (chapter 5). A person
who acts and brings about change is an agent, and
agency refers to the ability of people to live lives they
value and have reason to value. For example, journal-
ists who consider it their duty to bring truthful, un-
biased information to the public and who are able to
work without fear of retaliation or concern for their
personal security will be better off in a social and po-
litical context that guards these individual freedoms
than in a context that inhibits it. In a world moving
towards increased political polarization (chapters 2
and 6),"¢ and where freedom of speech is on the de-
cline,'” people’s agency is being conditioned in new
ways.

Amartya Sen’s Development as Freedom characteriz-
es development as the expansion of people’s freedom
in a variety of ways (comprising both process and op-
portunity freedoms), with capabilities (related both
to wellbeing and to agency) shaping public policy and
with public policy having the potential to enhance
those capabilities—in a potential virtuous cycle.!"®
How we choose to manage interdependence has a
bearing on whether such a virtuous cycle takes hold.

While there is evidence that interdependence can
expand agency, there is also evidence that its mis-
management can pull in the other direction. Recent

worry has been on the rise, reaching its highest lev-
els since the Gallup surveys began.”?! Paradoxically,
this coincides with a time of high material wellbeing,
unprecedented progress in technology and higher
human development than ever.

The adverse impacts have been worse for specific
communities. For example, Indigenous communi-
ties face a confluence of changes through misman-
aged interdependence. Indigenous peoples faced
many instances of land dispossessions and loss of
natural resources for centuries for various industrial
and infrastructural developments such as mines and
dams.'” For example, 90 percent of the languages
spoken in the world, a large majority of them spoken
by Indigenous peoples, are expected to become ex-
tinct in a hundred years.'®

Consider people living on islands confronting the
existential threat of rising sea levels.’?* A likely fu-
ture when their way of life and land will no longer
be there creates a sense of helplessness. In Kiribati
and Tuvalu, where the mainland may be underwater
in 50-100 years, there are opportunities to move to
neighbouring countries, but many islanders think of
relocation as the last resort.’?® Leaders argue that re-
locating people is self-defeating—it defies the point
of acknowledging what is happening to the world.
Elders do not want to move because of their connec-
tion to their homeland and traditions. A body of work
is documenting eco-anxiety—a generalized sense of
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Figure 113 Freedom of expression—receding in recent years
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loss that the ecological foundations of existence are
under collapse.'” This new strand of work deals with
topics not normally dealt with by the disasters litera-
ture.”? It delves into understanding generalized feel-
ings about climate change in the abstract (the thought
that humanity is doomed).?® And it presents envi-
ronmental loss as disappearing landscapes and bio-
diversity. These feelings relate to existential threats,
loss of identity, ways of life and place, and antici-
pated and perceived future disasters. They create an
overwhelming sense of responsibility to deal with
something so huge that it feels paralysing—a loss of
agency. Young people around the world express dis-
tress from the inability to respond to events around
them or contribute to change, in what they view as
collective inaction. That makes it difficult for them to
find meaning in other life pursuits, such as investing
in their schooling or having a child.”?

This sense of loss of agency in the face of climate
change is being studied by sociologists keen to un-
derstand whether the heightened crisis and uncer-
tainties could be an opportunity for change and

transformation.’*® This is a manifestation of agency
gaps that stand in the way of advancing collective ac-
tion (chapter 5).

Uncertainty, institutional structures and mis-
aligned incentives impair agency. Higher perceived
human insecurity is associated with lower agency.'™
And constrained agency is reflected in the growing
gap between science-based recommendations for
ensuring sustainable wellbeing for all and actual
actions on the ground. “Constrained agency per-
petuates unsustainability, reduces the richness of
values and aspirations and creates an illusionary
contradiction between development and sustaina-
bility.”*2 These circumstances further diminish peo-
ple’s role as agents, making collective action even
more difficult.

Despite the challenges, some sociologists argue
that agency can actively shape Earth systems'* and
that agency can drive large-scale societal change.®*
Consider the study of conceptualizing new ways for
transnational climate governance that is slowly tak-
ing shape.'® This work tries to understand how to
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activate agency beyond national boundaries to move
objectives of public interest at the planetary scale.s¢
How to manage interdependence is a choice. In-
terdependence multiplies the benefits of shared
knowledge and cooperation as reflected in advances
in medicine, climate adaptation, poverty reduction,
energy transitions and more. As explored in chap-
ters 3 and 4, the eradication of smallpox, the Mon-
treal Protocol, interventions for AIDS®’ and fiscal

responses during the Covid-19 pandemic™® exempli-
fy momentous achievements against what otherwise
would have been an even more massive downturn in
human development. The rest of part I of the Report
discusses how interdependence is being reshaped
(chapter 2) and what instruments could be used to
manage interdependence better (chapter 3). Part II
then explores how to reimagine cooperation to ad-
vance human development.
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CHAPTER 2

Global interdependence persists—
but is being reshaped

People continue to live in globally interdependent
societies. Despite a slowdown in economic
globalization, interdependence—rather than fraying—is
being reconfigured by drivers that will persist well into
the future.

The dangerous planetary changes of the
Anthropocene—pandemics, climate change,
biodiversity loss—transcend borders, all while
advances in digital technologies shift economic
structures and drive ever higher cross-border
information flows.

Going forward, as societies become more linked in
multiple ways, collective action to address globally
shared challenges will be imperative to safeguard

human security and advance human development.
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We live in a hyperconnected world. The supply chain
disruptions and inflation in the aftermath of the
Covid-19 pandemic put in sharp relief global eco-
nomic interdependence and the attendant vulnera-
bilities.! Concerns about the unequal distribution of
the benefits of interdependence across and within
countries—and the risks arising from underregulat-
ed cross-border financial and trade flows—are not
new.? A slowdown of international trade followed the
realization of several of those risks during the 2007-
2008 global financial crisis,® and after the Covid-19
pandemic—leading some to proclaim the end of glo-
balization.* Compounded by resurgent conflicts,
rising geopolitical tensions and deadlocks in some
multilateral institutions,® the ties that bind us appear
to be under strain and even in retreat.

Yet this chapter argues that interdependence, rather
than fraying, is being reshaped and in some respects is
deepening—in part because of drivers that will persist
well into the future. Three main arguments emerge.

First, beyond economic ties, cross-border flows
of people, information and ideas across countries
remain high® and make interdependence a defin-
ing feature of our time.” While interdependence can
create economic and other opportunities for people
and help attenuate the impacts of local and regional
shocks,® it also implies that new vulnerabilities may
emerge and that shocks can propagate globally.® Vul-
nerabilities and propagation of shocks are not an in-
escapable feature of interdependence; rather they
reflect excessively unregulated approaches to globali-
zation. These approaches have led to, for example,
the concentration of production of some commodi-
ties and goods in a few regions or a handful of produc-
ers, increasing the risks of global disruptions when
one of them experiences problems in production or
distribution.’® They have also resulted in an unequal
distribution of the costs and benefits of globalization
within countries,! eroding economic opportunities
for many and fuelling perceptions of insecurity that
can contribute to political polarization and the sup-
port of political positions characterized as populist’>—
potentially reflecting a globalization of discontent.’

Second, the scale and speed of global links are pro-
foundly reshaping interdependence. Humans have
become geological-scale drivers of planetary chang-
es, ushering in a proposed new geological epoch—the
Anthropocene, the age of humans. With it comes an

unprecedented set of planetary challenges, in addition
to globalization shaped by policy choices. The cross-
border impacts of such events as forest fires, zoonotic
disease outbreaks and extreme weather are at least in
part the result of planetary changes driven by human
production and consumption, and those changes can-
not be directly managed by curbing flows of goods,
finance and people at the borders. At the same time
advances in digital technologies and concerted efforts
to decarbonize economies are shifting economic struc-
tures and development opportunities. Digital services
and platforms shrink the world by enabling real-time
collaboration and almost instantaneous global com-
munication. Even though global trade in goods may
have plateaued and global value chains are being re-
configured, cross-border information flows are still on
the rise, reaching new record highs every year.

¢ Vulnerabilities and propagation of

shocks are not an inescapable feature of
interdependence; rather they reflect excessively
unregulated approaches to globalization

Third, the globalization of discontent points to
blind spots in managing global interdependence.
Pursuing unregulated globalization or retreating to
protectionism are not the only options—and neither
is likely to manage the shared global challenges of
the Anthropocene. We all share this planet.”® Even if
imposing trade barriers or making international mi-
gration increasingly difficult would reduce certain
types of interdependences among countries, plane-
tary challenges such as climate change do not stop at
national borders. Neither do the benefits of climate
change mitigation or pandemic preparedness. As we
move deeper into the Anthropocene, our futures are
inexorably interlinked. Avoiding the mismanagement
of interdependence, and the human development
costs that come with mismanagement, is important
(chapter 1), but so is harnessing interdependence in
ways that advance human development.

The persistence of global ties
—a hyperconnected world with
multiple global interdependences

More and more people live in communities that are
part of globally interdependent societies,!¢ their
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lives closely intertwined with cultures, economies
and ecosystems across the globe. The process of
globalization—marked by intensified cross-border
flows of information, people, finance, goods and
services—has deep roots and a long history of techno-
logical and political drivers.Y

Technological advances have reduced the trans-
portation and communication costs of many
cross-border flows,** while deliberate policy choic-
es have driven a deepening of interdependence
across societies and economies. Financial and trade
liberalization, instrumental in driving economic glo-
balization since the 1970s, accelerated global eco-
nomic integration to the point of being characterized
as hyperglobalization.”” Most countries integrated
into global value chains and opened their markets
to foreign trade and financial flows, yielding some
control over these flows for the promise of economic
growth and poverty reduction.?® This period brought
massive increases in standards of living for large
numbers of people, but the gains from trade and
economic integration were not evenly distributed. It
also brought increases in within-country inequality
in many high- income countries,? often manifested

in the emergence of or increase in large subnational
inequalities,? with declines in job opportunities con-
centrated in some areas and economic sectors.?* For
some low- and middle-income countries hyperglo-
balization was sometimes characterized by unequal
terms of trade and the implementation of policies
that may have inhibited productivity growth and de-
velopment progress.?

In the past dozen or so years, amid growing con-
cerns over supply chain disruptions and resurgent
violent conflicts, the emphasis on efficiency in the
prelude to hyperglobalization is being rebalanced
with concerns over stability and resilience. That
rebalancing has occurred, in part, through the im-
position of trade barriers at national borders. For in-
stance, trade restrictions surged from fewer than 500
a year in 2010 to nearly 3,000 in 2022.% Efforts to
reshore, nearshore and friendshore production? also
suggest a partial retreat from hyperglobalization.?®

Despite the now slower pace of global economic
integration, or even its stagnation in some respects,
the world remains hyperconnected, with econo-
mies highly interdependent—by some accounts
at historically unprecedented levels (figure 2.1).%°

Figure 21. Hyperglobalization is down, but interdependence remains unprecedentedly high
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International trade has been rising over the long run,
in spite of substantial global disruptions.*® Financial
integration today is almost four times higher than in
the mid-1990s.3 No region of the world can claim
self-sufficiency, as they all rely on imports from other
regions of 25 percent or more of at least one major
type of goods and services.*? Global value chains sup-
port everything from food to medicines, and even
the digital services and the hardware on which they
run.® Goods today travel twice as far as in 1965 and
cross more borders before reaching their final desti-
nation.?* This makes for intricate global economic

relationships with multiple interdependences across
the production of goods and services (box 2.1).

Every day, millions of people cross national borders
in temporary or permanent moves between coun-
tries. Since 1970 the estimated number of people
living outside their country of birth has tripled from
84 million to almost 280 million, though as a share
of the world population the increase has been more
modest (from 2.9 percent in 1990 to 3.6 percent in
2020).% The largest share of international migrants
goes to Europe (30.9 percent), closely followed by
Asia (30.5 percent).*

Box 2.1 A smartphone’s global journey—a tale of cross-border economic, social and environmental impacts

Smartphones have quickly become a ubiquitous feature of everyday life for a large share of the global population.
Since the launch of the iPhone and Android phones in 2007, global sales have skyrocketed. There were 6.4 billion
smartphone mobile network subscriptions worldwide in 2022," and 115 billion new devices were expected to be
sold in 20232—one for every seven people on the planet. Smartphones are more than just devices to connect to the
digital world. They are products of a complex and interconnected global system that transcends borders and involves
multiple actors and processes. The journey of a smartphone from conception to use reveals how flows of materials,

information, value and waste across the world shape our lives.

Before reaching consumers, smartphones cross multiple borders, sometimes the same border more than once.
Components of smartphones, including memory chips, processors, batteries and camera modules, are produced by
specialized firms in places such as in China, Japan and the Republic of Korea.® Each component requires inputs from
other economies along the global value chain. For example, a battery requires cobalt, often extracted in low-income
countries where the mining industry has been associated with serious human rights violations, including child labour,
and severe environmental degradation.* Cobalt is exported from countries with mines for processing in countries
such as China, before being sent to countries such as Japan or the Republic of Korea to be combined with other
materials to create battery cells.® Battery cells may then be sent back to China or shipped to, for example, Malaysia
for assembly in battery packs, together with other components such as circuit boards.®

The value added by these intermediate activities is low relative to the final retail price of smartphones, leaving low-
and middle-income countries with a smaller share of the profits from a globally produced device. Most of the profit is
captured by the firms that design, market and sell smartphones, mainly based in high-income countries.” These firms
also own most of the intellectual property rights and patents related to smartphones.®

Smartphones have transformed the lives of billions of people around the world, enabling them to communicate
across borders, acquire information almost instantaneously, access financial services and participate in the digital
economy. However, there are still large inequalities in smartphone access globally.® Furthermore, despite its many
positive effects, excessive use of smartphones has also been associated with negative mental health impacts, espe-

cially among young people.®

The journey of the smartphone does not stop once it reaches consumers. Smartphones have a short lifespan, with
built-in obsolescence and heavy marketing of newer models hastening their replacement. Electronic waste (e-waste),
including smartphones, is growing rapidly. Globally, each person produces about 6 kilograms of e-waste each year.
Yet the gradients are steep: the average person in parts of Africa produces less than 2 kilograms of e-waste each
year, while the average person in Norway produces 28.5 kilograms." Only about 17 percent of e-waste is recycled,
despite the potential to recover and repurpose critical minerals.” A large share of e-waste ends up in landfills in low-
and middle-income countries, releasing toxic materials and creating health hazards.”®

Notes

1. Statista 2023. 2. Kharpal 2023. 3. Gentile and others 2021; Sturgeon and Kawakami 2010. 4. Amnesty International 2023. 5. Carton, Mon-
gardini and Li 2018; Gulley 2023; Richter 2023. 6. Farooqui 2023. 7. WIPO 2017. 8. Sturgeon and Kawakami 2010. 9. Rowntree 2019. 10. Abi-
Jaoude, Naylor and Pignatiello 2020. 11. Parajuly and others 2019. 12. Forti 2020. 13. Parajuly and others 2019.
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People move across borders for various reasons,
including seeking work, advancing their education
or pursuing humanitarian protection. Mobility is a
key feature of human development, as it enables
people to expand their choices, exercise their agen-
cy and contribute to their wellbeing and that of their
families, as well as that of both their host and origin
communities.’” Consider the economic significance
of remittances from migrants, which for low- and
middle-income countries have long surpassed official
development assistance and in 2022 were reaching
the same levels as foreign direct investment—but are
much less volatile (figure 2.2). In addition to econom-
ic ties,® international migration also creates social
and cultural ties between host and origin countries.*

While concerns about the economic and social
implications of international migration have in-
creased in many high-income countries, along with
anti-immigration narratives, a large body of research
shows that international immigration provides net
benefits in advanced economies, especially when

policies are in place to help international migrants es-
tablish themselves in the local labour market.*°
Perhaps the most telling example of hypercon-
nections (explored in coming sections) is the rapid
increase in digital technology capacity and adop-
tion, linking vast geographic distances—almost in
real time. Global bandwidth capacity, up dramat-
ically since 1990, has enabled massive growth in
cross-border flows of information*! and boosted in-
ternational commerce among countries*? through
global value chains.*® Despite regionally concentrat-
ed inequalities, the roll-out of digital connectivity
has been broad: 95 percent of the global population is
now within the range of a mobile broadband network,
and 5.4 billion people were internet users in 2023.4

New risks of economic concentration and dislocation

In a hyperconnected world, where tightly cou-
pled interactions allow for cross-border flows of

Figure 2.2 Remittances to low- and middle-income countries are approaching the level of foreign direct investment
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information, people, finance, and goods and servic-
es,* some domestic policies and choices can have
spillovers that quickly spread regionally and even
globally. Large economies of scale and scope can
concentrate production in one or a few countries,
leaving other countries vulnerable to decisions made
elsewhere. Most global trade occurs within macrore-
gional blocs dominated by the largest economies,*¢
whereas many low- and middle-income countries
heavily dependent on international trade find them-
selves at the tail-end of global trade with far less con-
trol over factors that influence terms of trade.*” That
is why domestic policies in major economies can af-
fect low- and middle-income countries. For example,
the US Federal Reserve sets monetary policy under
its legal mandate in the United States, but its deci-
sions have substantial effects*® in emerging market
economies.*” Because transmission runs through
multiple channels, cross-border spillovers can be
hard to contain.®

¢¢ Market concentration may be a sign of
specialization and economies of scale, which yield
efficiency gains, but it also increases the risks

that disruptions and shocks in one or a few firms
will propagate through deeply integrated global
value chains across many sectors and countries

In many global value chains power is often con-
centrated in a few transnational corporations whose
business strategies can directly affect multiple econ-
omies.*! Transnational corporations can boost invest-
ment, innovation and economic opportunities,*? but
they can also crowd out domestic firms, especially in
low- and middle-income countries.*® Market concen-
tration in global value chains enables markups and
rent seeking by top firms, which have been linked to
the decline in the global labour share of income® and
to higher consumer prices.>

Market concentration is particularly high in the
global value chains for goods that serve some basic
needs, such as food,* as well as in the digital technol-
ogy space. Today, a handful of technology companies
wield significant market power, and their decisions
influence societal and political dynamics. In 2021 the
market capitalization of each of the three largest tech
companies in the world surpassed the GDP of more

than 90 percent of countries—including some of the
world’s largest economies.”’

Concentration may be a sign of specialization
and economies of scale (as well as network exter-
nalities), which yield efficiency gains,* but it also
increases the risks that disruptions and shocks in
one or a few firms will propagate through deeply
integrated global value chains across many sectors
and countries.>® Specialization can lead to mar-
kets where there are “too few to fail.”®® According
to recent data, almost 40 percent of global trade in
goods is concentrated in three or fewer countries—
even for goods with more suppliers.®! Concentration
may be particularly high for some critical products
and materials required for digital technologies and
the energy transition.®® Disruptions in global value
chains have become more common and more sys-
temic than in the past,% driven largely by a mix of
climate shocks and geopolitical tensions that may
continue into the future.®*

The other side of concentration is the economic
dislocation associated with shifts in production that
reduce economic opportunities in sectors or regions
previously engaged in domestic production that has
been replaced by imports. Despite clear warnings
about those risks, the implicit promise that the aggre-
gate gains would be distributed so that the “losers”
of globalization would be compensated often failed
to materialize.®® Indeed, governments were often ei-
ther unwilling or unable to offset negative side effects
of global economic integration for some segments of
their population, perhaps in part because economic
dislocation was driven not by economic integration
alone but also by other factors such as technological
change.®®

Regardless of the process that led to economic dis-
location, regions or groups that felt left behind and
believed this to be the result of globalization often
became hostile to trade openness, contributing to in-
creases in support for political positions that can be
described as populist (see below) and political polar-
ization.®” Painted with the broadest possible brush,
interdependence that is not well managed not only
harms human development (chapter 1); it also has
broader implications reflected in a discontent with
globalization that feeds into processes of political
polarization.
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Mismanaging interdependence feeds
the globalization of discontent

In recent years political movements that advocate
the domestic over the international and question
the need for global cooperation have gained traction
in many countries.®® These movements are char-
acterized by narrative frames that contrast what is
purported to represent the interests of the general
population with what serves an established elite, in
what has been described as an anti-elite theory of
society.® Rather than ideology based, these views
centre on people’s “moral” superiority over a corrupt
elite. Some variants include identity-based organized
views, such as nativist movements based on the su-
periority of one race or ethnicity, or movements that
favour strong leaders without checks and balances.”

Today, the share of countries with governments
that fit with this broader definition characterization
of anti-elite movements that question the need for
global cooperation (often designated as populist) is
unprecedented. What is more, there is a shift in their
ideological affiliation. Left-wing affiliation was once
dominant (and is still at high levels), but the share
of right-wing affiliation has increased dramatically
since the 1990s (figure 2.3).

What drives discontent?

Despite the surge in support for these political move-
ments, the animosity towards globalization has not
necessarily increased among the general public.”
One way of accounting for this paradox is through a
framework that explains the links between misman-
aged interdependence and the rise of political move-
ments that can be characterized as populist on the
demand side (people supporting parties and leaders)
and on the supply side (emergence of those leaders
and parties) of politics.

Both welfare and beliefs-based channels feed into
the hostility towards globalization to boost support
for populist movements (figure 2.4). Simply put, the
welfare channel shows how economic dislocations
and human development implications of misman-
aged interdependence can lead people to rally behind
populist leaders, who may use people’s discontent
and grievances about distributional effects (actual or
perceived) to their advantage.” The beliefs channel

Figure 2.3 Support for anti-elite politics is on the rise
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entails norms and identities that may be perceived

as under threat from globalization, and these per-

ceptions of threat contribute to the support for pop-

ulism.” And the two channels can reinforce each

other,” making it hard to untangle the links.

Both welfare and beliefs channels link

mismanaged interdependence and discontent

In globally interdependent socioecological systems,

shocks and disruptions have multiple, sometimes un-

foreseen, global ripple effects. Human development

suffers when interdependence is mismanaged

(chap-

ter 1). On the demand side human development losses

may directly affect people’s policy preferences,

open-

ing policy space for populist and nativist narratives if

established mechanisms are unable to manage and

mitigate the impacts of global shocks. For example,

natural hazards and financial crises increase support

for authoritarian leadership and extreme political

movements, particularly on the far right. Household

debt crises that frequently follow a financial crisis are

also linked to mounting support for far-right populist

parties.” Since the 2007-2008 global financial crisis,

the number of countries that have implemented aus-

terity policies has risen substantially,” potentially fur-

ther circumscribing their capacities to protect people

from the repercussions of global shocks.”
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Figure 2.4 Mismanaged interdependence leads to demand for populism through welfare losses and beliefs
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Still, the increased risk of globalization-linked (in
reality or perception) localized welfare losses cannot
fully explain the rising appeal of populist and nativist
movements. A recent review of survey experiments
finds little support for the hypothesis that econom-
ic self-interest alone drives antiglobalization senti-
ment.”® In some cases electoral support for political
candidates advocating protectionist measures even
increased despite these measures having negative ef-
fects on local employment.” The findings echo public
opinion data, as well research on the effects of objec-
tive globalization risks such as offshoring of jobs.%°

Thus, the link between human development loss-
es from global shocks and increased support for pop-
ulism may also work through changing perceptions,
beliefs, identities and attitudes towards globaliza-
tion.® Fear and feelings of insecurity, especially those
related to losing status, can shift preferences in a popu-
list and nativist direction.® This beliefs-based link can
be particularly potent in contexts of long-term deteri-
orating economic prospects.® For example, nationalist
and anti-immigration narratives take hold more easily
in places experiencing adverse economic change (for
example, increases in the unemployment rate matter
more than the levels of unemployment as such).®

This matters in a globally interdependent world that
is also increasingly worried and distressed.®® Today,

feelings of distress and insecurity are pervasive and
persistent, permeating even the wealthiest countries.
Across the world almost 3 billion people report feeling
worried, stressed or sad.®® While subjective wellbeing
has been found to be susceptible to external shocks,®”
the Covid-19 pandemic seems only to have exacerbat-
ed a pre-exiting existing trend: both worry and stress
were reaching record highs even before the pandem-
ic (figure 2.5). These feelings of distress have been on
the rise even as the world has made substantial devel-
opment progress,® though the trend of progress was
interrupted in 2020 and 2021 (chapter 1).

Political leaders and movements can
exploit the links between mismanaged
interdependence and discontent

On the supply side political leaders and movements
can reinforce the links between mismanaged inter-
dependence and rising support for populism, by mo-
bilizing discontent to their advantage.®® While such
tactics are not unique to populist movements, a com-
mon narrative of these movements is to pit negative
collective emotions towards revenge against an es-
tablished elite,’® often portraying leaders as champi-
ons and competent protectors of “common people”®!
in opposition to a global elite. As such, they may gain
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Figure 2.5 Even prior to 2020, worry and stress were rising in most countries
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traction by tapping into frustrations among those
who feel left behind by globalization or see globaliza-
tion as a threat to their identities.

This anti-elite, antiglobalization sentiment may
be rooted in part in the way that global elites have
been able to cash in on the benefits of globalization
to race further ahead. In addition to the economic
dislocations, with increased inequalities within coun-
tries and pervasive job losses in certain places, hyper-
globalization has enabled offshore tax evasion and
avoidance by wealthy individuals and companies.
Multinationals may have shifted as much as $1 trillion
of profits to tax havens in 2022,°? resulting in billions
of dollars in lost tax revenue. Global losses of cor-
porate tax revenue have skyrocketed since the mid-
1990s as a result of profit shifting (figure 2.6). These
patterns are clearly associated with asymmetries be-
tween how elites and the general population bene-
fit from hyperglobalization, fuelling discontent that
feeds into populist narratives.

Populist leaders and movements can also work
through the beliefs channel by using discourse and
narratives to foment polarization and politicize is-
sues such as international cooperation.”® Indeed,

Figure 2.6 Elites have been able to cash in on

hyperglobalization, as profit shifting to tax havens

has skyrocketed
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antiglobalization sentiment has become increasingly
salient in partisan discourse.’* As these issues become
more visible through political campaigns and narra-
tives, they can lead to shifts in people’s beliefs and to
sorting along narrow identity lines rather than along
income groups—and subsequently to shifts in policy
preferences.”® These shifts can lead to voting patterns
that, in some cases, might go against one’s economic
self-interest,”® and they may even influence behav-
iours beyond voting.”” For example, populist cam-
paigning against scientific advice during the Covid-19
pandemic reduced adherence to social distancing in
places where populist leaders enjoyed high support.”®
Populism is politically disruptive and economical-
ly very costly.”® In countries with episodes of govern-
ments characterized as populist, whether on the right
or on the left, GDP per capita is 10 percent lower 15
years after the episode started than where such epi-
sodes did not take place (figure 2.7). Negative effects
on the economy tend to materialize only three to
five years after the populist episode starts, and they

Figure 2.7 Discontent is costly: Lower GDP trajectories in

countries with populist episodes
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continue to worsen over time'°°—representing a po-
tential permanent loss.

Discontent polarizes societies, with
potentially dangerous consequences

The populist rhetoric of retrenchment and nativism
polarizes societies by pitting groups against each
other—us, the people, against them, the elite. The
inward-looking, nativist direction of many of these
movements erodes abilities to collectively manage
reshaped global interdependence and tackle issues
that transcend borders. Historically, the populist and
radical regimes that came into power after the global
financial crises of the 1920s and 1930s in a context of
deep political polarization drove countries to a world
war rather than delivering solutions to the shared
challenges facing them (spotlight 2.1).

Today, the international community grapples with
arenewed surge in violent conflicts, with devastating
impacts on human development and human securi-
ty. In 2022 alone, before the rise in violence and con-
flict in the African and Middle East regions in 2023,

almost 1.2 billion people—15 percent of the global
population—lived in areas affected by violent conflict
(figure 2.8).1°! These staggering numbers are part of a
horrific trend of rising violent conflicts that is becom-
ing increasingly internationalized and entrenched,!*?
affecting more people in more places, including in
higher Human Development Index countries.'®® In
addition to devastating local impacts, violent con-
flicts often have impacts that spill across borders.
The multiple ripple effects range from arms prolifer-
ation'** to forced cross-border displacement, regional
food insecurity'® and rising inflation.!%¢

Global interdependence is being reshaped
and likely to persist well into the future

Even aside from the policy choices shaping
global interdependence—import tariffs that
discourage trade, visa restrictions that slow migration
—interdependence is an inescapable feature of liv-
ing on a shared planet that is undergoing dangerous
changes, unprecedented in that they are planetary and
aresult of human choices. They are also reinforced by

Figure 2.8 Violent conflicts affected 15 percent of the global population in 2022
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the fact that humans are relational beings (spotlight
2.2). Going forward, two drivers—dangerous plane-
tary change and the deep transformations of econ-
omies, supercharged by digital technologies—are
profoundly reshaping global links, demanding more—
not less—management of interdependence, given that
the opportunities to manage that type of interdepend-
ence by making decisions about at-the-border restric-
tions are limited to nonexistent.

The Anthropocene adds a planetary
dimension to global interdependence

The Anthropocene is a proposed new epoch in the
geological timescale, characterized by the unprec-
edented impact of modern human activity on Earth
systems (chapter 3). It provides a useful framing for
understanding the interdependence among humans,
human societies and our shared planet. It helps fur-
ther “establish the connections between our econom-
ic, social, and cultural spheres and the Earth System
itself”1%7 and unveils the entanglements of global in-
equalities and endangering the critical functions of
Earth systems.

Social and ecological systems have always been
deeply connected but rarely at the planetary scale.l%¢
Today, human impacts on the planet are so stark that
they are altering planetary processes. Humans have
altered the natural cycles of carbon,'® nitrogen,!®
phosphorus, water'? and other elements, changing
the temperature, precipitation, sea level and atmos-
pheric composition of the planet.!®

Countries with higher levels of human develop-
ment, as measured by the Human Development
Index (HDI), exert higher pressures on our planet
(figure 2.9). Countries on the lower end of the HDI,
which put fewer pressures on the planet, are like-
ly to be disproportionately affected by the impacts
of planetary pressures.”* These inequalities create
destabilizing dynamics that, along with intensified
polarization, may delay action to mitigate or reduce
planetary pressures. Over time, though, human de-
velopment progress is associated with lower plan-
etary pressures—in 2022 the average planetary
pressures required to sustain any given HDI level
were lower than in 1990 (figure 2.10). In fact, in re-
cent years both very high and high HDI countries

Figure 2.9 Inequalities and the Anthropocene—higher
Human Development Index countries put higher pressures
on the planet
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Figure 2.10 Pushing possibility frontiers—higher Human
Development Index values at lower planetary pressures
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have continued to improve their HDI values without
increasing planetary pressures, even though HDI pro-
gress in high HDI countries led to a sharp increase in
planetary pressures in the first decade of the 21st cen-
tury (figure 2.11). Still, all countries, but particularly
those with very high and high HDI values, need to do
much more, at greater scales and speed, to ease plan-
etary pressures than what has been the current trend.
In fact, the trend going forward needs to start sloping
downward, so that improvements in HDI values hap-
pen along with declining planetary pressures.
Technological development, especially renewable
and low-carbon energy systems, pushes possibility
frontiers and may enable gains on the HDI without
increases in planetary pressures. However, transition
periods, where fossil fuels and low-carbon system
coexist, may be particularly volatile, with height-
ened cross-border risks."® Transitions away from
fossil fuels are very likely to shift the comparative ad-
vantages of countries and could drive shifts in trade
patterns and economic power with geopolitical impli-
cations."¢ Changes to domestic climate policies may
reverberate internationally through both trade and

financial channels,'” with especially strong effects for
low- and middle-income countries—effects that may
go beyond balance of payments fluctuations to affect
long-term debt dynamics."® Therefore, the types of
climate policies that countries pursue will not only af-
fect prospects for mitigating climate change but will
also have profound implications for global links and
development prospects. If interdependence is har-
nessed in a positive way—starting with not misman-
aging it—the outlooks for both people and planet are
more positive.'’

Planetary pressures lead to planetary spillovers

When social and environmental change interacts at
a global scale, spillovers from a local socioecologi-
cal system can turn planetary. To see how, consider
telecoupling, which describes distant interactions
and complex feedback loops between human and
ecological systems over vast distances and attempts
to account for socioeconomic and environmen-
tal spillovers across scale, space and time.'?° For

Figure 2.11 Decoupling of planetary pressures and the Human Development Index (HDI)
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example, the land-use decisions of firms and farmers
in tropical forests affect regional environmental deg-
radation, biodiversity loss and global climate change
not only through increased greenhouse gas emis-
sions associated with deforestation but also through
changes in precipitation patterns in regions far from
tropical forests (chapter 3). The same land-use deci-
sions are influenced by global market dynamics, such
as consumer preferences and terms of trade. For ex-
ample, higher global demand for soybeans can lead
local farmers to switch to them from cattle ranch-
ing,'! potentially reducing both deforestation and
carbon dioxide emissions in comparison to a scenario
with continued cattle ranching.'?

Another example is fishing around coral reefs,
which can reduce the biomass of fish species that
provide important ecosystem services'?*—such as
the large herbivorous fish that reduce algae growth.
Without those species, algae growth may increase,
bleaching the reefs.’?* The erosion of coral reefs re-
duces global carbon cycling (thus adding to climate
change). It also harms the livelihoods of many peo-
ple and the natural protection of coastlines from
storms.!® By contrast, sustainable local fishing prac-
tices can improve the biomass of herbivorous fish and
benefit coral cover.'

With an Anthropocene lens, the notion of global in-
terdependence needs to include an understanding of
the Earth System as a whole. Highly complex globally
interlinked societies shape, and are shaped by, highly
complex and globally interlinked ecological systems.
Yet “spatial assumptions about the world are fre-
quently divorced from discussions of economy and,
in turn, from issues of environment and nature.”

In a globally interdependent world even countries
less exposed to climate change-related risks can still
be affected by second- and third-order effects.'?® For
example, if a natural hazard disrupts economic activ-
ities in one country, there may be spillover impacts
on the country’s main trade partners; if critical infra-
structure is hit in one country, it may reconfigure sup-
ply chains and reduce the GDP of both downstream
and upstream trading partners'®® and can lead to vol-
atility in aggregate stock market indices among trad-
ing partners.'*°

Food production and consumption provide anoth-
er telling example. Only an estimated 11-28 precent
of the global population can access key food crops

within 100 kilometres of their homes, leaving a large
majority of the world population highly dependent on
food imports and global food value chains.’*! The pro-
duction of critical inputs and intermediary products
for agricultural production, such as seeds and fertiliz-
ers, is geographically concentrated and controlled by
a handful of companies.'® For example, four compa-
nies control about two-thirds of global agrochemical
sales, including pesticides and synthetic fertilizers
that enable industrial-scale agriculture. Three of the
same companies are also among the four companies
that control more than half the world’s commercial
seed sales.'®

While trade in food has boosted food supplies glob-
ally and has been a resilience strategy in the face of
local climate shocks,** the domination of multi-
national food companies in food systems is now asso-
ciated with reduced diversity in local food production
and lost local food culture traditions,'® as well as rent
seeking by top firms.”*® The concentration patterns
in food production have built vulnerabilities in glob-
al food systems, which are likely to further increase
if human planetary pressures remain unchecked.
For example, biodiversity loss and climate change
heighten the risk of simultaneous crop failures,'’
with potentially global consequences for food secu-
rity. Global hunger numbers are already on the rise;
691-783 million people faced hunger in 2022, a sit-
uation exacerbated by the war in Ukraine and high
inflation.!*

¢¢ The concentration patterns in food production
have built vulnerabilities in global food systems,
which are likely to further increase if human
planetary pressures remain unchecked

When arable land becomes scarce or degraded due
to climate change, farmers may experience reduced
crop yields and diminished livelihood security, po-
tentially driving displacement and migration.”® But
the paths and trajectories of human mobility in re-
sponse to climate, food and livelihood stressors are
difficult to predict, particularly as local temperature,
rainfall and extreme weather events increasingly de-
viate from historical patterns. Migration is embedded
in social, economic, political, demographic and envi-
ronmental processes that can affect both the ability to
move, as well as the risk of immobility.!+
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As climate change continues and its impacts inten-
sify, especially in the absence of widespread reduc-
tions in greenhouse gas emissions, migration could
become one of the few viable adaptation and resil-
ience strategies available to afflicted communities.
Some projections suggest that under current emis-
sions policy trajectories a third of the world popula-
tion may be left outside the so-called human climate
niche—that is, the temperature range most conducive
to human life. If countries fully implement all cli-
mate change mitigation policy targets, global warm-
ing may be limited to about 1.8°C—which would still
leave almost 10 percent of the world population out-
side the so-called human climate niche—that is, the
temperature range most conducive to human life.!*!

The health, livelihood and labour market impacts of
extreme heat are likely to be substantial, as shown by
the UNDP Human Climate Horizons platform (box
2.2).12 Some research predicts that by midcentury,
more than 200 million people are likely to migrate
internally (within-country) in the face of climate
stress.'*?

Digital technologies make cross-border
communication almost instantaneous—
and are changing economic structures

Alongside the planetary challenges of the Anthro-
pocene, economies are undergoing profound shifts,

Box 2.2 Human mobility in the face of climate change: The case of Viet Nam

Hannah Pool

The UNDP Human Climate Horizons platform calculates and visualizes how climate change will affect human well-
being under different greenhouse gas emissions scenarios. The platform estimates the projected impacts of climate
change at a highly granular level, illustrating how it might affect places and communities in more than 200 countries
and territories.

Take Viet Nam, which is already grappling with the effects of climate change as droughts, floods and typhoons be-
come more frequent. The average annual temperature is projected to increase from 25.9°C in 1986-2005 to 26.7°C
in 2020-2039 to 27.6°C in 2080. In the high emissions scenario it could reach 29.2°C. The rising temperatures will
particularly affect the working hours of people in both low-risk and high-risk occupations. In the moderate emissions
scenario annual working hours per worker could be reduced by 2.3 hours in 2020-39 and by 10.5 hours in 2080-99,
whereas in the high emissions scenario annual working hours per worker in high-risk jobs in agriculture and construc-
tion could fall by 36.7 hours.

With 3,000 kilometres of coastline, Viet Nam is particularly vulnerable to rising sea levels! Under the high emis-
sions scenario sea-level rise will affect an additional 1.3 percent of the population between 2020 and 2039 and
7.4 percent by the end of the century, compared with a scenario without climate change.?

Migration decisions are complex and multifaceted, and climate change and the environment can be contributing
factors. By 2050, 1.5—3.1 million people in Viet Nam could become climate migrants.? In Viet Nam’s Thira Thién-Hué
Province people expressed their intention to relocate permanently because of a heightened risk of flooding caused
by sea-level rise.*

When people are forced to move as a result of climate change, they tend to move first within national borders
before moving to neighbouring countries,® and they tend to move from rural areas to cities. In Viet Nam this will put
additional pressure on urban infrastructure.® People might also move to neighbouring Cambodia or Thailand, which,
as the Human Climate Horizons data project, will also be affected by climate change.

Scenarios like these are important to assessing how climate change will affect human mobility and to driving people
to do everything possible today to avoid the high emissions scenario. But human mobility cannot be deterministically
predicted, even less in the distant future, since a continuum of human agency exists at various levels, which gives
humans the capacity to “find creative, locally appropriate solutions” in a world of diverse social, economic, cultural
and place-based physical systems.

Notes
1. IPCC 2022. 2. UNDP and Climate Impact Lab 2022. Data from Human Climate Horizons, accessed 30 November 2023. 3. Clement and
others 2021. 4. Duijndam and others 2023. 5. IPCC 2022. 6. Spilker and others 2020. 7. Horton and others 2021, p. 1279.
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powered by rapid technological innovation, espe-
cially in digital technologies. These shifts are already
changing the nature of global interdependence and
will likely continue to do so well into the future.

Digital technologies link distant places almost in-
stantaneously, affecting international trade, labour
markets, and the production and consumption of in-
formation. In 2023 anyone with a computer or smart-
phone'** could in theory reach more than half the
global population, and the number of internet users
is expected to continue to increase.*® The digitally
powered spread of (mis)information can speed up
contagion dynamics and influence behaviours, with
cross-border implications for, for example financial
instability™® or conflict.'#

While governments can put controls on internet
use, blocking access to—or even just monitoring—
online information is extremely difficult as the tech-
nology constantly evolves and expands.!*®

Even during the physical lockdowns and border
closures of the Covid-19 pandemic, when goods and
people flows across borders plummeted, cross-border
information flows flows soared.'*” Digital platforms
and global flows of data enable larger trade volumes
between countries,"° as well as increased opportuni-
ties for small and medium enterprises to participate
in global value chains.”™ The rise of digital technol-
ogies in the global economy is part of deeper chang-
es in the structure of economies, in which the value
of knowledge and services increases relative to that

of physical goods,'? powered by increasingly low-
carbon energy systems.' In 2022 digital service ex-
ports reached $3.8 trillion in value and accounted for
more than half of global trade in commercial servic-
es.’™ Modern service exports, which include comput-
er and information services, have increased fivefold
since 2000 and are quickly overtaking both exports
in traditional services such as tourism, as well as
high-tech manufacturing exports (figure 2.12).

Digital technologies are shaping how
to navigate the Anthropocene

Navigating the Anthropocene will be shaped by
choices associated with the Digital Revolution.'®
The increasing use of digital technologies has direct
impacts on our planet, including the environmental
footprints of novel technologies such as artificial in-
telligence and blockchain. These require vast amount
of computing power and are associated with intensi-
fied greenhouse gas emissions.!

The expansion of data availability and the increased
ability to process huge amounts of data have been key
factors in recognizing the Anthropocene, by enabling
more precise measurement, monitoring and mod-
elling of the Earth System, or how digital technolo-
gies have enabled communication and dissemination
of scientific knowledge about the Anthropocene to
the public at large.”” But the interaction between al-
ready polarized societies and digital communication

Figure 212 Digital technologies are driving shifts in global economic interdependence, with dramatic increases in

modern service exports since 2000
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in social networks, characterized by algorithms that
propel division and misinformation, can erode public
deliberation, propel mistrust in science and put up bar-
riers to collective action for a low-carbon transition.'s®
While digitalization has expanded opportuni-
ties for many people, there are large and regionally
concentrated inequalities in digital access. In Afri-
ca only 37 percent of the population were internet
users in 2023, compared with a global average of
67 percent.” Only about a third of the digital gap in
Africa can be explained by lack of infrastructure;'°
issues such as prohibitive costs and other barriers

may account for the rest. Investment in frontier tech-
nologies, such as artificial intelligence, is also as-
sociated with higher income inequality.!¢! If these
asymmetries remain, many people risk losing out on
the expanding economic opportunities that come
with new technologies. Inequalities may also drive
consumption patterns that add to planetary pres-
sures, through spending cascades on so called posi-
tional goods, such as ever larger cars.’*2 These types
of consumption patterns are channelled via aspira-
tions and norms, which may be influenced by both
traditional and social media.'3
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SPOTLIGHT 241

The human toll of mismanaging interdependence:
Insights from national and international history

Patricia Clavin, Oxford University

World War I was a catastrophic period in history with
far-reaching effects. On average, 5,600 men died for
every day that the war continued, and injured soldiers
and civilians had some of the worst injuries ever seen.
In the war zones factories, farms and homes were de-
stroyed to the tune of around $30 billion, roughly half
of US GDP at the time.! As part of the political fallout
of the war, the Austro-Hungarian, German, Ottoman
and Russian Empires tumbled, and more than 14 mil-
lion people were displaced.? In the peace negotiations
that followed, it became clear that while millions of
people everywhere aspired to greater self-rule, the
British and French Empires expanded the number of
territories under their governance as a result of the
conflict. Other countries, notably Japan and the Unit-
ed States, grew in global prominence.

The Paris Peace Conference of 1919 and its subse-
quent peace treaties suggested that sovereign states
existed on a plane of equality in the international sys-
tem. But the war and its outcomes made it clear that
the world’s empires, nation states and colonized peo-
ple who aspired to statehood had different natural en-
dowments and access to resources that shape human
development. In the international system states also
had different interests and concerns. After 1918 gov-
ernments, businesses, banks, farmers and people
everywhere struggled to comprehend how much had
changed as a result of the war. They were hit by a se-
ries of economic and social crises and responded by
taking defensive measures that strongly prioritized
national and imperial interests. Many governments
mismanaged the interdependence of markets and
people. Instead, numerous countries found them-
selves on a path to a second world war within a gen-
eration of the first.

World War II was even more destructive than its
predecessor. Some 60 million people died around
the world. Much more property and infrastructure
lay in ruins. And the conflict inflicted unprecedent-
ed pollution on the planet, including radiation from a

new type of weapon, the atomic bomb. Yet this time,
the types of social and economic crises that had bat-
tered many governments, people and world markets
after 1918 were largely averted. In the following dec-
ades the prospects for human development improved
markedly and remained on an upward trajectory
for the rest of the 20th century. This spotlight re-
veals how the management of human interdepend-
ence in these postwar eras produced such different
outcomes.

The search for national sanctuary
in an interdependent world

After 1918 the first crisis that gripped the world was
financial. No one had thought about how they were
going to fund an unprecedented global war. As a
result, the belligerent governments borrowed or
printed money to pay for it. As the conflict ended,
governments were desperate to get back to “normal-
cy” and removed all the controls on their national
economies in an uncoordinated way. The result was
rapid inflation. The worst cases were in the new re-
publics of Austria, Germany, Hungary and Poland,
which endured hyperinflation. In Germany prices
quadrupled every month for 16 months.

But even some of the world’s strongest economies
had annual inflation of 20-30 percent. They dealt
with this by returning their currencies to the interna-
tional gold standard—a fixed exchange mechanism
—which brought stability to prices and interest rates.
States did this largely in an uncoordinated way, think-
ing about what suited their national interests and
leaving the job to central banks and financial mar-
kets.® It meant, for example, that the US dollar and
the French franc were significantly undervalued,
which helped their exports. Britain, a major importer
of food and exporter of capital and financial services,
preferred a strong pound and opted to overvalue the
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pound sterling. This made life tough for its domes-
tic producers and encouraged many of them to de-
mand protection from overseas traders, a worldwide
trend. It meant that while exchange rates were sta-
ble, the market interdependence that the gold stand-
ard system was supposed to safeguard had unstable
foundations.

The next global financial crisis hit within a decade
of the first, after October 1929. The consequences of
the uncoordinated processes of financial reconstruc-
tion after 1919 became clear following the stock mar-
ket crash on Wall Street in the United States. Having
been heavily involved in stabilizing the currencies
and economies of Central Europe in the 1920s, US
political and financial leaders decided it had been too
easy for investors—at home and abroad—to borrow
money, so the Federal Reserve opted to increase in-
terest rates. This decision pushed a downturn in the
stock market into a full-blown depression as invest-
ment abroad was stopped in its tracks. The crisis was
transmitted around the world through the gold stand-
ard system. Other central banks defended their cur-
rencies by increasing interest rates and demanded
that their governments stop spending. Workers were
laid off in droves, and poverty and hunger rates rose
dramatically in the worst deflationary crisis the world
had yet known.

By 1933 leading economists and international advi-
sors had identified the right solution: they proposed
internationally coordinated measures to reflate the
world economy and stop the rising trade protection-
ism. But countries had acted to defend their econo-
mies in an uncoordinated way after 1929, and despite
four years of suffering, the ability to cooperate was
absent. There were now gaping domestic and trans-
national ideological divides between states, conflict-
ing geopolitical interests and national politics moving
in radically divergent directions. The failure of the
world’s major economies—Britain, France and the
United States—to work together was especially dam-
aging. And they now faced the emerging threat from
National Socialist Germany, Fascist Italy and Imperi-
al Japan, which was already waging war in Manchuria.

The see-sawing fortunes of the world’s major
economies from high inflation to a biting deflation-
ary crunch, connected to ongoing—or triggered
new—social and political crises. These were espe-
cially pronounced in countries that were defeated or

established as new nation states due to World War I.
First came the Spanish Flu pandemic, so named be-
cause the first case was identified in Spain in 1918.
It killed 50-100 million people, though it remains
unclear where the pandemic began. This and other
health challenges were exacerbated because so many
people were on the move as a result of the war and
its after-effects.* The end of the war did not bring an
end to health crises or to violence. The former terri-
tories of the Russian Empire were engulfed by civil
war. By the time it ended, the population had fallen
from 143 million to 134 million. Contemporaries were
deeply worried by the risks posed by typhus and tu-
berculosis. In 1916 the first major study of the history
of epidemic disease in wartime showed how soldiers
were more likely to die from contagious disease than
through enemy action and that epidemic disease
among soldiers sparked worse epidemics among the
civilian population.®

In 1920, in the former imperial capital city of Vi-
enna, one in four deaths was caused by tuberculo-
sis. Nutrition and living conditions were so bad that
local officials calculated death rates rivalling those
of the bubonic plague (called the Black Death) cen-
turies earlier, generally recognized as the deadliest
pandemic in human history. At the time new scien-
tific understanding, including the discovery of vi-
tamins and the role of minerals, made it clear that
food quality was as important as quantity to human
health. But many people around the world strug-
gled to get enough to eat, despite the fact that the
world suffered from agricultural overproduction that
caused commodity prices to slump after 1918. Some
60 million peasants in Eastern Europe, for example,
did not produce enough bread locally to get them
through the year and thus faced a persistent cycle of
rural undercapitalization, underemployment, mal-
nourishment and misery. The sense of crisis among
small-scale farmers and landless peasants in Asia
and Europe was amplified by apparent threats posed
by the emergence of industrial-scale food produc-
tion on the American and Australian continents and
the collectivization of agriculture in the Soviet Union
after 1927.

The crisis in rural communities was matched by
the crisis of joblessness in urban ones. Until the
late 19th century impoverished rural workers could
move to cities that were developing fast as a result
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of industrialization and urbanization or migrate be-
tween countries. But new migration controls intro-
duced before World War I and strengthened during
it locked labour markets behind national and im-
perial frontiers, and cities, too, struggled to absorb
rural poor people.® The danger of unemployment
—evident already in the 1920s as the world econo-
my adjusted from the dislocation of the war and the
move from heavy industry that characterized the first
wave of industrialization to a new focus on consum-
er industries—expanded into a full-blown crisis in the
Great Depression. No country was left untouched,
but the spectacle of large-scale destitution in the
United States—the world’s biggest economy, which
had roared in the 1920s—shocked informed publics
worldwide.

By the end of 1930s, observers were in no doubt
that the onslaught of these crises, which came in
quick succession, radicalized world politics. The
1920s and 1930s were rich in revolutions initiated by
the left and military putsches or states of emergency
on the right. But the record of these radical regimes
demonstrated that these administrations, too, had no
effective answer to the challenges facing human de-
velopment in a world where interdependence faced
new and rising barriers: currency controls, trade pro-
tectionism and strict limits on migration.

The inequality already endemic among different
people and social groups was given a dangerous and
immoral twist in fascist, nationalist and authoritari-
an regimes. They wanted to improve the standard of
living for people who they claimed as their own but
saw the resources from which improvement would
come as finite. Adolf Hitler, the German dictator,
saw himself as a Raumpolitiker, a spatial politician,
who demanded that the world be reshaped to match
the quest for Lebensraum, or living space. His Axis al-
liance with Italy and Japan was gripped by the battle
—it became World War II—for the “right sort” of
material, human and physical.”

Crisis served as an opportunity for radical leaders
of the Axis powers to introduce policies intended to
raise living standards for their selected people and
reduce them markedly for ethnonational and socio-
economic categories they identified as the enemy,
both within and beyond their national frontiers. Axis
leaders were determined to break their dependence
on other states and on international norms and to

control their own destiny. At the same time, beggar-
thy-neighbour policies, as contemporaries called
them, were not confined to dictatorships. They were
adopted by states everywhere in autarkic and iso-
lationist measures that left the world economy de-
pressed and set back human development.

Mutual help and institutionalized cooperation
addresses interdependence

Historians have long debated the degree to which
modern warfare plays a central role in the emergence
and consolidation of the modern state. Paradoxically,
major wars also make political leaders—regardless of
whether their countries are at war—acutely conscious
of the international context. As when Japan went to
war against China in 1937 and Germany attacked Po-
land in 1939, the nationalism that characterized pol-
itics after 1918 gave way to the internationalism of
war. It also set up new pathways to international co-
operation in managing global interdependence.

In World War II leaders of the Allied powers were
determined to see crisis as opportunity. The dom-
inant impulse was to learn from but break with the
past. This time, policymakers anticipated that there
would be substantial postwar challenges and prob-
ably crises. The League of Nations, the forerunner
to the United Nations, helped determine the basis
for cooperative discussions among Britain, China,
France, the Soviet Union and the United States,
among other powers. Its view was that the problems
of interdependence in a world of geopolitical rival-
ries “did not lend themselves to settlement by formal
conferences.”® Instead, it suggested, “the primary
object of international cooperation should be mutual
help ... above all, the exchange of knowledge and the
fruits of experience.”®

In contrast to World War I, the planning for peace
came early—as soon as the United States entered the
war in December 1941. In contrast to World War I,
too, when geopolitical questions around borders and
disarmament took priority, the focus after 1941 was
on economic and social issues. The move recognized
the importance of economic and social questions to
the prospects for human development and that the
needs of national economies had to be understood
and managed with those of the world economy. The
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first organization of the new United Nations was an-
nounced in 1943 at a meeting in Hot Springs, Virgin-
ia. The new UN Food and Agriculture Organization
was part of a new international will to jointly tackle
problems under the general heading of freedom from
want.!°

This was underlined in new and discrete
institutions—the International Bank for Reconstruc-
tion and Development (the World Bank), the Interna-
tional Monetary Fund, the United Nations Relief and
Rehabilitation Administration (intended to oversee
postwar reconstruction). A new organization was also
planned to address trade protectionism—it became
the General Agreement on Tariffs and Trade.

Although these institutions were new, they built on
pathways to cooperation established by the League
of Nations in 1919. At the start its focus was disarma-
ment and peace. But the interwar crises encouraged
new capacities in the organization, notably in relation
to economic, social and health questions—for exam-
ple, the World Health Organization, set up in 1945,
was an extension of the League of Nations Health
Committee. We often think of the League of Nations
as a failure because it was unable to prevent conflict
among member states. But the organization estab-
lished key ideas and practices to effect multilateral
cooperation that lived on in new global and regional
institutions." It also offered small and middling-size
powers an enhanced international platform. They
could be heard on terms of nominal equality with big-
ger powers that conventionally called all the shots.

After 1945 new stress on the need to manage and
support the economy for social good was matched
by the attitudes of governments that had new policy
tools and information at their disposal, demonstrat-
ing a new confidence in the world’s major states that

they could handle crises nationally and international-
ly and a recognition of the interdependence of global,
national and local stability. In 1945 the United States
was wealthier and stronger than it had ever been in
absolute and relative terms. In contrast to 1919, when
both the United States and the Soviet Union were
absent from the League of Nations, this time, both
countries committed to supporting new internation-
al institutions to promote cooperation. There was
strong agreement about the need to coordinate ef-
forts on an international and regional basis to avert
economic and social crises that, without cooperation,
would lead to disaster as they had after 1914 and 1937.

Power politics could still get in the way of cooper-
ation. Experts and policymakers were frequently di-
vided over the details of specific measures, and bitter
political disputes among China, the Soviet Union and
the United States in the 1950s and early 1960s lim-
ited cooperation on some questions. It also gener-
ated rival attempts to address common dilemmas,
with capitalism and communist powers competing
to support the modernization aspirations of parts of
Africa and Asia, for example. The history of mutual
independence in the face of crises during these two
postwar eras reveals that cooperation on specific ini-
tiatives was rarely the product of collective will. Rath-
er, as in the 1940s, individual people and groups with
big ideas promoted cooperation in ways that gave
people hope in the world’s darkest hours. The inter-
national organizations and practices they developed
recognized that societies and markets were mutual-
ly interdependent. The institutionalized world order
created after 1945 was not the product of consensus
or the end of argument. Instead, it reflected agreed
rules and understandings of the terms under which
conflict took place.’?

NOTES
1. Bogart 1920. 7. Overy 2021.
2. Zhvanko and Gatrell 2017. 8. League of Nations 1939.
3. Eichengreen 1992. 9. League of Nations 1939.
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SPOTLIGHT 2.2

Managing global interdependence to
advance human development

Humans are relational beings.! Social, economic and
environmental relations shape values, opportunities
and choices, implying that human development is a
function not only of what people have or can do but
also of how they relate to others, to the society they
live in and to nature. Throughout the lifecycle peo-
ple are embedded in social networks where they are
at times dependent on and at times interdependent
with others who influence opportunities, constraints
and wellbeing? (box §2.2.1). Social contexts and re-
lations also shape preferences and can lead to be-
haviours and practices that perpetuate social norms,
including harmful ones.® For example, strong gender
norms and biases against gender equality can influ-
ence women’s aspirations and discourage them from
pursuing certain types of careers or occupations.*
Social norms can also greatly influence attitudes
and behaviours in relation to nature and the planet
(chapter 4).°

The spillovers between social contexts and human
development outcomes can create vicious or virtu-
ous cycles.® For example, positive family relations
and supportive parents are key for early childhood
development,” which can later contribute to strong-
er education achievements that translate into high-
er earnings in adulthood.® Positive family and work
relations also contribute to better mental health and
wellbeing and “provide the conditions for the same
positive relations to be perpetuated in an individu-
al’s own parenting and other future relationships.”®
By contrast, human development inequalities and
deprivations can compound over one’s lifecycle and
into future generations.'® Scrutinizing these social ex-
ternalities in a systematic way may help unveil new
mechanisms for harnessing interdependence that
goes beyond correcting for market failures" (chap-
ter 4). For example, leveraging parental altruistic in-
stincts can extend solidarity and prosocial behaviour
beyond one’s immediate family.”? Even the existence
and influence of social norms on behaviour suggest

that these can be harnessed in ways that enhance
human development and the stewardship of nature.”

Relational wellbeing extends to the group, so-
ciety and even planetary levels—the focus of this
chapter. Leveraging humans’ hypersociability** and
ability to form bonds with each other has played a
pivotal role in facilitating cooperation and exchange
even between strangers, enabling the formation of
large-scale societies and complex economic systems.
Insights from evolutionary theory and cultural and
social psychology shed light on this trajectory (chap-
ter 4).5

This does not imply that cooperation is inevitable,
as countless examples of conflict and power strug-
gles demonstrate. Different societies, facing dif-
ferent constraints and contexts, have developed a
variety of mechanisms for cooperation,'® through so-
cial norms or codified in formal laws and regulations
(chapter 4). The insights do, however, reveal that
drawing on humans’ relational capacities to cooper-
ate and leveraging a “collective brain”V have been
important in fostering progress. Indeed, throughout
human history larger and more interconnected soci-
eties have been able to “sustain more complex tech-
nologies, languages, institutions and behavioural
repertoires.”

Knowledge and innovation have been powerful, per-
haps fundamental, drivers of human development.
Ideas build on each other and are combined in pro-
cesses that require people to work together.”” Engag-
ing with other people can facilitate the direct sharing
of ideas and enable indirect spillovers of knowledge,
particularly when it is concentrated geographically, ex-
plaining why cities provide fertile ground for new ven-
tures and technological advances.?® At the same time
global trade and long-distance connections enable
local economies to overcome production constraints
and natural endowment limitations, to support the
flow of ideas? and to tap into powerful forces of econ-
omies of scale and specialization. These connections
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Box S2.2.1 Relational and interdependent wellbeing

By taking relationships as morally significant, relational approaches shape our way of understanding wellbeing and
recognize the need for richer wellbeing tools and methods.! They do this by taking wellbeing as contingent on
the quality of our relationships with other people and with nature. More than this, relational wellbeing acknowl-
edges the way relationships feature within and across connected communities, including globally connected and
intergenerational relationships. In so doing, relational approaches provide a starting point for confronting global,
ecological and intergenerational challenges while also providing community perspectives to generate new solutions.

Relational frameworks extend the capabilities approach by highlighting how an individual’s wellbeing is consti-
tuted through the interplay of personal, social and environmental processes.? Relationships become critical for living
well—as means to or constraints on flourishing. Taking individuals as parts of a diverse network of social, cultural,
ecological and intergenerational connections, relationships are understood as not just means to living well but vital
for our identities too.

The wellbeing of humans, as relational subjects,® is not merely bound up with others, but informed by our vulner-
abilities, social needs and environmental dependency. By recognizing that our wellbeing is intimately bound up with
the health of the natural environment, we can come to understand how climate change affects not only our physical
health but also our mental health, social cohesion and cultural identity.*

Such approaches can be found in Indigenous communities worldwide. Relationships often provide a vastly inclu-
sive and multidimensional way of grounding and structuring the conceptual framework and territory for Indigenous
philosophies to take shape and evolve. Indigenous communities enact relationality under stewardship notions, such
as kaitiakitanga in New Zealand,® sumac kawsay and allin kawsay in South America,® Aloha and Malama Aina in
Hawai‘i” and Mabu liyan (and other notions that incorporate caring for country for Aboriginal and Torres Strait Island-
ers) in Australia.2 For many Indigenous communities these relationships are so profound that their loss may present
existential threats to their way of life (chapter 1). In Jonathan Lear’s Radical Hope, Crow Tribe Chief Plenty Coups
describes a sense of loss, identity and purpose felt across Indigenous groups in the face of disappearing landscapes
and biodiversity: “When the buffalo went away, the hearts of my people fell to the ground, and they could not lift them
up again. After this nothing happened.”®

Relationality is found in various feminist approaches across and between communities and disciplines,° in health
and ecological system thinking" and in local communities themselves too. By emphasizing the interconnectedness
and interdependence of human beings across borders and boundaries, these approaches provide different per-
spectives and innovations. They also foster a sense of global solidarity and help us cope with the uncertainty and
complexity of a changing world by fostering adaptability through learning, social support and relationship building.

Notes

1. This box greatly benefited from the contributions of Krushil Watene. 2. White and Jha 2023. 3. White and Jha 2023. 4. Allen and others 2023;
Grix and Watene 2022. 5. Grix and Watene 2022. 6. Watene and Merino 2018. 7. Ingersoll 2016. 8. Yap and Yu 2019. 9. Lear 2006, p. 3 10. Mur-
dock 2018; Teaiwa 2021; Underhill-Sem 2011; Yap and Watene 2024; Whyte 2016. 11. Jones 2019; Matheson 2022; Matheson and others 2020.

also foster learning, innovation and knowledge trans-
fers that can enable companies and places to up-skill
and increase productivity and income.?

Harnessing global cross-border connections and
leaning into cooperative capacities have brought a
lot of prosperity. Global cross-border flows expand-
ed economic opportunities and productivity growth,
with unprecedented increases in living standards for
millions of people.? International migration has con-
tributed to cross-cultural connections,? enrichen-
ing the world’s art, musical and cultural landscape.?®
Knowledge exchanges and international scientific col-
laborations have driven critical breakthroughs and ad-
vances in human health. For example, the discovery

of the human immunodeficiency virus (HIV) and its
treatments,? the recent development of Covid-19
vaccines” and the mapping of the human genome—
all relied heavily on cross-border collaboration.?

To continue harnessing the benefits of interdepend-
ence, we need to manage interdependence better and
to find ways of doing it without reverting exclusively to
barriers at national borders. Even though they may be
justified in some cases to manage the risks of hyperglo-
balization, they will not suffice to deal with the ways in
which global interdependence is being reshaped by hu-
mans’ planetary pressures and the digital transforma-
tions under way. Furthermore, the inward-looking and
protectionist actions advocated by many supporting or
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leading populist positions are also costly?*—and poten-
tially dangerous (spotlight 2.1). Trade fragmentation
can increase price volatility and heighten uncertain-
ty in global markets.*° Low-income economies, high-
ly dependent on international commodity trade, may
incur the largest welfare losses with the fragmentation
of global markets.* But even large high-income econ-
omies and regions are susceptible to welfare losses
under different geoeconomic fragmentation scenar-
i0s.* In contrast, place-based policies that comple-
ment, rather than replace, international cooperation
can spur economic development and support firms
and regions in harnessing the benefits of global inter-
dependence.® This might entail shifting local and re-
gional economic development policy approaches from
a logic of up-scaling of primary goods to manufactur-
ing to service exports, to investing in skills that allow
for moving from low- to high-value added activities
within global value chains.**

Going forward, the Anthropocene reality of a chang-
ing planet, in combination with large-scale economic
transformations and technological innovation, will
reshape and propel new patterns of interdependence.
In this sense our choice is not between global interde-
pendence and complete national self-reliance. It is be-
tween continuing business as usual or taking seriously
the challenge of building systems and institutions that
are resilient and adaptable to an evolving context.

The globalization of discontent calls for shifting
the approach to managing global interdependence.
Reduced global exchange and cooperation in favour
of isolated nationalism are unlikely to help us face the
challenges that arise from the current drivers of inter-
dependence. But neither is unregulated globalization
or hoping for a pure technological solution to chal-
lenges that span borders.*® In a globally interdepend-
ent world we need to identify and pursue our shared
problems and how to address them (chapter 3).

NOTES
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ﬁmn.g feature (Arnhart .1994) Much later, f§m|n|st scholar; haye stresseq 20. Bettencourt and others 2007; Fujita, Krugman and Venables 2001.
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tions of human life, such as caring for infants (see, among others, the 21.  The Ricardo and Heckscher—Ohlin models provide the foundations of the
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: Greenwald (2014), as well as Grossman and Helpman (1991), Hoekman,
2. Settersten 2018. Maskus and Saggi (2005) and Sturgeon (2008).
3. Hoff and Stiglitz 2016. 23. Bartley Johns and others 2015; Dollar and Kraay 2004; Winters, McCull-
4. Tabassum and Nayak 2021. och and McKay 2004.
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both nutrition and the quality of mother-child interactions (to foster cogni- 28. International Human Genome Sequencing Consortium 2004; Maxson
tive, language and psycho-social skills) led to approximately 40 percent Jones, Ankeny and Cook-Deegan 2018.
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carbon energy sources already exist and could be scaled, but polarization
and distrust can put up barriers to action.
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CHAPTER 3

Providing global public goods to
manage interdependence

Mismanaged interdependence imposes costs, or even
setbacks, to human development. But managing it can
be enhanced by framing it as providing global public
goods, such as global peace and climate change
mitigation, as explicit goals.

Applying a global public goods lens to the Covid-19
pandemic yields three key insights about enabling
better responses in the future. First, is for a range of
different types of global public goods, mechanisms
can be designed to address the bottlenecks for each
type. Second, what constitutes global public goods is
often a matter of choice, and providing them can bring
countries together. Third, institutions can be created
to enhance the provision of global public goods.
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A global public goods lens helps in better managing
global interdependence. It shifts us out of zero-sum
tribalism that the Report recognizes as a problem and
into a frame of mind that rightly matches shared ac-
tion to shared problems, without assuming that all
disputes will dissipate or that diverging interests will
not persist. It shifts our thinking from a defensive
fatalism or endless problematizing to recognizing
human agency, thus enriching clear-eyed, practical
conversations about and action on shared futures. In
mobilizing shared action, we not only stand a better
chance of doing better overall; we also stand a bet-
ter chance of not leaving people behind. The shift in
frame also opens our imaginations to lots of other po-
tential ways forward, and we can sift through those
options better and more systematically using what
we know about global public goods and what we have
learned about them—in research and in practice—
over many years. We save time, energy and resources
to get to better, more equal outcomes. And then—
success can breed success.!

A global public goods lens helps in understanding
features and patterns that may be shared across a
wide range of global challenges, and it can better pre-
pare the world to anticipate new challenges. It does
so by enabling a more systematic approach to iden-
tifying and addressing emerging challenges charac-
terized by interdependence, even ones we cannot
anticipate today.

¢¢ Managing interdependence can be enhanced
by framing it as reflecting the need to provide
global public goods, such as global peace and
climate change mitigation, as an explicit goal

The horrifying human toll of violent conflict, the
ravages of climate change, the reconfiguring of glob-
al trade, a new cycle of debt distress, the lives lost
to Covid-19—all make it clear that we live in a high-
ly interdependent world where physical and digital
things, from viruses to misinformation, quickly spill
across national borders. As we move further into the
Anthropocene, where humans drive planetary change
in unprecedented ways, we will have to respond to
economic, social and environmental challenges that
are planetary in scale. As the previous two chapters
demonstrate, global interdependence is being recon-
figured, and mismanaging it imposes costs, or even

setbacks, to human development. Managing interde-
pendence can be enhanced by framing it as reflecting
the need to provide global public goods, such as glob-
al peace and climate change mitigation, as an explicit
goal. This is already being taken up through proposals
to reform multilateral governance? and multilateral
development banks in order to broaden their man-
dates to support national contributions to global pub-
lic goods.?

What are global public goods?

We begin with a concrete example that schoolchil-
dren around the world learn about every year: knowl-
edge of triangles. Determining the length of the sides
of triangles has long been of concern to mathemati-
cians and philosophers, not to mention engineers and
builders. For instance, if we know the lengths of two
sides of a triangle, what can we know about the length
of the third side? It turns out that for specific kinds of
triangles, quite a lot. The Pythagorean theorem*—a
classic of geometry—gives us a rule to calculate the
length of the third side for right triangles. This rule
helps us understand other basic shapes, such as cir-
cles, and underpins much of what we can build in our
minds and in the real world.

The Pythagorean theorem, like much knowledge,
exhibits the distinguishing features of global public
goods. When someone applies the theorem, it does
not detract from anyone else in the world doing the
same. The theorem is used, and has been used, by
many people at the same time in construction, navi-
gation, mapmaking and numerous other activities.®
And it is very hard, if not impossible, to prevent any-
one from using the theorem® because it is not held ex-
clusively by a firm that controls the conditions for its
use. Nor is it circumscribed by the borders of a coun-
try with the sovereign power to decide how people
living in other countries can use it.”

These two characteristics—that use by one per-
son does not prevent someone else from using it at
the same time and that it is hard to exclude anyone
from using it—make the Pythagorean theorem a glob-
al public good.® So are all mathematical theorems in
the public domain, and so are other insights about the
natural world and about how economies and societies
function and change. In short, ideas and knowledge
in the public domain are global public goods.’
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Other global public goods include identifying
and containing diseases with global reach, mitigat-
ing climate change, preventing and containing the
spread of international financial crises, maintaining
international peace and fostering cybersecurity.’®
Some global public goods cannot be envisioned now
because we simply lack the knowledge to identify
them—in the same way that science and detection
technologies only recently made it possible to docu-
ment the depletion of the ozone layer or establish the
human cause of climate change.

¢¢ A global public goods lens is useful in
managing challenges or opportunities that spill
across borders. It is also useful in confronting
and redressing dangerous planetary change

Global public goods can also be created; they are
not always simply given. For example, through the
Montreal Protocol, the world is providing the global
public good of avoiding depleting the stratosphere’s
ozone layer, which shields all life from the sun’s
harmful ultraviolet radiation. Both technology and
social choice shape the conditions of production or
consumption that can determine whether someone
can be excluded.! For example, broadcast televi-
sion channels have the potential to reach anyone
with a receiving device, whereas cable television
(an alternative technology) channels are available
only to those who subscribe to a cable television
service (access was made excludable as a result of
a new technology and social choices on how to de-
ploy it).

There is often some discretion, given the state of
technology and the inherent characteristics of the
good in question, to determine through social choic-
es what is, or is not, a global public good. And some
technologies—such as those that sustain our digi-
tally connected world, allowing for the instantane-
ous sharing of information by practically all 8 billion
people living on Earth today—create conditions of
interdependence that can call for new global public
goods.” In the context of the Digital Revolution, this
includes what have been described as digital public
goods (box 3.1). Thus, providing global public goods,
often rightly framed as a problem to be solved, can
also be purposefully deployed to mobilize action to-
wards addressing shared challenges.”®

A global public goods lens is useful in managing
challenges or opportunities that spill across borders.
It is also useful in confronting and redressing danger-
ous planetary change.™*

Cross-border challenges and opportunities
as global public goods

The outbreak of a communicable disease that moves
across borders has negative spillovers that can be
managed through the global public good of commu-
nicable disease control. Global public goods always
involve international spillovers that reflect uncom-
pensated interdependence among countries (mean-
ing that one country makes decisions without regard
to the impacts that those decisions might have on
other countries).”

In recent decades spillovers with global reach have
been driven by policy choices (how much countries
allow for the flow of people, goods, services, finance
and information), by technologies (which determine
the cost, speed and ease of cross-border flows) and by
the way the two interact (see chapter 2). Even though
policies can constrain cross-border flows, technol-
ogy may make that hard (many people can easily
catch an airplane flight and share information glob-
ally over digital networks). But there are some global
public goods for which stopping flows at the border—
and managing them in that way—is not feasible: this
includes what can be considered planetary public
goods.

Planetary public goods: An emerging and
enduring class of global public goods

The reality that humans share a single planet with
one another and other forms of life, today and well
into the future, implies that processes of dangerous
planetary change can be framed through a global
public goods lens.’* Consider managing the global
commons, such as open-seas fisheries (spotlight 3.1).
The global commons are widely accessible resources
but are not global public goods! because their use by
someone implies that the resources extracted from
them are not available at the same time to someone
else, as with fishing on the open seas.! But restricting
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Box 3.1 Digital public infrastructure and digital public goods

Diane Coyle, University of Cambridge

As this chapter has noted, technologies are among the sources of promise and peril for the world in the years and decades
ahead. On the one hand digital public goods—open-source software, artificial intelligence (Al), standards and content—offer
opportunities for economics and social development, particularly for low-income countries.! On the other hand the rapid devel-
opment of generative Al in particular has led to concerns ranging from the proliferation of deep fakes and misinformation to a
potential destabilizing geopolitical arms race to advance and deploy Al. With the technology continuing to develop rapidly, this
is the moment when the future path for the world will be decisively shaped by actions taken now.

One of the areas in which the positive potential has begun to emerge clearly is in identity and payments systems, a technol-
ogy stack that has come to be known as digital public infrastructure. This consists of a system of identification (which can be
biometric), payments structures and data; a digital public infrastructure can be used not only for mobile payments but also for
delivering welfare benefits and other public and private services. The best-known examples are the India Stack, founded on
the identification platform Aadhar,? and Estonia’s X-road.® Several other countries have begun to adopt these platforms or to
digitize identity and public services using other solutions, and under India’s leadership the Group of 20 (G20) recently affirmed
a commitment to using digital public infrastructure for development.*

The initiatives are not without problems, including concerns about access for marginalized groups and errors or procure-
ment delays.® Digital public infrastructure should not be seen as a panacea; it is important to avoid techno-hype and to learn
from early failures. Nevertheless, digital technologies do offer new opportunities for development, just as the mobile and
broadband revolutions from the mid-2000s created economic possibilities for people and businesses in low- and high-income
countries alike. While the United Nations Development Programme has emphasized the importance of digital public goods for
moving towards the Sustainable Development Goals, the time has come to consider what aspects of digital technology should
become development goals in themselves and to engage in granular debate about appropriate policy environments.®

At the same time there is a need to ensure that future developments in Al, and in the supporting infrastructure of data centres,
undersea cables, chips and data, do not lead to a zero-sum arms race. In the current global environment generative Al and
advanced chip manufacture are too often seen only through a national security lens, an essential perspective but only part of
the global picture. There have been many international codes of Al principles in recent years—for example, by the G20 and the
Organisation for Economic Co-operation and Development (OECD)—but too little substantive, detailed debate about effective global
governance given the characteristics and affordances of the technology and the existing structures of market and political power”’

Notes

1. For definitions and examples of applications to advance development, see https://www.un.org/techenvoy/content/digital-public-goods (accessed 17
February 2024). 2. https://indiastack.org/ (accessed 17 February 2024). 3. https://e-estonia.com/solutions/interoperability-services/x-road/ (accessed
17 February 2024). 4. G20 2023b. 5. Howson and Partridge 2022. 6. UNDP 2023c. 7. On the G20, see https://www.mofa.go.jp/policy/economy/g20
_summit/osaka19/pdf/documents/en/annex_08.pdf; on the OECD, see: https://www.oecd.org/science/forty-two-countries-adopt-new-oecd-principles
-on-artificial-intelligence.htm (both accessed 17 February 2024).

the depletion of the global commons—for example,
avoiding depleting the ozone layer—can be framed as
a global public good.”” Some negative environmental
externalities such as cross-border air pollution can-
not be stopped at borders. Migratory birds fly across
countries and sometimes continents, interweav-
ing nature from different territorial demarcations.?
These examples of interdependence justify the
long-standing international management of environ-
mental challenges, as reflected in the growing num-
ber of multilateral environmental agreements, which
have accelerated since the 1980s.*!

Knowledge and awareness of some of these global
environmental externalities are increasing—enabled

in part by technologies for monitoring biophysical
flows and in part by scientific advances in under-
standing their interactions. For example, recent ad-
vances in hydrology have determined that water
cycles depend on what happens not only with surface
water (including rivers and lakes, with well-known
transboundary challenges) or groundwater (including
aquifers) but also with terrestrial moisture recycling
(moisture that enters the atmosphere via evapora-
tion or plant transpiration and travels with the wind
across countries and even continents, eventually fall-
ing as rain).? Terrestrial moisture recycling accounts
for 40 percent of annual precipitation on land—and
as much as 75 percent in some places.? So these are
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very important global processes in determining local
rainfall patterns, which can be crucial for supporting
agriculture or predicting floods and droughts. As an
example of the global interdependence associated
with moisture recycling, consider how tropical forests
contribute substantially to land evaporation global-
ly.** Deforestation in one region can reduce rainfall
in regions far away, with particularly serious implica-
tions for rainfed agriculture.”

¢¢ A planetary public goods lens, as part of a
broader global public goods lens, provides an
analytical framework that brings structure to

a wide range of challenges and opportunities
associated with global interdependence and can
be leveraged to mobilize action at multiple levels

Patterns of disruption of planetary biophysical pro-
cesses, including on global terrestrial moisture re-
cycling, are reaching an unprecedented speed and
scale.?® This suggests that we are living in an entire-
ly new geological epoch: the Anthropocene.” There
are, of course, better known manifestations of these
disruptions—including, most prominently, the deple-
tion of the ozone layer, climate change and threats
to the integrity of ecosystems and biodiversity, all
of which have been analysed through a global pub-
lic goods lens.? At-the-border policies can do little or
nothing to manage or restrict the spillovers associat-
ed with these disruptions, given that they emanate
from the reality of all humans living on a shared plan-
et. Planetary public goods are thus a special cate-
gory of global public goods, and the reality of the
Anthropocene will persist well into the future.?” So
providing planetary public goods is not only of crucial
importance today but also a challenge that will persist
for future generations.?® That includes considering
the biosphere (the thin layer of life that surrounds the
planet and in which we and our development are em-
bedded) a planetary public good. The provision of this
specific planetary public good could be assessed by the
extent to which the biosphere’s global integrity is pre-
served. The biosphere and its global integrity mediate
large-scale responses in the Earth system that could af-
fect its suitability for complex human societies.?

A planetary public goods lens, as part of a broad-
er global public goods lens, provides an analytical
framework that brings structure to a wide range of

challenges and opportunities associated with global
interdependence and can be leveraged to mobilize
action at multiple levels.?? Doing so requires adding
more structure to what is required to provide global
public goods beyond simply defining them.

What does it take to provide global
public goods? They are not created equal

Recall the Pythagorean theorem. How did this global
public good come about? Although attributed to Py-
thagoras, it was known hundreds, even thousands,
of years before Pythagoras to people living in Baby-
lon, Egypt and the Indian subcontinent.*® Once it be-
came known, as with ideas more generally,* it took
the form of a global public good. This simple exam-
ple shows that global public goods are ubiquitous and
plentiful, shaping how economic activity as well as
political and social life is organized.*® It also shows
that, despite being available for everyone, global pub-
lic goods do not benefit everyone equally.* For ide-
as,” such as the Pythagorean theorem, emanating
once in one country would be enough for the glob-
al public good to be provided.*® Many global public
goods are of this type, but there are other types of
global public goods for which the level of provision is
determined by the aggregation of country contribu-
tions in other ways.*

How country contributions aggregate to determine
the level of provision of global public goods

Global public goods can be classified as different
types, including by how the aggregation of individu-
al country contributions affects the level of provision.
There are many different methods of aggregation.*°
Three key types of global public goods are consid-
ered here, distinguished by their aggregation meth-
od: best-shot, summation and weakest-link (table
3.1). Different global challenges fit within each of
these three types, so by bringing a framework that
finds commonalities across issues that seem widely
disparate, a global public goods lens can tailor man-
agement of these issues without reinventing the
wheel every time. Learning from successful efforts
in managing global challenges in one area can inspire
responses in other areas that share similar features,
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Table 3.1 Recommendations for how to improve the

provision of different types of global public goods

Aggregation

Provision prognosis

Recommendations

Best-shot Likely to be provided Rich or dominant
(for example, if incentives are strong country fosters
scientific enough for the best provision, but
breakthrough) shooter to contribute multilateral institutions
can pool actions or
coordinate among
multiple potential best
shooters
Summation Tendency for Grants and loans
(for example, underprovision due are needed to foster
climate change to free or easy riding fairness, and multilateral
mitigation) because contributions institutions are needed
are perfectly to monitor and track
substitutable contributions
Weakest link More likely to be provided Capacity building is

(for example,
disease control)

if interests and capacities
are similar; if there is a
need to shore up poor
countries, free riding
concerns may emerge if
support is to be pooled

essential to enhance
the contributions of
those least able to
contribute; income
redistribution makes
provision more likely

across high countries; risk
of a “spoiler” blocking
provision

Source: Human Development Report Office based on Buchholz and Sandler

(2021).

in terms of how the aggregation of country contribu-
tions determines the level of provision of global pub-
lic goods.

Best-shot global public goods. When the contribu-
tion of the country that contributes the most deter-
mines the level of provision, we are in presence of
a best-shot global public good. Potentially only one
country is enough to fully provide a best-shot glob-
al public good. Consider an Earth-destroying aster-
oid. It needs to be diverted or destroyed only once
to protect everyone on the planet.* Though a seem-
ingly far-fetched scenario, one country, the United
States, is investing in the global public good of pro-
tecting the planet from this threat—and successful-
ly diverted the orbit of an asteroid, in a test of the
capabilities that might be required.*> The test was
done unilaterally, and if the world were to ever con-
front an incoming asteroid, presumably the country
would act alone in providing the global public good
of diverting it.** In a scenario where multiple coun-
tries have the interest and ability to contribute, the
country that contributes the most single-handedly
determines the level of provision of a best-shot glob-
al public good.*

Summation global public goods. Even if one country
were to unilaterally stop emitting greenhouse gases,
the atmospheric concentration of those gases would
still be determined by what all the others emit.*
Thus, stabilizing the concentration of greenhouse
gases (critical for climate stability) is a summation
global public good. Each ton of greenhouse gas emis-
sions is perfectly substitutable by the emissions from
any other country—that is, from the atmosphere’s
perspective it does not matter where emissions
reductions come from.* Unlike best-shot glob-
al public goods, the sum of the contributions from
countries—often, as in stabilizing the concentration
of greenhouse gases, from most if not all countries—
determines the level of provision of summation glob-
al public goods.

Weakest-link global public goods. Many more types of
global public goods associated with different ways of
aggregating country contributions could be explored,
but a third one merits special attention: when the
level of provision is determined by the country least
able to contribute. This is the case for communica-
ble disease control: even if all countries but one are
able to control the spread of the disease, the world
as a whole is left vulnerable to the threat, because a
disease outbreak can occur in the country with the
least ability to control the disease.*” This type of ag-
gregation corresponds to a weakest-link global pub-
lic good, since the country that contributes the least
determines the level of provision of the global public
good for the world as a whole. Other examples in-
clude the surveillance of a financial crisis that could
spread across countries.*®

When the country that contributes the
most determines the level of provision:
Best-shot global public goods

For best-shot global public goods, if at least one coun-
try sees that provision is in its interest and can con-
tribute what is required (making it the best shooter),
it will likely (but not inevitably) provide the global
public good when it has the resources to do so.* Be-
fore the creation of multilateral financial institutions
after World War II, the provision of international li-
quidity of last resort was a best-shot global public
good: it took only one country to be able and willing.>°
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If several countries are pursuing the provision of
the same best-shot global public good, coordinating
efforts to enable the best shooter or pooling efforts to
seek complementarities (through multilateral organ-
izations, for instance) enhances efficiency and often
the prospect of success.*

Best-shot global public goods are a double-edged
sword. They are likely to be provided when resources
are aligned with the interests of the best shooter, but
they leave the world vulnerable to a situation where
the best shooter is able but unwilling to contribute.
Thus, countries may be motivated to pool resourc-
es® for multilateral approaches that make the world
less vulnerable to a misalignment between the ability
and the willingness to contribute to a best-shot global
public good. Even then, higher income countries with
more resources and capacities are essential in provid-
ing best-shot global public goods, given the need for
concentrated action.

¢¢ Best-shot global public goods are a double-
edged sword. They are likely to be provided
when resources are aligned with the interests
of the best shooter, but they leave the world
vulnerable to a situation where the best
shooter is able but unwilling to contribute

It is possible to think of other ways of solving the
misalignment of ability and willingness to provide
best-shot global public goods. For example, a country
with enough resources to provide a best-shot glob-
al public good might be compelled to contribute as a
demonstration of leadership or by being responsive to
an appeal to conform with international norms. And
agents other than states—for instance, civil society
organizations and philanthropic foundations—can
play a key role in shaping those norms, both across
and within countries, so that countries with resources
do provide best-shot global public goods.*

When every country’s contribution adds cumulatively:
Providing summation global public goods

Countries pursuing exclusively their self-interest
typically face incentives to contribute little, or not
at all, to summation global public goods, because of
the possibility that some countries may free ride (not
contribute) or easy ride (contribute few resources).**

Thus, countries will tend not to contribute enough
to reach what would be collectively desirable for
the world.*® Since countries vary in both interests
and resources, these differences further exacer-
bate the challenge of providing summation global
public goods.

Diverse interests must be reconciled, and agree-
ment reached on how much countries will voluntarily
contribute. Fairness becomes paramount in shaping
agreement.> Addressing fairness may require inter-
national transfers or resources from countries that
have larger endowments or that have contributed
most to the problems, as with greenhouse gases in the
atmosphere, determined by current and past emis-
sions.”” Many negative impacts of climate change will
happen faster and with greater intensity in the regions
that have contributed the least to climate change.*®
And international transfers may be motivated not by
altruism but by a desire to redress injustices, which
may be required to enhance the prospects of wide-
spread contributions to a summation global public
good.” Global public goods often require new and
additional resources, and it is crucial that these are
not siphoned off from flows provided with a different
motivation, such as official development assistance.*®

When it all boils down to the country that contributes
the least: Providing weakest-link global public goods

In contrast to summation global public goods, the in-
centives look very different for weakest-link global
public goods. If all countries share similar interests
and resources, there is no incentive for any coun-
try not to contribute.®* Of course, countries’ endow-
ments and interests differ, so when interests are
shared, prospects for providing weakest-link global
public goods improve as resource inequality declines
across countries,®? providing a strong rationale for
international transfers of resources or capacities®®
from those that have them to those that do not.®* But
which better-endowed countries make the transfers
(box 3.2)? Richer countries may find themselves fac-
ing free-riding concerns—and thus incentives to not
contribute to these transfers. And perhaps counterin-
tuitively, the higher the number of rich countries, the
larger these free-riding concerns may be.®

As with best-shot global public goods, weakest-
link global public goods are also somewhat of a
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Box 3.2 What drives countries to contribute to global public goods?

Assumptions about human behaviour and their implications for how countries act in the international context shape
perspectives on prospects for the provision of global public goods, as well as proposed measures that could be put
in place to enhance their provision when those prospects are dim.' For example, some have argued that a hegemonic
country was needed to provide the global public good of an international lender of last resort during global economic
crises prior to the establishment of the Bretton Woods institutions.?

Given that countries generally act independently to preserve their autonomy (particularly with respect to security
concerns),® it is reasonable to assume that prospects for providing global public goods will have to be explored in a
context where the global community remains a system of politically autonomous states with diverse interests, prefer-
ences, resources and power, and thus heterogeneous willingness and ability to contribute to global public goods. It is
also reasonable to assume that countries try to anticipate and strategically react to other countries’ actions.*

To take a first pass at considering prospects for providing global public goods and ways to improve them when
needed, one can start from the assumption that countries will consider contributing to global public goods based
on the extent to which that contribution advances either their interests or preferences, constrained by the resources
available to them.® This narrow premise is relaxed later in the Report.

Notes

1. As argued for the behaviour of states more broadly in Kirshner (2022). 2. This is the argument put forward by Kindleberger (1986, p. 11), who
was sceptical of relying on rules during those periods: “Let me conclude by emphasizing once again my concern that politicians, economists,
and political scientists may come to believe that the system should be run at all times by rules, including regimes, not people. Rules are
desirable on trend. In crisis the need is for decision.” For arguments in the same vein, see Keohane (1984) and Axelrod and Keohane (1985).
3. Kirshner 2022. 4. This is what is assumed in most of the literature (Buchholz and Sandler 2021), including in Barrett (2003a), which is a
rare case where economic analysis and international relations theory are marshalled to explore the provision of global public goods. 5. This
is what Ruggie (1998) described (critically) as a neo-utilitarian premise.

double-edged sword. Imagine a country that de-
cides not, or is unable, to contribute to a weakest-link
global public good (not curbing the spread of inva-
sive species, not eliminating transnational terrorism
or criminal networks or not stopping nuclear arms
from proliferating). Then, the whole world is at risk.
A country that decides not to contribute to a weakest-
link global public good can act as a spoiler, impeding
provision for everyone.*

Applying a global public goods
lens to the response to Covid-19

Control of the transmission of the virus that causes
Covid-19 (SARS-CoV-2) can be viewed through the
prism of a weakest-link global public good: control
cannot be achieved until it occurs in every country.®’
So the country with the least ability to control the vi-
rus’s transmission determines the level of provision
of this global public good for everyone else. The prog-
nosis for providing weakest-link global public goods
is favourable when countries have similar interests
and resources, but the situation becomes more mud-
dled in a world beset by disparities in both. Apply-
ing a global public goods lens early in the pandemic

highlighted those challenges and potential remedies,
including the crucial importance of transferring re-
sources and capacity to countries less able to control
virus transmission.®®

Multiple global public goods are at play in address-
ing a pandemic. Several are not weakest-link glob-
al public goods, leading to some of the challenges in
provision that can be expected with other types of
global public goods.*® Since Covid-19 was caused by
a novel virus, these challenges were exacerbated by
scientific uncertainty, as well as policy ambiguity and
inconsistency.”® The pandemic response involved
providing weakest-link global public goods (con-
trolling virus transmission), summation global pub-
lic goods (pooling resources to shore up weak links)
and best-shot global public goods (the science behind
developing the vaccines, sequencing the genome of
the virus). Multiple challenges at multiple scales with
different agents made for a longer pandemic, with
highly unequal access to the vaccines and the lasting
human development effects documented in chapter 1
that burdened low- and middle-income countries in
particular.”* Explaining the challenges of providing
different types of global public goods may enable bet-
ter responses in the future.
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Thus, the underprovision of global public goods,
very costly globally, can also drive inequalities (spot-
light 3.2). The impact of the Covid-19 pandemic
should not have come as a surprise, given that the
failure to control the transmission of some global
communicable diseases results in the loss of lives,
the inability of people to lead healthy lives and huge
global economic costs.”? In contrast, the returns to
communicable disease control are very high, particu-
larly for the weakest-link global public good of disease
eradication. For the eradication of smallpox (certified
in 1979),7 the benefit-cost ratio was estimated to be
more than 100 to 1, and the benefits accrue in per-
petuity to future generations.” Not all communicable
diseases are eradicable,” but those that are (such as
polio) continue to inspire efforts by the international
community, precisely because the net benefits are so
high.”” Still, the weakest-link nature of disease erad-
ication can be cruel. Although two of the three wild
polio viruses have been eradicated (type 2in 2015 and
type 3in 2019),” polio eradication efforts have not yet
succeeded—and have missed several target dates—
because the third strain (wild polio type 1) persists in
only a few small areas in Afghanistan and Pakistan
and vaccine-derived type 2 continues to circulate.”

¢¢ The underprovision of global public goods,
very costly globally, can also drive inequalities

Three key insights emerge from the ensuing analy-
sis. First is the need to consider a range of different
types of global public goods with different aggrega-
tions and to design mechanisms that increase the
chances of addressing the bottlenecks for each type
of global public goods.®° Second is that what consti-
tutes a global public good is often a matter of choice,
and the need for the provision of global public goods
can be harnessed to bring countries together. Third is
that institutions can be designed and created to en-
hance the provision of global public goods.

80

Too little disease surveillance

A key global public good for communicable dis-
ease control is disease surveillance, which itself can
be considered a weakest-link global public good.®
Underprovision may result from countries lacking the

capacity to undertake surveillance. As of late March
2020, the World Health Organization (WHO) report-
ed that 30 percent of countries lacked a Covid-19 na-
tional preparedness and response plan, and only half
had national infection prevention and control pro-
grammes, as well as water, sanitation and hygiene
standards for health care providers.®

But countries may face incentives that work against
full disclosure of disease outbreaks to the internation-
al community, which can be exacerbated for a novel
pathogen for which pharmaceutical solutions are not
yet adequate.® Such incentives include fear of puni-
tive actions by others in the form of trade and travel
restrictions.®* These unilateral measures were taken
during the Covid-19 pandemic. For instance, South
Africa reported to the world the new Omicron variant
in November 2021, only to have several high-income
countries ban flights from South Africa.®® So, inequali-
ty in both resources and capacities—and in preferenc-
es to disclose outbreaks—worked against providing
the global public good of Covid-19 surveillance. And
measures that might have enhanced provision—
contributing resources and capacities to countries in
need and coordinating responses to the disclosure of
new variants in a predictable way—were often lacking.

Lack of equitable access to vaccines

To deliver equitable access to future pandemic vac-
cines in 100 days®® requires efficiently providing
best-shot global public goods associated with science
and technology and shoring up potential weak links
in surveillance and vaccine production capacity.®”
That potentially includes creating vaccine manufac-
turing hubs, such as the Partnership for African Vac-
cine Manufacturing under the auspices of the African
Union’s African Centres for Disease Control and
Prevention,®® and establishing a global treaty on pan-
demic prevention, preparedness and response under
the World Health Assembly.®

A global public goods account about how the ineg-
uity in access to Covid-19 vaccines unfolded can help
prepare better in the future (spotlight 6.3). For exam-
ple, the complex prognosis for providing weakest-link
global public goods helps in understanding what hap-
pened. To shore up countries with little surveillance
capacity and access to vaccines, the goal of achieving

HUMAN DEVELOPMENT REPORT 2023/2024



global disease control®® was invoked (“No one is safe, attract efforts in other countries to develop a vaccine
until everyone is safe” is the headline on the home-
page of the COVID-19 Vaccines Global Access, or

COVAZX, initiative®’). This argument could have pro-

for their own camp.!©?

¢ Development of the Covid-19 vaccines
was possible only because key best-shot
global public goods could be provided

vided incentives for high-income countries to finan-
cially support potential weakest links, but then these

countries confronted the free-riding challenge about
who should contribute and how much.?? Thus, al-
though each country had an incentive to contribute
to advance its self-interest, the need to pool resourc-
es turned the challenge into one with the characteris-
tics of a summation global public good—because each
country could free ride on the contribution of others.”
There was a manifest lack of coordination in imple-
menting predictable responses to reports of disease
outbreaks or new variants—not for lack of effort by
the WHO on several fronts, from guidance on travel
to support for disease surveillance. Much of this guid-
ance was ignored.®* Ethical and moral arguments,
some proposed with exceptional precision, failed to
influence country behaviour.”® The implications of
these actions by high-income countries still run deep
in the perception that many middle- and low-income
countries felt left behind and treated unfairly.”

The science enabling the Covid-19 response:
Best-shot global public goods were provided

Development of the Covid-19 vaccines was possible
only because key best-shot global public goods could
be provided. The most direct best-shot global public
good was provided by the scientists who sequenced
and published the genomic makeup of the SARS-
CoV-2 virus that causes Covid-19.”” The other best-
shot global public goods were the scientific findings
published in journals over at least two decades that,
among other things, demonstrated how the spike pro-
tein in coronaviruses was a prime target for at least
some types of vaccines—including the first to be li-
censed for Covid-19.”® Public funding for science un-
derpinned these best-shot global public goods, with
the US National Institutes of Health alone allocating
$17.2 billion to vaccine technologies between 2000
and 2019.”° But both ex ante and ex post coordination
challenges impeded the provision of Covid-19 vac-
cines as a global public good,°° despite advocacy to
do s0.1°! Some countries even actively attempted to

The development of Covid-19 vaccines was a re-
markable achievement—as the prognosis for pro-
viding best-shot global public goods should have led
one to expect. The capacities were concentrated in
high-income countries, home to almost two-thirds of
the Covid-19 developers as of April 2020, one month
after the declaration of the pandemic on 11 March
2020, most based in North America and Europe.!**
The capacities were aligned with interests, as well
as a large mobilization of public financing and wide-
spread agreement on the need to prioritize vaccine
efforts.’® Clinical development and approval of vac-
cines typically takes 5-10 years, with only 10 percent
of vaccine candidates receiving approval.l®® But as a
result of the massive public resources mobilized,*”
the first emergency use authorization for a Covid-19
vaccine by a stringent regulatory authority (the US
Food and Drug Administration, FDA) was issued on
11 December 2020, less than a year after the pan-
demic was declared (figure 3.1).108

Much of the public finance took the form of ad-
vanced purchase agreements by high-income coun-
tries that far exceeded those countries’ needs.!*® For
instance, the United States provided $29.2 billion in
public funds to purchase vaccines (from the start of
the pandemic up to March 2022), $2.2 billion to sup-
port clinical trials and $108 million to support manu-
facturing and basic and translational science.'® This
“advanced market commitment” has long been advo-
cated as a potentially powerful incentive for vaccine
and drug discovery and for technological innovation
more broadly.!!! This appears to have been the key
driver for private sector engagement in Covid-19 vac-
cine development, given the substantial de-risking
produced by the advanced purchase agreements.!'?

Institutions to facilitate global public goods

The response to Covid-19 involved pursuing best-
shot global public goods (understanding the science
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Figure 3.1 Authorization for Covid-19 vaccines was unprecedently fast

0 1 2 3 4 5 6 7 8 9 10 1Myears Total
Generic G Phase 1
vaccine G Phase 2 8.8 years until licensure
G Phase 3 10.3 years
Licensure
WHO
prequalification
Covid-19 @ Phases 1-3
(AZ/U-OX) Emergency Use Authorization >1.6 years
Ist authorization: Australia, January 2021; EMA (conditional), January 2021, FDA, na
Covid-19 trials were not conducted as sequential
Covid-19 @ Phases 1-3 steps as with historical trials, and the Covid-19 trial
(Novavax) . phases were combined to generate relevant data for >1.4 years
Emergency Use Authorization Emergency Use Authorization and licensure
Ist authorization: Canada, February 2022; EMA (conditional), December 2021, FDA, na
Covid-19 @B Phases 1-3
(Ffflzer- Emergency Use Authorization 1.3 years
BioNTech)

Ist authorization: Switzerland, December 2020; EMA (conditional), December 2020;
FDA, August 2021

EMA is European Medicines Agency. FDA is US Food and Drug Administration. na is not applicable. WHO is World Health Organization.
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Source: Wellcome Trust 2022.

behind vaccines, sequencing the genome of the
SARS-CoV-2 virus), summation global public goods
(pooling resources to shore up weak links) and
weakest-link global public goods (controlling the
spread of the virus). Multiple challenges at multiple
scales with different agents made for a longer pan-
demic with highly unequal access to vaccines and
with lasting economic effects that burdened low- and
middle-income countries in particular. Understand-
ing the challenges of providing different types of
global public goods with different aggregations might
enable better responses in the future.

In fact, a global public goods lens opens the pos-
sibility of enhancing the provision of global public
goods through institutions that reshape incentives,
provide information and transfer resources."* Many
different types of institutions—and even agents such
as civil society organizations and processes such
as social movements—can play these roles, at mul-
tiple scales,™ but four types of international insti-
tutions have a bearing on the provision of global
public goods:1*

« Multilateral organizations.''® By pooling resources
from countries, creating economies of scope and
reducing transaction costs, these organizations
efficiently support the provision of multiple global
public goods. They include the United Nations and
its specialized agencies, funds and programmes
(including the nternational Labor Organization,
the United Nations Environment Programme and
the WHO), as well as international financial insti-
tutions such as the IMF and the World Bank (which
are formally UN specialized agencies with auton-
omous governance). Multilateral organizations
can directly fund global public goods (the IMF
providing liquidity during a balance of payment
crisis) or coordinate actions among countries (the
WHO during health emergencies, the International
Criminal Police Organization—better known as
INTERPOL—in the case of transnational crime).

- International treaties.'’ Often negotiated under
the auspices of multilateral organizations, inter-
national treaties bring multiple services that sup-
port global public good provision: disseminating
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scientific information (to reduce uncertainty dur-
ing negotiations), convening negotiating parties,
and monitoring and fostering compliance after
treaties are ratified. Such treaties frequently sup-
port global public goods associated with managing
environmental spillovers.”'® Examples include the
United Nations Framework Convention on Climate
Change, the Montreal Protocol on Substances
that Deplete the Ozone Layer and the Convention
on International Trade in Endangered Species.
Effective treaties often must jointly provide more
than one global public good. For instance, an effec-
tive climate treaty might need to provide at least
two global public goods: climate change mitigation
as well as new ideas and technologies that lower
mitigation costs.!® A treaty on pandemic preven-
tion, preparedness and response might also need to
provide several global public goods, as is currently
being considered.!?°

Clubs. Countries can form clubs when it is possible
to exclude nonparticipants from the benefits of
global public goods.'* The incentive structures of
clubs—given the enhanced prognosis for provision
associated with them: excludability implies that
free riding is not a concern—make them relevant
for enhancing global public good provision.'??
International regimes. Global transport and com-
munication regimes provide global public goods

that enable maritime trade and electronic tele-

communications, often under the jurisdiction of

multilateral institutions, such as the International

Maritime Organization or the International Tele-

communication Union.

These institutions are being mobilized to draw les-
sons from the Covid-19 pandemic and enhance the
response to future pandemics. The lessons from the
pandemic point to the need for very high ambition:
the global resources needed for pandemic prepar-
edness and response over 5-10 years are estimated
to be in the hundreds of billions of dollars.’?® But the
benefits would also be extremely high,'** as the loss
of lives and livelihoods and the economic toll of the
pandemic made clear (chapter 1). The benefits from
pandemic vaccines go well beyond health alone.®

The analysis in this chapter emphasizes how insti-
tutions that reshape incentives, information and re-
sources can enhance the provision of global public
goods when countries are assumed to be advancing
their interests. As we move into part II of the Report,
chapter 4 explores further insights continuing with
this premise but also presents a wider vista on poten-
tial determinants of collective action. That enlarges
the scope for potential interventions to enhance col-
lective action. It also reveals the crucial importance
of looking within countries to the emerging patterns
of political polarization.
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SPOTLIGHT 34

The global commons of ocean fisheries

84

Scott Barrett, Columbia University and London School of Economics

About one-third of the world’s ocean fisheries are
overfished (figure S3.1.1). A major reason for this is
the underlying property rights regime: under inter-
national law all countries may exploit these resources
on the high seas.! As Garrett Hardin says in his classic
article, “The Tragedy of the Commons,” if a resource
is held in common, all potential users have an incen-
tive to exploit it without regard to the effects on the
others. “Freedom in a commons,” he says, “brings
ruin to all.”?

A clear example of ruin is collapse of the formerly
superabundant cod fishery in the northwest Atlantic
Ocean. However, overexploitation short of collapse
also results in big losses. If exploitation were reduced
in the short run, stocks would rebuild. Annual net
benefits in the long run could increase from $3 billion
to $86 billion.?

What to do? If overexploitation is caused by the re-
source being held in common, the obvious remedy
is to change the access rules. In the 1970s the world
took a major step in this direction by establishing
an entirely new property right, Exclusive Economic
Zones (EEZs). EEZs extended every coastal state’s
exclusive right to manage fishery resources from 3
miles from shore (the old territorial sea) to 200 miles
(at the same time EEZs were established, the ter-
ritorial sea was extended from 3 miles to 12 miles).
Because most fisheries are found in this zone, the cre-
ation of EEZs eased overfishing at a stroke.

Unfortunately, EEZs, by themselves, cannot elim-
inate overfishing. Some fisheries overlap different
EEZs. Some straddle EEZs and the high seas. Some
are highly migratory. Finally, some fisheries are ex-
ploited only in the high seas. Another problem is that

Figure S3.1.1 About one-third of the world’s fishery stocks are overfished
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some coastal states lack the capacity to regulate ac-
cess to fisheries within their EEZs.

Two radical proposals

What more can be done? The Global Oceans Com-
mission (GOC 2014), inspired by research by White
and Costello (2014), has proposed closing the high
seas to fishing. Fisheries economist Rognvaldur Han-
nesson has proposed extending today’s EEZs to their
maximum extent, eliminating the high seas entirely.*
These are radical proposals. Will they help?

The first thing to note is that neither proposal is
ideal. Neither would have any effect on fisheries
found only within existing EEZs, where 96 percent of
the commercial catch is taken.> Also, neither is suited
to addressing exploitation of the only species caught
exclusively in the high seas, the Antarctic tooth-
fish (also known as the Chilean sea bass). Territorial
claims to Antarctica are disputed, making extension
of such claims contentious. Moreover, and rather ob-
viously, closing these waters to fishing would mean
zero profits, not higher profits.

Though neither proposal could sustain an ideal out-
come, either or both might improve the status quo.
Both would likely reduce harvests of highly migrato-
ry and straddling fisheries by blocking exploitation
by distant water states (except through access agree-
ments with coastal states). However, neither proposal
would eliminate the common property problem that
exists among coastal states. In addition, both pro-
posals would restrict coastal states’ access to at least
parts of the existing high seas, raising fishing costs. It
is possible, and perhaps even likely, that both propos-
als would be worse than the status quo.°

Regional seas

Versions of the two proposals have already been im-
plemented on a regional scale.

All six coastal states on the Black Sea claim an EEZ,
fully enclosing this small regional sea.” Similarly, all
nine states on the Baltic Sea claim an EEZ, fully en-
closing it. Until recently, the Mediterranean Sea was
mainly open. For example, though France claimed
an EEZ in the Atlantic Ocean in 1972, it did not

claim one in the Mediterranean until 2012. Similarly,
Spain claimed an EEZ in the Atlantic in 1978 and in
the Mediterranean in 2013. Italy claimed an EEZ in
2021. Many claims in the eastern Mediterranean are
motivated by an interest in developing natural gas
resources. Several areas are disputed. Not long ago,
states on the Mediterranean refrained from claim-
ing an EEZ out of concern that it would only stimu-
late others to do so, restricting where the fleets of all
states on this regional sea could fish. The equilibrium
has now been broken. As the breadth of the Mediter-
ranean is less than 400 miles in every direction, this
regional sea is now fully enclosed. The effect of this
change in property rights on fisheries conservation
and rents has yet to be determined.

In 2010 in the Western and Central Pacific Ocean
the eight Parties to the Nauru Agreement blocked
access by purse seiners to high seas areas surround-
ed by their EEZs by making access to their EEZs con-
tingent on states not fishing in the high seas pockets.®
Because the surrounding EEZs are much larger than
the high seas pockets and fishing exclusively in the
high seas pockets is uneconomic, this move proved
an effective deterrent. However, closing high seas
areas only increased fishing in the adjacent EEZs and
did not demonstrably help fisheries conservation.’

Closing these high seas pockets was made possible
by an accident of geography: the leverage enjoyed by
mainly small island states having adjacent EEZs. By
contrast, the two radical proposals noted above would
require a change in international law. A question not
addressed by Hannesson or the Global Oceans Com-
mission is how their proposals would come to be ac-
cepted in law.

Property rights established in customary law

We are used to grand ideas such as enclosure of the
seas and closure of the high seas being achieved by
international negotiations leading to adoption of a
new treaty. But even though EEZs emerged as the
United Nations Convention on the Law of the Sea was
being negotiated and are codified in that agreement,
this new property right was recognized as applying in
customary law long before the Law of the Sea entered
into force. The two radical ideas for changing exist-
ing property rights arrangements would also need to
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be established in customary law. The reason is sim-
ple: treaties apply only to the countries that consent
to be bound by them. A country can thus easily avoid
being bound by a new rule established in a treaty by
choosing not to participate in the treaty. By contrast,
customary law applies universally. Though the Unit-
ed States has not ratified the Law of the Sea, it accepts
that EEZs apply in customary law.

However, compared with treaties, customary law is
an inscrutable institution. Custom is not negotiated
explicitly. Nor does it require the explicit consent of
individual countries. A customary law exists if states
behave in accordance with the law—and do so in the
belief that they are legally obligated to.°

Because custom is founded on beliefs, some schol-
ars of international law have questioned wheth-
er it exists, let alone whether it has had any effect.”
Does custom really shape behaviour, or is custom
just a name given to behaviours that reflect national
self-interests?

One way to know whether custom exists and has
real effects is to identify situations in which a country
would be better off deviating from a customary rule
yet refrains from doing so (again, because it believes
doing so would violate international law). The Grand
Banks, a famously rich fishing ground off Canada’s
eastern shore, protrudes beyond the country’s 200-
mile EEZ in two places, the “Nose” and the “Tail” (a
nearby third area, the Flemish Cap, lies entirely out-
side the EEZ). If custom merely codified actions that
reflected national self-interest, Canada would have
claimed an extended EEZ in these areas. We know
this because, Canada and the European Union, espe-
cially Spain, previously clashed over fishing in them.
In 2002, after years of overfishing by foreign fleets,
a Canadian parliamentary committee investigated
whether Canada should assert unilateral control over
these areas. Despite its obvious self-interest motive
for doing so, the committee recommended against
the change, reckoning that other countries would op-
pose it.”? Canada’s adherence to the 200-mile limit
is thus strong evidence of customary law’s sway over
state behaviour.

More broadly, globally, unauthorized fishing is
80 percent lower just inside EEZs than just outside
them.” This strongly implies both that coastal states
are enforcing their existing EEZs (presumably, be-
cause the EEZs are valuable to them) and that they

could profit by extending their EEZs even further.
But under customary law, a state can legally extend
its EEZ only if others agree with the change, which is
likely to cause others to extend their EEZs. Though a
state would clearly gain by extending its EEZ unilat-
erally, it might ultimately lose when others extended
their EEZs as well. Custom has a restraining influ-
ence on behaviour.™*

So far, countries have shown little interest in assert-
ing either of the radical proposals at the global level.
But they have deviated from the rule of freedom on
the high seas in one special case.

Under the Law of the Sea, “states of origin” of an-
adromous species—salmon, which spawn in inland
waters—are recognized as having a “primary interest
in and responsibility for such stocks.” States may fish
for salmon but “only in waters landward of the outer
limits of the exclusive economic zones.” Because this
provision is accepted by consensus and reinforced by
state practice, “the customary international law of
freedom of fishing no longer affords any right to har-
vest [anadromous species] without the agreement of
the state of origin,” effectively banning directed fish-
ing for salmon in the high seas.”®

Salmon are found in both the North Pacific and
North Atlantic Oceans but are harvested in the high
seas only in the North Pacific.!'® Because salmon
move through the EEZs of different states of origin
in the North Pacific, the ban transforms what would
have been an open access resource into a resource
owned in common by states of origin only. By limiting
the number of countries with access to the fishery, the
ban likely lessens overexploitation. It also likely aids
efficiency because efficient management requires tar-
geting “specific species, specific age groups, and indi-
vidual runs,” which is possible only “at the time the
fish approach the state of origin and segregate them-
selves for the return to their rivers of origin.”V Also,
the fish at this point are of maximum size and congre-
gate in large numbers. Finally, to ensure sustainabili-
ty, inland waters must be protected for spawning. By
giving states of origin special rights to fish for these
species, the high seas ban also gives these states an
incentive to safeguard access by salmon to their
spawning grounds. For salmon, a prohibition on high
seas fishing clearly enhances efficiency.

Why was this exception allowed? When the Law of
the Sea was being negotiated, the only states to make
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proposals for anadromous species were Canada, Ire-
land, Japan, the Soviet Union and the United States—
all states of origin. Moreover, no states protested
states of origin having a special claim to anadromous
stocks,'® even the states with the most to gain from
high seas fishing (Japan in the Pacific Ocean and Den-
mark, custodian for Greenland and the Faroe Islands,
in the Atlantic Ocean). This situation did not apply to
fisheries in general.

Nothing stops countries from enclosing the high
seas or from closing them to fishing under custom-
ary law. Indeed, theory suggests that states will do so
when it enhances efficiency.”” States might not have
embraced either radical proposal because they re-
main unconvinced that it would solve the overfishing
problem.

Cooperative agreements established in treaty law

How to overcome overfishing? To Garret Hardin,
there is only one solution: “mutual coercion, mutually
agreed upon by the majority of the people affected.”?°
This solution, however, presupposes that a demo-
cratic institution exists with the power to impose and
enforce an outcome. Such institutions exist at the na-
tional level—but not at the global level. Moreover, it
is hard to see how such an institution could emerge.
After all, the territorial sea is an extension of a coastal
state’s land-based territory, and an EEZ is an exten-
sion of that state’s territorial sea. A more limited pro-
posal would give the exclusive right to fish on the high
seas to a single party, a global high seas fisheries or-
ganization. However, most high seas fisheries overlap
with EEZs, and there are good reasons for managing
fisheries as coherent units—the logic of regional fish-
eries management organizations.

Elinor Ostrom agrees with Hardin’s diagnosis of
the reasons for the tragedy of the commons but dis-
agrees strongly with his conclusion of the need for a
centralized solution.?! To Ostrom, if users of a com-
mon property resource lose from overexploitation,
they have an incentive to cooperate to avoid over-
exploitation. Indeed, Ostrom provides numerous
examples where cooperation has succeeded, but
they are all at the local level. In a later paper, Os-
trom and co-authors recognize that cooperation at
the international level is harder.?? They give several

reasons for this, but one stands out: the rule of “vol-
untary assent to negotiated treaties.”?® As noted pre-
viously, under international law countries are free
to enter into cooperative agreements or not as they
please. Treaties, including treaties that establish re-
gional fisheries management organizations, must be
self-enforcing.*

The most critical issue for successful treaty design
is participation: how to get all countries wishing to
exploit a fishery to join the agreement. The Law of
the Sea tries to do this by requiring that states estab-
lish regional fisheries organizations for the purpose
of managing a fishery. The UN Fish Stocks Agree-
ment goes further. Article 7 says that “coastal States
and States fishing on the high seas have a duty to
cooperate,” and Article 8 says that these states shall
satisfy “their duty to cooperate by becoming mem-
bers of [a regional fisheries management organiza-
tion (RFMO)].” Critically, Article 8 also says, “Only
those states which are members of such an organi-
zation.... Shall have access to the fishery resources
to which those measures apply.” In other words, if a
country wishes to exploit a fishery, it must become
a member of the cooperative enterprise established
to manage the fishery. The problem here is that this
requirement applies only to countries that choose
to participate in the Fish Stocks Agreement. The
Global Oceans Commission called for universal rat-
ification of this agreement, but urging participation
does not create an incentive for participation.? Se-
lective trade measures can help in some instances,
but the freedom to exploit a fishery should ideally
be coupled in customary law with the obligation to
participate in the organization that manages the
fishery.

However, if too little participation is a problem,
so is too much participation. If all the countries ex-
ploiting a resource participate in an agreement that
sustains their full cooperation, their success will en-
courage entry, weakening their incentive to coop-
erate in the first place. The Fish Stocks Agreement
says that states having a “real interest” in a fishery
may become members of an RFMO, but who gets to
decide which states have such an interest? The Law
of the Sea answered this question for salmon but not
for fisheries in general. A second need for custom-
ary law is thus to limit access. REMOs could address
equity concerns by charging a fee for access to high
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seas areas within their territories (such as the Nose
and Tail of the Grand Banks, and the Flemish Cap,
all three of which are situated within the territory of
the Northwest Atlantic Fisheries Organization) and
distributing the revenue to all countries, including
nonparticipating countries, according to an agreed
formula. The high seas were determined to be free at
a time when fisheries were believed to be available in

Conclusion

Overfishing is a persistent and growing problem for
which there is no simple remedy. Property rights solu-
tions, established in customary law, and regional fish-
ery management organizations, established in treaty
law, both help. But each on its own falls short of sustain-
ing an efficient outcome. Further progress will likely

limitless supply. come from advancing both approaches in combination.
NOTES
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SPOTLIGHT 3.2

Assessing the net benefits from global
public goods and their distribution

Ronald U. Mendoza and Jurel Yap, Ateneo Policy Center, School of Government, Ateneo de Manila University

A six-step framework can be used to assess the net
benefits from providing global public goods, as well
as the distribution of those benefits.! Identifying the
social, economic and other benefits (or costs) of ad-
equate global public good provision can improve un-
derstanding of whether and to what extent different
countries might support stronger international coop-
eration around certain global public goods.

Methodology

Step 1: Characterize current provision

Setting a clear benchmark for adequate provision is
the first step in assessing a global public good. For ex-
ample, in eradicating a communicable disease, the
global public good can be deemed adequately provid-
ed when the disease is completely eliminated from
nature. Given measures of disease exposure in a pop-
ulation (ranging from O percent to 100 percent, for
example), one can then assess the extent to which this
global public good has been provided. Other glob-
al public goods may require an alternative approach.
For example, for trade facilitation in the context of a
multilateral trade regime, bringing all countries that
are below a certain benchmark (say, the median) up
to that benchmark might be a practical target for ade-
quate provision.

Step 2: Establish the global costs (or
benefits) of current provision

Assessing the full range of costs associated with
underprovided global public goods may not always
be possible, particularly if data on certain aspects of
these costs have not yet been developed. Neverthe-
less, it is usually possible to estimate at least some of
the largest costs to provide a basis for policy action.

For example, disease eradication could reduce social
and economic costs too myriad to map in their entire-
ty, but existing health data could be used to estimate
the years of healthy and productive life lost due to
disability and early death stemming from a disease.
Reducing a disease burden by some amount could
then be associated with an estimate of the benefits
gained.

Step 3: Assess the global costs
of corrective actions

Different global public goods have varying provi-
sion technologies. Adequately providing some global
public goods may depend on the success of the least
capable contributor (often called the weakest link).
Countering international terrorism is an example,
as it depends on the efforts of the country facing the
most challenges in controlling its borders. But some
global public goods such as vaccine development and
discovery depend on the country or stakeholder with
access to the right technology and the strongest sci-
entific capabilities (called the best-shot). The cost of
corrective action can then be estimated based on the
required inputs and the nature of the provision tech-
nology for a global public good, as well as the bench-
mark for adequate provision.?

Step 4: Evaluate the global benefits
from corrective actions

As noted earlier, estimating the costs of underpro-
viding some global public goods offers an intuitive
estimate of the potential benefits (from costs avoid-
ed) from adequate provision. But other global public
goods offer completely new benefits that can be en-
joyed across borders. For example, the multilater-
al trade regime could be expanded to allow for new
value creation and facilitate new sources of global
economic growth. Such institutional developments
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might also have social and economic costs due to
their disruptive side effects (hence the next steps in
assessing the net benefits as well as their distribution
across countries and stakeholders).

Step 5: Indicate the likely global net
benefits from enhanced provision

Based on the previous steps, it should be possible to
juxtapose the benefits from adequate provision of a
global public good against the costs. In some cases
adequate provision of a global public good averts
costly outcomes, whereas in others the result is en-
hanced human welfare and new sources of economic
growth. Both count on the benefits side of adequate
provision of global public goods as described earli-
er, and in many cases indirect benefits are not yet
factored in. For many global public goods these fig-
ures of new benefits or benefits expressed as averted
costs easily outweigh the costs of adequate provision,
hence motivating—at least on the whole—the ration-
ale to cooperate across countries.

Step 6: Describe the cross-country distribution
of net benefits from enhanced provision

A final step in the methodology clarifies the inter-
ests of each country involved in providing the global
public good. When the net benefits to a country are
high, it will likely support the adequate provision of
the global public good, but it could decide to free ride
from other countries attempting to provide the global
public good. This is possible if inputs across countries
are interchangeable (such as reductions in carbon
emissions). For some global public goods with nonin-
terchangeable inputs, each country’s inputs are need-
ed for adequate provision, so expected net benefits
should be positive. And when the net benefits are low
or even negative for countries whose cooperation is
needed for adequate provision, this step helps clarify
how international cooperation mechanisms could ar-
rive at fair and stable outcomes—such as by introduc-
ing compensation and capacity-building mechanisms
to finance and support participation. These burdens
could be shouldered by the countries that stand to
gain the most and that can pay for adequate global
public good provision. Such a financing mechanism
is not necessarily the same as foreign aid—rather it

facilitates compensation to enhance international
cooperation.?

Applications

Applying the methodology to five global public
goods—eradicating smallpox, eradicating polio, ad-
equately providing the multilateral trade regime,
promoting climate stability and promoting faster
recovery from pandemics—highlights not only the
global nature of net benefits to be derived from their
provision but also the underlying distribution of net
benefits, which might motivate international cooper-
ation to provide these or other global public goods.

Eradicating smallpox

Smallpox has been completely eradicated, with no
reported infections worldwide. The World Health As-
sembly officially declared the eradication of smallpox
in 1980. Retrospective measurements suggest that
the global cost associated with eradicating smallpox
was $300 million (in 1967 US dollars). Developing
countries contributed $200 million, industrial coun-
tries, $100 million.* Since 1980 the annual global
benefits have been estimated at $1.42 billion, with
$1.07 billion allocated to developing countries and
$350 million to industrial countries.® Smallpox erad-
ication has resulted in a substantial global net present
value benefit of approximately $80 billion ($1.42 bil-
lion a year from 1966 to 2022). Developing countries
have received about 75 percent of these net bene-
fits, industrial countries, about 25 percent. The over-
all benefit-to-expenditure ratio for global smallpox
eradication stands at 159:1.

Eradicating polio

As of 2023, polio eradication efforts remain insuffi-
cient, with around 99.9 percent progress since the
programme’s inception in 1988.” In 2022 the primary
poliovirus strain (WPV1) was identified in only three
countries, Afghanistan, Mozambique and Pakistan,
resulting in 30 cases that year.® According to the lat-
est estimate from 2021, the direct global cost of erad-
icating polio from 1988 to 2018 is projected to exceed
$34 billion (in 2019 US dollars).® Assuming successful
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eradication by 2023, the global net present value ben-
efit is an estimated $61 billion, and the anticipated
global net benefit from 1988 to 2029 is an estimated
$28 billion. This figure is notably lower than previ-
ous estimates due to the delays encountered in erad-
ication efforts. Low-income countries are expected
to receive around $8 billion in benefits and lower
middle-income countries around $21 billion, while
other countries are projected to lose $1-$2 billion in
costs.!® Low- and lower middle-income countries
would be the main beneficiaries of polio eradication,
while most of the cost burden (approximately 60 per-
cent) would fall on lower middle-income countries."

Adequately providing the multilateral trade regime

Technology creation and diffusion have become cen-
tral in international trade discussions, particularly
given recent trade frictions on the technology front.!
Goes and Bekkers (2022) explore the potential effects
of increased and persistent large-scale geopolitical
conflicts between different trade blocs on economic
growth and technological innovation. Another way to
view this type of study is to consider decoupling and
economic dis-integration scenarios as de facto delib-
erate underprovision of the multilateral trade regime.
So, the corrective action would be to (at least) avoid
the decoupling and preserve the status quo welfare
levels established in the baseline (no decoupling)
scenario.

Using a multisector multiregion general equilib-
rium model with dynamic sector-specific diffusion,
their modelling shows that decoupling the global
trading system into two blocs would reduce global
welfare in 2040 by about 5 percent (compared with
the baseline scenario). The largest losses would be
offset by positive technology spillovers from trade
benefitting low-income regions. In scenarios with
full decoupling and retaliatory tariff hikes across two
main trade blocs (Eastern and Western), the welfare
effects are asymmetric. Western bloc countries would
experience losses of 1-8 percent compared with the
baseline scenario, while Eastern bloc countries would
experience losses of 8-12 percent. So, the distribu-
tion of net losses from decoupling—tantamount to a
deliberate underprovision of the multilateral trade
regime and a regression towards trading blocs—is
skewed against low-income countries with lower

productivity, which would likely belong to the East-
ern bloc.

Promoting climate stability

Climate stability, which aims to stabilize greenhouse
gas concentrations in the atmosphere to prevent dan-
gerous human interference with the climate system,
remains inadequately addressed. This global public
good requires international cooperation to avert and
mitigate the risks of climate change. In one example
of how benefits significantly outweigh the costs of cli-
mate change mitigation, Yang, Meng and Suh (2023)
examined stranded fossil fuel costs and the associat-
ed financial losses incurred by fossil fuel industries
and related sectors due to the abandonment or de-
valuation of their assets. They estimated the cost of
abandoning fossil fuels at $19 trillion, which presents
a considerable economic challenge, primarily for fos-
sil fuel-dependent countries. However, this cost is
outweighed by the substantial benefits from climate
change mitigation efforts, totalling $63 trillion glob-
ally by 2050.

The net benefit, calculated at $45 trillion global-
ly, emphasizes the economic and environmental ad-
vantages of collective global efforts to lessen global
dependence on fossil fuels and switch to cleaner en-
ergy sources. The distribution of the net benefit falls
disproportionately to developing countries, even as
many low-income countries are likely to need assis-
tance managing the transition (see table S3.2.1 for a
further breakdown).

Preparing for pandemics

SARS (first identified in November 2002), MERS
(first identified in June 2012) and COVID-19 (first
identified in December 2019) suggest that coun-
tries should indeed prepare in advance for pandem-
ics that are likely to manifest. Recent calculations by
Glennerster, Snyder and Tan (2022) reveal that glob-
al losses from pandemics could reach $700 billion a
year, with losses based on mortality, output contrac-
tions and human capital losses. They also estimate
that investing about $60 billion upfront to expand
production capacity for vaccines and other supply
chain inputs for pandemic response, with an addi-
tional $5 billion a year thereafter, could help ensure
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Table S3.2.1 Summary of global public good assessments: Five cases

Global public good

Estimated costs of corrective action

Status Overall

Disaggregated

Smallpox eradication (figures are in
1967 US dollars; see Barrett 2004)

Fully eradicated since 1980 - $300 million (one-time cost)

- Industrial countries:
$100 million (one-time cost)
- Developing countries:
$200 million (one-time cost)

Polio eradication (figures are
cumulative from 1988 to 2029 in
2019 US dollars; see Thompson and
Kalkowska 2021)

99.9 percent eradicated as - $53.5 billion

of 2023

- Upper middle-income
countries: $10.6 billion

- Low- and lower middle-
income countries:
$42.9 billion

Multilateral trade regime (figures
are based on a model analysing
dynamic effects from trade, with

a focus on technology, and the
potential effects of increased and
persistent large-scale geopolitical
conflicts between different trade
blocs on economic growth and
technological innovation; see Gées
and Bekkers 2022).

At risk of underprovision due na
to protectionist strategies and
trade wars in recent years

na

Climate stability (figures refer to na - $19 trillion in stranded asset > High- and upper middle-

the results of addressing stranded costs income countries:

fossil fuel costs; Yang, Meng and $17.7 trillion

Suh 2023) - Low- and lower middle-
income countries: $2 trillion

Pandemic recovery (figures refer na - $60 billion upfront to na

to the results of investment in
vaccine production capabilities
and other preparedness measures;
Glennerster, Snyder and Tan 2022)

expand production capacity
for vaccines, with an
additional $5 billion a year
thereafter

na is not applicable.

Source: Barrett 2004; Gées and Bekkers 2022; Glennerster, Snyder and Tan 2022; Hertel 2004; Thompson and Kalkowska 2021; Yang, Meng and

Suh 2023.

the capability to vaccinate 70 percent of the popu-
lation against any new disease within six months.
This could be considered an estimate of the cost of
adequately providing the global public good of dis-
ease control and pandemic response. The resulting
global benefit could reach $800 billion (in terms of
losses avoided), making the net present value of glob-
al public good provision about $400 billion. While
Glennerster, Snyder and Tan (2022) do not elaborate
fully on the distribution of these global net benefits,

they outline how the expected net benefits for some
“pivotal countries” could be high enough that they
find reason to undertake unilateral investments in
pandemic response preparedness. An investment
programme in the United States could generate a net
present value benefit of $61 billion (implying a gain of
$47 billion over the counterfactual programme with
lower preparedness investment). Similarly, advanced
investment by Brazil could generate $19 billion (im-
plying a gain of $15 billion)."?
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Estimated benefits (or costs) from
global public good provision (or underprovision)

Estimated net benefits (or costs) from
global public good provision (or underprovision)

Overall

Disaggregated

Overall

Disaggregated

- $1.42 billion in benefits (annual)

- Industrial countries:
$350 million (annual)

- Developing countries:
$1.07 billion (annual)

- About $80 billion in benefits
(cumulative from 1967 to 2022)

- Industrial countries: $20 billion
- Developing countries:
$60 billion

- $81.6 billion in benefits

- Upper middle-income
countries: $8.8 billion

- Low- and lower middle-income
countries: $72.8 billion

- $28.1 billion in benefits

- Upper middle-income
countries: —$1.7 billion (cost)

- Low- and lower middle-income
countries: $29.8 billion

- Decoupling the global trading
system into two blocs would
lead to a 5 percent loss in
global welfare in 2040 relative
to the baseline scenario

- Western bloc countries:
1-8 percent loss in welfare
relative to the baseline scenario
- Eastern bloc countries:
8-12 percent loss in welfare
relative to the baseline scenario

- 5 percent loss in global welfare
in 2040 relative to the baseline
scenario

- Western bloc countries:
1-8 percent loss in welfare
relative to the baseline scenario
- Eastern bloc countries:
8-12 percent loss in welfare
relative to the baseline scenario

- $63 trillion in benefits from
climate change mitigation

- High- and upper middle-income
countries: $19.6 trillion

- Low- and lower middle-income
countries: $45.5 trillion

- $45 trillion

- High- and upper middle-income
countries: $1.9 trillion

- Low- and lower middle-income
countries: $43.5 trillion

- $800 billion in losses a
year due to underprovision
(based on mortality, output
contractions and human capital
losses)

na

- $400 billion in net present
value benefits to the world

- US investment programme
could generate a net present
value benefit of $61 billion
(implying a gain of $47 billion
over the counterfactual
programme)

- Advanced investment by Brazil
could generate a net present
value benefit of $16 billion
(implying a gain of $12 billion
over the counterfactual
programme)

NOTES

As proposed in Concei¢do and Mendoza (2006).

7. Lee and others 2023.

For further elaboration on these production technologies for global public

goods, see Kaul and others (2003) and Sandler (1998).

See Kaul, Grunberg and Stern (1999) and Kaul and others (2003).

Barrett 2004.

Barrett 2004.

SN R

Barrett 2013b.

8. Lee and others 2023.

9. Thompson and Kalkowska 2021.

10. Thompson and Kalkowska 2021.

1. Thompson and Kalkowska 2021.

12. This section draws from Mendoza (2023).

13.  Glennerster, Snyder and Tan 2022; Mendoza 2023.
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SPOTLIGHT 3.3

How inequity in access to Covid-19 vaccines unfolded:
An account using a global public goods lens

94

Controlling the transmission of the virus that causes
Covid-19 (or achieving herd immunity through vac-
cines, which at times during the pandemic seemed
feasible)! is a weakest-link global public good. Until
pharmaceutical interventions (vaccines and treat-
ment) were available, control of the virus’s spread
had to rely on nonpharmaceutical interventions
(such as social distancing), which imply fully under-
standing the mechanisms of transmission, which
took time to establish. Thus, measures emphasized
reducing social interaction (in schools, economic
activities that implied face-to-face contact, travel),
which some countries were better able to shoulder
than others.?

Nonpharmaceutical interventions can be effective
in controlling disease spread (and have even been
used as a basis to pursue disease eradication),® but
they require that countries with fewer capabilities
and resources be supported, which happened to only
a limited extent with Covid-19. For instance, the In-
ternational Monetary Fund (IMF) adopted a general
allocation of $650 billion in special drawing rights
(SDRs) only at the end of August 2021 and distributed
it in proportion to existing country quotas in the IMF,
implying that only $21 billion was allocated to low-
income countries.* Even though the SDR allocation
represented a larger share of gross domestic product
(GDP) for low-income economies than for advanced
economies,® 35 percent of IMF members in emerg-
ing markets and 50 percent in low-income countries
considered the allocation insufficient.® Moreover, be-
cause interest rates have increased since the alloca-
tion, IMF members with negative SDR positions have
had to shoulder higher financing costs. So, while the
concessional (grant element) of the SDR allocation
was 82 percent in August 2021, it had declined to 34
percent (just below the 35 percent concessionality
threshold) in 2023.”

Once vaccines became available, the WHO and
its partners, including philanthropic organizations,

established an institutional framework to provide
equitable access to vaccines (COVAX), which was in-
itially and for some time underfinanced.® The avail-
ability of vaccines brought about two benefits. First,
as with any vaccine, it provided a pharmaceutical
intervention to control the virus’s spread, contribut-
ing to controlling the disease within countries while
reducing transmission risk to other countries. Sec-
ond, where available and deployed at scale, vaccines
enabled the relaxation of the strict social distancing
measures that had curtailed social and economic life,
but these benefits were concentrated within borders.
Inequities in access to vaccines across countries ham-
pered the provision of the weakest-link global public
good of global disease control, ultimately extending
the duration of the pandemic for all.® The economic
toll of social distancing measures (not only in school-
ing but also in access to health and other services)
deepened the asymmetries between countries able to
restart their economies and reopen their schools and
those less able to do so because they were deprived of
the ability to deploy vaccines.°

The inequity in access to Covid-19 vaccines is a
moral stain on the international community, contrib-
uting to a longer and deadlier pandemic than might
have happened with more equitable access to vac-
cines.! More than 2 billion people were vaccinated
within 8 months in 141 countries, averting 2.4 mil-
lion excess deaths. But a counterfactual with equita-
ble distribution of vaccines, with vaccination in each
country proportional to its population, would have
saved roughly 670,000 more lives.'?

Starting more aggressively with public support for
vaccine development in high-income countries might
have put other countries at a disadvantage: as much
as three-quarters of the delay in vaccine deliveries to
low- and middle-income countries has been attribut-
ed to the signing of advanced purchase agreements in
these countries later than in high-income countries.”®
In contrast to Covid-19, during the Ebola outbreak in
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West Africa, most of the incidence and burden of the
disease were in low-income countries, though there
were concerns in high-income countries: there was
little alignment between resources and country in-
terests and preferences, and more than 70 months
passed between the outbreak in December 2013 and
the FDA approval of a vaccine in October 2019.1*

In addition to differences in the timing of ad-
vanced purchase agreements, inequities in access to

Covid-19 vaccines were also due to the fact that some
key innovations remained under patent protection.’”
The vast majority of vaccine developers (72 percent)
were private firms,'® most of which entered purchase
agreements on a commercial basis.” While firms
played crucial roles in the development and deploy-
ment of vaccines, their commercial motivations
might also have hindered faster deployment at scale
in several low- and middle-income countries.

NOTES

The WHO advocated for vaccine use to move towards herd immunity
(WHO 2020). Estimates on the threshold that would deliver herd immu-
nity were hotly debated in the press (McNeil Jr. 2020), but more recent
analysis suggests that herd immunity may not be feasible (Malinzi and
others 2023; Morens, Folkers and Fauci 2022). Defining with precision
what herd immunity means is also crucial, given that the concept is often
interpreted differently (Bullen, Heriot and Jamrozik 2023).

UNDP 2020a.

This is the case for efforts to eradicate dracunculiasis (Guinea-worm dis-
ease), for which no treatment or vaccine exists. The disease spreads by
drinking contaminated water, so efforts to provide safe drinking, along
with early detection and surveillance, are key to controlling the disease
(Biswas and others 2013). These measures have been very effective,
sharply reducing cases (from around 3.5 million a year to only 13 in
2022) and nearly eliminating the disease in most of the world (with 199
countries, territories and areas certified by the WHO as free of dracun-
culiasis transmission; WHO 2023). Humans were thought to be the only
reservoirs of the disease, which provided prospects for eradication using
nonpharmaceutical interventions, but the recent detection of the disease
in animal hosts, including domestic dogs, makes that prospect uncertain
(WHO 2023).

IMF 2021a. The IMF encouraged countries with strong external posi-
tions to voluntarily channel resources to the countries most in need (IMF
2021b). And the G20 followed with pledges that slightly surpassed the
target of channelling $100 billion by June 2023 (IMF 2023b).

About 2.39 percent of 2021 GDP, compared with 1.25 percent for ad-
vanced economies.

6. IMF2023b.

7. IMF 2023b; Shenai and others 2023.

8. Still, by January 2022 COVAX had distributed about a billion vaccines to
around 140 countries (Budish and others 2022). And despite an increase
in international development assistance to health in 2020 and 2021 (Mi-
cah and others 2023).

9. Bollyky and Bown 2020.

10.  There were also other intersecting precarities that shaped the ability of
some countries and communities to respond, such as in many parts of
Africa, as analysed in detail in MacGregor and others (2022).

1. As widely forewarned (see, for instance, Bollyky and Bown 2020). Until
the first vaccines were authorized by a stringent regulatory authority,
there had been 70 million Covid-19 cases and 1.6 million deaths world-
wide (Saville and others 2022). As of the end of September 2023, there
had been 762 million cases and 6.8 million deaths (see https://covid19.
who.int/), so in the “vaccine era,” cases were multiplied by 10 and deaths
by 4.

12. Agrawal, Sood and Whaley 2023.

13.  Agarwal and Reed 2022.

14.  Excler and others 2021.

15.  Pilkington, Keestra and Hill 2022; Wouters and others 2021.

16. Le and others.

17. Sachs and others 2022.
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CHAPTER 4

Examining how to enhance collective action

Examining how to enhance collective action to manage
interdependence can be explored through different
assumptions about human behaviour’s interactions with
institutions. Different explanations for behaviour can
inform ways of advancing collective action to provide
global public goods.

Insights from recognizing how behaviour and
institutions are contingent on the changing social
context over time can help address shared challenges.
A broader perspective on choice informed by these
insights also shows how risks associated with domestic
patterns of political polarization may harm collective
action across countries.
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¢¢..the making of a treaty is the treaty.

It doesn’t matter what the terms are, just
that there are terms. It’s the goodwill that
matters. When that runs out, the treaty

is broken, whatever the terms say.”

changing social norms can enhance collective
action by activating a social tipping point, as when
reaching a threshold of enough solar panels flips
the community norm to making solar panels the
social standard.

—Hilary Mantel'

Examining how to enhance collective action to man-
age interdependence can be explored through dif-
ferent assumptions about human behaviour and its
interactions with institutions.? This chapter consid-
ers how different explanations for behaviour can
inform ways of advancing collective action? for the
provision of global public goods.* It explores three
perspectives on behaviour and the interventions to
enhance collective action that emanate from these
perspectives.®
« Selfish choice. Under a standard selfish choice model
of behaviour, enhancing collective action depends
on interventions that reshape incentives by pro-
viding information or resources to align narrow
self-interest with improved collective outcomes.
International treaties mobilize interventions that
reshape incentives. For climate change, incentives
can be altered by pricing carbon; applying informa-
tion from scientific syntheses, such as those pro-
duced by the Intergovernmental Panel on Climate
Change; and using resources from funds that sup-
port countries in mitigating climate change, such as

« Encultured choice. Explicitly bringing in culture
can explain how people’s beliefs result from expe-
rience and exposure to different social contexts,
shaping their perceptions, self-image, aspirations
and meanings.!° This perspective accounts for why
some behavioural biases, thought to be universal
and hard wired under the behavioural choice
perspective, are culturally contingent." It also
explains how behaviour is sometimes constrained
by people’s inability to imagine more prosperous
and fulfilling lives, curtailing their aspirations and
their agency.”? This perspective has implications for
cooperation, too, as when people’s affiliation with
a group is tied to a salient aspect of their identity—
such as opposing vaccination as a marker of be-
longing to a group that is sceptical of government
intervention, resulting in the less cooperative be-
haviour of not being vaccinated.” Understanding
how these dynamics take hold and change points to
recognizing the social context, including patterns
of political polarization and mistrust within coun-
tries that may stand in the way of enabling collec-
tive action at higher scales.

¢¢ Changes in behaviour and in institutions
can foster collective action that enhances
the provision of global public goods

the Green Climate Fund.
« Behavioural choice. Human behaviour often devi-
ates from the assumptions of the standard selfish

choice model, deviations that are sometimes
described as behavioural biases. For instance,
providing new information alone does not always
lead people to update their beliefs.® And providing
financial rewards to change incentives can un-
dermine cooperation that is motivated by a social
norm.” Even though large swathes of debate in
the social sciences and humanities take issue with
the emphasis of behavioural science, providing
explanations for behaviour and institutions that
explore culture, context and power,? insights from
behavioural science yield a richer description of
behaviour than the selfish choice model and thus
suggest other ways of intervening that supplement
incentives by also changing what people focus
on and how they feel and think.” For example,

Fostering collective action for the provision of na-
tional public goods is one of the primary roles of gov-
ernments, in part through centralized enforcement.*
But since countries are sovereign, they have to vol-
untarily agree to collective action without central-
ized enforcement.! So, the lens has to move towards
an exploration of the processes of social choice that
can enhance the provision of global public goods.”
That implies changes in behaviour (countries shift-
ing from not contributing to contributing to a global
public good) and in institutions (establishing a treaty
or a creating a multilateral organization that enhanc-
es the provision of a global public good), along with
the interaction between the two (figure 4.1).'® Behav-
iour and institutions are interdependent, as argued
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Figure 4.1 Behavioural change and institutional reform influence each other—jointly shaping and being shaped

by social choice procedures

Behavioural
change

Source: UNDP 2022a.

conceptually® (and demonstrated through models??)
and experimentally.!

Where to start? The three sets of assumptions about
behaviour discussed in this chapter point to three dif-
ferent answers.?? The simplified set of assumptions of
the standard selfish choice model begins by thinking
about the design of institutions to enhance collective
action. By contrast, a behavioural model of choice
opens the possibility of directly changing behaviour
to enhance individual and collective outcomes. While
insights from both perspectives are useful, the recog-
nition of how behaviour and institutions interact in
different social and cultural settings supplements the
first two sets of assumptions by emphasizing the con-
tingent nature of both behaviour and institutions.

Start with a standard selfish
choice model of behaviour

In a standard selfish choice model of behaviour, a
decisionmaker seeks to do as well as possible to ful-
fil a fixed and stable set of preferences and assumes
that everyone behaves the same way (box 4.1).2 This
behavioural model is the foundation for much eco-
nomic and political science analysis associated with
collective action. And it is implicit in the discussion in
chapter 3 of the prospects for providing global public
goods under different aggregations.?* So, when can

Comoooocooooooan

Interactions are mutually
dependent and based
on public reasoning
and procedures of
social choice

Moocoocooooooooo

Institutional
and policy
change

collective action without enforcement from above
happen under these assumptions?

It is crucial to distinguish two different situations.
One in which everyone desires the same thing, but
some common standard needs to be set (such as de-
ciding which side of the road to drive on or which lan-
guage to communicate in).?® The other in which there
are different interests on what is desired and where
the pursuit of those individual interests does not
yield what is most desirable collectively, posing social
dilemmas.

What matters in the first situation is that everyone
adopts the same standard. While multiple standards
may exist (driving on the left or on the right), all that
matters is that everyone chooses the same side of the
road.? Once a standard emerges, there is a strong
incentive to comply with it—for instance, to comply
with the standard of driving on the right rather than
defecting and driving on the left. The difficult bit is
setting the standard to begin with, a challenge of get-
ting everyone in sync. Collective action in this situa-
tion needs to overcome a coordination problem.

The key obstacle to overcoming the coordina-
tion problem is not diverging interests—interests are
aligned. Even though everyone wants the same thing,
uncertainty about how others will act can lead to co-
ordination failures that impede collective action.?”
Measures to enhance collective action associated
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Box 4.1 A standard selfish choice model of behaviour

Preferences are exogenous and drive each decisionmaker (or agent) to pursue individual self-interest (box figure 1).
The agent’s beliefs, separate and independent from preferences, are based on information collected to help the
agent make a specific decision. For instance, given a preference not to get drenched, an agent needs to form a belief
about whether it is going to rain before choosing whether to take an umbrella when going out. The belief is based
on the collection of information, such as by consulting a weather forecast in the evening. And the preference to not
get drenched has no bearing on how the belief is formed (so things such as wishful thinking, where the preference
not to get drenched shapes the belief that it is not going to rain, are not allowed in this model of behaviour). Beliefs
are updated if the information changes—if the weather forecast consulted in the morning is different from the one
consulted the previous evening. Rational cognition is defined by a set of axioms implying, among other things, that
preferences can always be ordered in a consistent way.

Box figure 1 In a standard selfish choice model, behaviour is determined by the exclusive pursuit of self-interest

Individual
determinants

« Preferences
- Beliefs
Rational cognition

Emerge from
economic/political

. equilibria
Social
determinants Choice sets (prices,
“rules of the game”)
Scope of interventions -  Correct “market faliures” (externalities, information asymmetries and the like)
to change choices through regulation/decentralized approaches

- Governance

- Preferences are stable

- Beliefs are informed by optimal (not too little, not too much) collection and processing of
information, for any given preferences

- Rational cognition: doing as well as (she rationally believes) she can, assuming that everyone
else is doing to the same

Source: Human Development Report Office elaboration based on Elster (2015a, 2020) and Hoff and Stiglitz (2016).

with coordination challenges include those directed
towards ameliorating this uncertainty, through inter-
ventions that seek to get everyone on the same page
(or side of the road).?

Transforming cooperation challenges into coordination
problems can enhance global collective action

Coordination challenges related to transportation
and communication have been successfully over-
come at the global level, resulting in collective action
for the adoption of regulatory practices and regimes

that enable air travel, maritime shipping and digi-
tal communication.? The resulting standards yield
very high benefits and very few constraints (a coun-
try is constrained in not opting out of the standard but
would derive no benefits from doing so). And though
these standards are sometimes derided as instances
of shallow international cooperation,® their exist-
ence may suggest that global collective action that
results from addressing coordination problems is
something that sovereign countries can readily do.*
But a very different scenario emerges in the sec-
ond situation, when the pursuit of varied selfish
interests is not aligned with what would be more
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desirable collectively. When what most advanc-
es each decisionmaker’s self-interest is not the best
possible collective outcome, this situation creates a
social dilemma between self-interest and collective
action. Chapter 3 showed that this situation plagues
many global public goods. Collective action in this
case requires cooperation, so that decisionmakers
choose an action that is suboptimal for their selfish
interests but superior for the collective. Recogniz-
ing that countries find it relatively easy to coordinate
their actions—even while struggling to voluntarily co-
operate and sometimes enforcing agreements to do
so*>—opens the possibility of designing institutions
(such as multilateral organizations or international
treaties) that shape incentives so that a cooperation
challenge becomes a coordination problem.®

¢¢ Summation global public goods typically
require cooperation, but institutions can be
designed in a way that reshapes incentives
to turn a social dilemma into a coordination
problem, as with the Montreal Protocol

How can challenges of international cooperation
be reshaped as problems of international coordina-
tion? It is possible to learn from multiple success-
ful examples of such reshaping (spotlight 4.1). For
weakest-link global public goods, such as eradicat-
ing a global (and eradicable) communicable disease,
we are already close to a coordination problem. This
gives insights into the kind of reshaping that could be
pursued. In disease eradication all countries share
the same objective, this objective can be defined
with certainty and precision and each country has
an incentive to contribute if it can be sure that other
countries will do their part.3* The key challenge is
for countries to coordinate their actions in a way that
sustains incentives to shore up the weakest links until
the disease is eliminated.

Summation global public goods typically require
cooperation, but institutions (for instance, interna-
tional treaties) can be designed in a way that reshapes
incentives to turn a social dilemma into a coordina-
tion problem, as with the Montreal Protocol.* Asking
countries to contribute to the summation global pub-
lic good of avoiding depletion of the ozone layer by
limiting emissions of ozone-thinning chlorofluoro-
carbons (CFCs) is a call for international cooperation.

But the treaty did not simply do that. It also banned
trade in CFCs and products containing CFCs be-
tween countries that were parties to the treaty and
countries that were not, effectively providing incen-
tives for high-income countries to sign the treaty.
This is because trade interactions between countries
are bilateral and reciprocal, with compliance easier to
monitor and enforce (spotlight 4.1).3

Stipulating a minimum number of ratifying coun-
tries for the Montreal Protocol to enter into force
meant that a tipping point was eventually reached,
aligning incentives to make (high-income) nonsig-
natory parties better off by signing the treaty—thus
resolving a coordination problem.* To provide incen-
tives for low- and middle-income countries to sign
the treaty, a later amendment established a finan-
cial mechanism (the Montreal Fund) to compensate
countries for the incremental cost of participation.
These side payments induced virtually universal
participation. Finally, technological alternatives to
CFCs were widely shared and advertised, includ-
ing by firms that stood to gain from adopting these
alternatives.®

Uncertainty can harm international collective action

Setting thresholds can motivate collective action,
as seen in disease eradication (where the threshold
for full provision is eliminating the disease in the
weakest-link country)®® or in the Montreal Protocol
(with the establishment of a minimum number of
countries for the treaty to come into effect, plus the
trade provisions). The underprovision of some glob-
al public goods, such as climate change mitigation or
biodiversity preservation, is often framed as the need
to stay within boundaries or limits*° to avoid reaching
tipping points in planetary systems that could result
in catastrophic outcomes.* Presenting thresholds
that, once crossed, can result in catastrophic soci-
etal collapse could galvanize collective action.*? But
there are two critical conditions.*? First, the thresh-
olds must be known with little uncertainty. Second,
each country must share the burden of not passing
the threshold.*

When there is uncertainty about where the thresh-
olds lie, collective action becomes more difficult. For
disease eradication, to achieve zero cases globally,
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each country has to achieve zero cases nationally.
But when there is no unambiguous way of deter-
mining how much each country should contribute
to ensure that the world stays under a threshold for
catastrophe, that calls for some agreement about
how to allocate effort across countries.* These two
factors imply a very different set of incentives for
countries.*t

¢¢ The standard selfish choice model can provide
insights about how to enhance the provision of
global public goods. Its behavioural assumptions
emphasize the use of incentives, resources and
information to make provision more likely

While much effort centres on estimates of damages
from crossing climate thresholds or whether damag-
es are overstated or understated,* uncertainty about
these damages does not seem to matter as much for
cooperation as uncertainty over the thresholds.*
Because even though the decision on whether to co-
operate has no influence on the scale of the damag-
es (which depends only on whether the threshold is
crossed), whether countries cooperate does bear on
whether the threshold is surpassed.*

In the case of existential risks, these insights could
inform ways to structure incentives through institu-
tions to enable cooperation associated with providing
global public goods that reduce those risks.*® These
insights also suggest that it is far more important to
reduce threshold uncertainty than damages uncer-
tainty, a challenging task given the underlying ambi-
guity in many of the thresholds of interest.

The standard selfish choice model can thus pro-
vide insights about how to enhance the provision
of global public goods. Its behavioural assumptions
emphasize the use of incentives (trade provisions
in the Montreal Protocol), resources (the Montreal
Fund) and information (about the damage caused
by CFCs and the availability of alternatives) to make
provision more likely. But these assumptions also
have limits, not only in not accounting for actual
behaviour but also in lacking power to account for
some of the obstacles to collective action that call
for a broader understanding of the drivers of human
behaviour.*> Behavioural science provides an ini-
tial steppingstone towards a broader explanation of
behaviour.

Apply insights from behavioural
science, but handle with care

Insights from behavioural science reveal how de-
cisions depart from the behaviour predicted by the
standard selfish model of choice (box 4.2).5* These
departures give added insights in understanding
when and why collective action takes place and pro-
vide opportunities to design interventions that make
the provision of global public goods more likely.>*
At the same time, as the discussion will make clear,
despite the enormous interest in designing interven-
tions based on behavioural science, there are severe
limitations as well, that range from the lack of replica-
bility of some findings, questions about their validity
beyond specific experiments and the assumption that
the policymaker “knows better” than individuals—
among others. That is why it is important to consider
insights from behavioural science but to also handle
them with care.

Beyond selfishness—recognizing social preferences

With social preferences decisionmakers consider
the welfare of others, not just their self-interest, and
are prosocial when that evaluation is positive.*® Pure
self-interest can motivate cooperation through rec-
iprocity in repeated interactions (giving something
today while expecting to get something in return to-
morrow).>® But people often reciprocate more gen-
erously when others behave in a friendly way and
punish more harshly those who do not (even if at
great cost), indicating that social preferences are like-
ly at play.>”

People vary in the extent to which they have ei-
ther selfish or prosocial preferences and in how they
express social preferences.”® A recent comprehen-
sive review of social preferences provides some key
insights.®® When, at the turn of the 20th century, re-
searchers concluded based on systematic evidence
from experiments that some people had social prefer-
ences, respondents who expressed these preferences
were described as being “crazy.”® Yet evidence from
nationally representative samples suggests that in
many countries people holding purely selfish prefer-
ences are in the minority (representing 5-20 percent
of the population in countries with data).!
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Box 4.2 A behavioural choice model of decisionmaking

Preferences, beliefs and cognition interact to shape how people make decisions (box figure 1). Preferences can be
social, meaning that the individual takes account of other people’s welfare. Preferences can be fickle and influenced
by (sometimes transitory) emotions. Fear triggered by the belief that there is a threat tends to make people more
risk averse, while anger tends to make them more risk seeking. Beliefs are driven not only by the processing of
information but also by one’s identity (perceptions of belonging to a particular group that holds a particular view) or
preferences (for instance, motivated reasoning, as in wishful thinking, which makes people believe that a goal they
are pursuing is more likely to be achieved). When beliefs are deeply held or linked to a salient aspect of a person’s
identity, they can trigger strong emotional responses (as when challenging deeply held religious or political beliefs
triggers anger, disgust or hate). There are multiple deviations from rational cognition—for example, how a decision is
framed affects choices, and how people discount the future is not consistent along different time horizons.

Box figure 1 Social context shapes what people think and do at the moment of choice

Beliefs

Individual determinants - .
Cognitive biases

of choice (universal hardwired)
Preferences
A b
Can shape
Social determinants Choice sets (prices, “rules of the game”) ..~
of choice Choice architecture, social norms
Scope of interventions - Incentives, regulation, governance
to shape choices - Behavioural science (priming, nudging)

- Preferences can be fickle (emotions “interfere”)

- Beliefs can be motivated (by preferences)

- Cognitive biases and limitations (loss aversion, hyperbolic discounting, representative
heuristics, ...) are hardwired and universal

Note: The text in bold to the right of “Social determinants of choice” and “Scope of interventions to shape choices” denotes the new ele-
ments that are added to the selfish choice model of behaviour (which remains relevant).
Source: Human Development Report Office elaboration based on Elster (2015a, 2020) and Hoff and Stiglitz (2016).

Some evidence suggests that holding prosocial are very strong positive links between prosocial pref-
preferences is a direct determinant of wellbeing, with erences and cooperation.®® When social preferences
a positive effect similar in size to the effects of par- take the form of aversion to inequality, more heter-
enthood, income and education.®? In addition, there ogeneous collectives (in either resources or benefits
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derived from public goods) are less likely to achieve
and sustain cooperation, which provides a rationale
for reducing inequalities to foster cooperation.®*

Do these relationships between individual social
preferences and cooperation scale from the individ-
ual to more aggregated levels? Particularly relevant
for the provision of global public goods is whether the
relationships scale up to countries. Some evidence
suggests that they can (box 4.3). With the assumption
of prosocial preferences, the prognosis for summa-
tion global public goods can change. For instance, in
the standard selfish choice model a country’s unilat-
eral increase to a summation global public good (say,
abatement of greenhouse gases to mitigate climate
change) will not only not incentivize other countries
to contribute but will also likely provoke a reduction
in their efforts. But that expected outcome changes
if the other countries behave as if having prosocial
preferences: in that case contributions to summation

Box 4.3 Social preferences can scale up

global public goods are no longer pure substitutes but
become complements.*®

Harnessing social norms

Social norms set shared expectations of behavior,
providing structure to people’s beliefs and bearing
on the decision to cooperate (box 4.4).° In many
circumstances, they can be stronger determinants
of behaviour than the individual pursuit of material
wellbeing.” For instance, social norms can establish
what may be required to earn a reputation as a coop-
erator.®® Concerns with social image can also drive
prosocial behaviour: because most people care about
what they believe others will think of them, they tend
to make more prosocial choices in public.® The ef-
fectiveness of social norms in shaping behaviour de-
pends in part on norm enforceability (or beliefs about

A complicating factor in addressing whether social preferences scale up is the great variation across people in every
country. The outcome of cooperation at the group level depends on the number and intensity of individuals with
prosocial preferences!! Another challenge is that while cooperation may be strong within groups in society (as for
people sharing the same political beliefs), it may be difficult to get cooperation between groups. In fact, strong nega-
tive reciprocity (punishing, or threating to punish, another group harshly) may trigger retaliatory action (or even pre-
emptive aggression)? by those who are punished or threatened with punishment.® And that can result in intergroup
conflict.* Chapter 6 explores in more detail the implications of this type of intergroup dynamics, which are particularly
challenging in polarized societies.

Still, recent advances in measuring differences in preferences at the global level are starting to provide some an-
swers about what scales up to countries. In an experimentally validated survey® on the social preferences of 80,000
people in 76 countries, cross-country variation in charitable giving is correlated with prosocial preferences, after fac-
tors that could also explain charitable giving are controlled for.® In addition, after the same factors are controlled for,
countries with a higher degree of negative reciprocity have suffered more violent conflicts.” A study of 40 countries
found that people everywhere were more likely to return a wallet with money than what a standard selfish choice
model would predict,® with prosocial preferences (in this case, measured by the extent to which concerns for welfare
extend beyond one’s ingroup) playing a role.® And in another study of 31 countries, prosocial preferences were asso-
ciated with better environmental performance—a proxy for cooperation to manage environmental externalities—and
material interests mattered less than appeals to everyday cooperative behaviour

Notes

1. In an experiment Fehr and Fischbacher (2003) show that a minority of altruists can force a majority of selfish individuals to cooperate but
that a few egoists can induce a large number of altruists to defect—and that the context matters in both cases. Hauser and others (2014)
show that mechanisms can be designed to ensure that those with prosocial preferences can restrain defectors in an intergenerational pub-
lic goods game. And Géchter, Kolle and Quercia (2017) show that it matters whether the challenge is to provide or maintain a public good.
2. Bohm, Rusch and Giirerk 2016. 3. Nikiforakis 2008. 4. For a broader review of the psychological foundations of intergroup conflict, see
Bohm, Rusch and Baron (2020) and De Dreu and others (2022). There is growing evidence of differences between dispositions to defend
or to attack. For instance, consistent with loss aversion, experiments suggest that people invest more resources to protect against losses
than to achieve victory (Chowdhury and Topolyan 2016; De Dreu and Gross 2019). 5. See Falk and others (2023) for details. 6. Falk and oth-
ers 2018. 7. This variation in preferences appears to be deeply rooted in history and to be path dependent (Becker, Enke and Falk 2020).
8. Whether the interaction was in person or mediated through computers made a difference. Interaction through computers increased cheat-
ing threefold compared with in-person interactions (Cohn, Gesche and Maréchal 2022). 9. Cohn and others 2019. 10. Van Doesum and oth-
ers 2021. The findings were contested (Komatsu, Rappleye and Silova 2022) but appear to hold after scrutiny (Van Doesum and others 2022).
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Box 4.4 “It’s not a lie if you believe it”—Beliefs, social norms and collective action

The formation of beliefs and their interaction with preferences and emotions has implications for collective action!
For beliefs about how others will behave during social interactions, the standard selfish choice approach assumes
that everyone behaves the same way.? The behavioural approach allows for more nuance and variability in how we
expect others to behave, which can be influenced by factors ranging from the ability of agents to communicate® to
perceptions of trust among agents* and assumptions about the preferences of others (whether they are conditional
cooperators).®

Mechanisms of controlling and selecting those with whom to cooperate are key to sustaining cooperation,® with
reputation a key driver of beliefs about whether counterparties are likely to cooperate (or reciprocate in the future).’
These mechanisms can also support cooperation across groups (including countries) in what has been termed “uni-
versal cooperation.”®

People differ in how much they are influenced by the decisions and behaviours of others.® There is substantial
evidence that social comparison is a powerful driver of changes in individual behaviour, including changes aimed at
addressing climate change.® Shifts in social norms can also drive changes towards more cooperative behaviour" in
the face of threats.? In addition, social contagion appears to be a strong mechanism leading to proactive cooperative
behaviour not only when responding to threats but also as evidenced when behaviour by neighbours is replicated,
as in the adoption of solar panels People are more driven to change their behaviour when they observe others
acting than when they simply receive information on the benefits of the cooperative action." Policy interventions have
the potential to tip social norms towards more desirable outcomes (including more cooperation).® And this potential
has been studied across a wide range of challenges, from handling misinformation to advancing public health and
fostering collective action for sustainability.®

Notes

1. Isler and others 2021. The quote in the title of the box is a line by the character George Costanza in the television series “Seinfeld,” as used
in Bicchieri, Dimant and Sonderegger (2019). 2. This also includes subjective beliefs, for instance, about whether countries are optimistic
or pessimistic, as explored in Im, iris and Ko (2022). Fehr and Charness (forthcoming) discuss belief-dependent social preferences (where
beliefs about the intentions of other players matter) using models of reciprocity and guilt aversion (related to theories that include emotions
as part of social preferences). 3. Barbieri 2023; Crawford 2019; Ellingsen, Ostling and Wengstréom 2018. 4. Bose and Camerer 2021; Schilke,
Reimann and Cook 2021. Emotions affect how trust beliefs are formulated, with angry people typically being seen as less trustworthy (Kausel
and Connolly 2014). Some evidence suggests that people who have a preference both for being honest and for being seen as honest are
more likely to be truthful (Abeler, Nosenzo and Raymond 2019). 5. Engelmann and others (2019) show the neural signals when beliefs about
conditional cooperation are violated. 6. Reviewing the experimental literature on infinitely repeated games, Dal B6é and Fréchette (2018) find
that while cooperation can be supported in equilibria, it does not imply that most subjects will cooperate to begin with—cooperation will
emerge only when the structure of the game is robust to strategic uncertainty. 7. Balliet and Van Lange 2013; Gross and De Dreu 2019; Jordan
and Kteily 2023; Rand and Nowak 2013; Roberts and others 2021. 8. Gross and others 2023. 9. Kendal and others 2018; Mesoudi and others
2016. In part because that much social information is “wasted,” in that it is not used in individual decisionmaking (Morin and others 2021),
leading to heterogeneity across the population. 10. In a second-order meta-analysis of 10 meta-analyses of 430 primary studies, Bergquist
and others (2023) found that social comparison was one of the most important mechanisms in driving changes in behaviour, such as towards
sustainable transportation or circular consumption to mitigate climate change. 11. For a review of evidence, mechanisms and potential to
inspire interventions to harness social norms, see Frank (2021). See also UNDP (2020b). For the social dimensions of fertility choices and
consumption patterns, see Barrett and others (2020). 12. Szekely and others 2021. 13. Allcott 2011; Barnes, Krishen and Chan 2022; Bollinger
and Gillingham 2012. 14. Kraft-Todd and others 2018. 15. Andreoni, Nikiforakis and Siegenthaler 2021. 16. Nyborg and others 2016. See the
review in Efferson, Vogt and von Flie (forthcoming).

its enforceability),”® on how strict the norms are” and
on the balance between rewards for compliance with
norms and punishments for deviations from them.”
Emotions play a central role in compliance with so-
cial norms, with people complying to avoid shame or
guilt and people motivated to enforce norms out of
anger or disgust for norm violators.”® A social norm of
conditional cooperation—full cooperation as long as
others also fully cooperate and reduced cooperation
as others’ contributions go down—can account for a
large set of regularly documented cooperation-related

behaviours.” In repeated interactions the observed
behaviour of others can inform the decision on wheth-
er to cooperate and by how much. But in one-shot
interactions or when the behaviour of others is not
observed, beliefs about how others will behave are
determinant. This insight is crucial to the discussion
in chapter 6 on the potential of misperceptions about
what others believe to hinder collective action.”
Social norms can be harnessed to change collec-
tive action at scale’ (see box 4.4) and have distinc-
tive characteristics that aggregate to countries, which
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accounts for differences in cooperative behaviour.”
One such characteristic is the tightness of social
norms (as measured by the harshness of punishment
of behaviour that deviates from the norm), which ap-
pears to vary systematically across countries’ and
change over time.”” When facing a collective threat,°
countries with tighter norms may cooperate better in-
ternally because of the cohesive glue of strong social
norms.®! But extreme tightness can make cooperation
across groups or countries more challenging (or can
even trigger conflict).®? Tighter social norms can also
make adaptations to a changing context more diffi-
cult, potentially resulting in a mismatch between in-
ternal and international cooperative arrangements in
the face of new threats and challenges, with implica-
tions for the provision of new global public goods.®

¢¢ Leadership can propel and sustain social norms
that are supportive of international cooperation:
that can shift norms and trigger reciprocal actions
from other countries that further entrench the
norm of contributing to the global public good

Moreover, global norms often influence countries’
decisions.® For instance, norms against gender ine-
quality spread globally.® But as with any social norm,
progress cannot be taken for granted. And it can be
subject to contestation, particularly when polariza-
tion fuels backlash against more inclusive norms, as
discussed in chapter 6.8 But leadership can propel
and sustain social norms that are supportive of inter-
national cooperation, for instance, when a country
takes the lead on providing a summation global pub-
lic good such as mitigating climate change: that can
shift norms and trigger reciprocal actions from other
countries that further entrench the norm of contrib-
uting to the global public good.?”

Drawing on cognitive biases

Almost 200 cognitive biases have been identified to
explain several puzzles in the social sciences,®® open-
ing windows for new policy interventions and moti-
vating a wide range of organizations® and initiatives
around the world that seek to enrich public policy
with these insights (figure 4.2 and spotlight 4.2).%°
For instance, loss aversion (people caring more about

a loss than an equivalent gain) has been empirical-
ly documented in a wide range of studies.” This in-
sight has explained behaviours where the framing as
a loss or gain influences decisions ranging from how
much to work®? to political choices” to why people
tend to hold on to their beliefs®* and to the design of
strategies to foster learning.”® More generally, behav-
ioural insights have informed policy®® through new
policy tools (such as nudges), enabling better pre-
dictions about the impact of policies and generating
new implications for how to enhance welfare®” and its
distribution.”®

Some interventions informed by recognizing cog-
nitive biases seek to directly change individual be-
haviour, many of them through nudges, which have
had encouraging results in some domains.”® Despite
advocacy, including to support the response to the
Covid-19 pandemic,'°® the uptake of insights derived
from identifying cognitive biases has been mixed
(box 4.5).

In fact, insights from behavioural science not only
have to confront challenges associated with the rep-
licability of several studies, but they also face a prob-
lem in the lack of an overarching theory that can
account for the multiplicity of biases that are being
documented (spotlight 4.2).1°! The relevance of be-
havioural science findings may lie less in providing
descriptions of behaviour that is empirically more
realistic, or a catalogue of ills to be addressed by
nudges, and more as a guide to help decisionmakers
achieve desired collective outcomes.'*? But that re-
quires a framework to interpret how these biases in-
teract with institutions and broader determinants of
human behaviour (discussed thus far as if they were
universal and hardwired, an assumption that will be
relaxed in the next section).'%?

Recognize how culture shapes
behaviour and institutions

Behaviour during the Covid-19 pandemic illustrates
the importance of having a broader understanding
of behaviour that goes beyond selfish choice and be-
havioural insights and extends to an explicit consid-
eration of the role of culture and its change over time
(box 4.6).19¢ There are many approaches to doing
this, from sociologists interested in structuration to
anthropologists interested in cultural economy and
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Figure 4.2 Widespread efforts draw on behavioural insights to inform public policy
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politics to approaches drawing attention to structur-
al political economy.!%> Cultural evolution (spotlight
4.3) is one such approach among many that consider
historical, social and relational perspectives that have
been pursued across many disciplines. It is one way
of accounting for how behaviour and culture interact
in different societies and create packages adapted to
address cooperative challenges at scale, with distinct
cultural and behavioural traits.!°¢

Insights from recognizing how behaviour and in-
stitutions are contingent on the social context and its
change over time can be mobilized to address shared
challenges, including the provision of such global

public goods as climate change mitigation. These in-
sights suggest that people can be expected to react
differently to different interventions, as opposed
to assuming that all people behave according to the
standard selfish choice model or that they are all
constrained by universal and hard-wired cognitive
and other biases.!®” Another insight is that it is im-
portant to understand the interplay between social
norm psychology and social identity to understand
drivers of cooperation.!®® To see why and how, con-
sider first the perils of interventions that start from
either end of the behaviour-institution interaction
(see figure 4.1).
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Box 4.5 The promise and peril of nudges in changing behaviour

Nudges attempt to change the choice context to increase the likelihood of people making decisions that contribute to meeting
a policy goal without precluding any other choices or relying on economic incentives (for instance, changing default options
on organ donations or retirement savings or framing incentives as losses instead of gains, given loss aversion).! Nudges not
only seek to improve individual welfare but also tackle collective challenges, including green nudges to change behaviour
towards climate and environmentally friendly choices.? They have the potential to increase the effectiveness of price-based
interventions to mitigate climate change, such as carbon taxes, including by enhancing the public acceptance of taxes.® Thus,
insights from behavioural science linked to cognitive biases are now regularly considered in the design and implementation of
environmental policy* and in the provision of global public goods such as climate stability® and biodiversity conservation.® The
potential to derive insights from behavioural sciences has been explored for enhancing the provision of global public goods
within international law” and international relations.®

Once again, the question is the extent to which individual behaviour aggregates into biased aggregate outcomes. For
instance, people may self-select or be sorted into groups with similar degrees of cognitive bias. If this is the case, some groups
might deviate less, in the aggregate, from the selfish choice behaviour than others. Even with this type of sorting, whether
biases matter depends on the decision being considered for accomplishing a certain task. For some tasks a group that gathers
individuals who behave more according to the selfish choice model does not produce biased aggregate outcomes. But for
other tasks biases can be amplified in the aggregate even when selfish choice and biased people are sorted into different
groups.’®

Understanding how and why this sorting matters for some tasks and not others is an important area for research. It is particu-
larly relevant in the international context, where decisions on behalf of countries negotiating treaties are made by individuals
empowered to represent those countries. In negotiations for climate change, negotiating peers perceive the credibility of
country commitments to mitigate climate change to be determined by the quality of institutions in that country—with economic
factors such as economic benefits and costs of those commitments bearing less on credibility.”

Whether decisionmakers are subject to biases is thus particularly important. It has been argued that decisionmakers among
the elite may be less prone to biases and act more in line with the selfish choice model But this does not mean that they
are not influenced at all by biases,? particularly when their decisions touch on issues salient in people’s lives (such as climate
change or management of a pandemic). Public opinion™—or, at a minimum, elites’ perceptions of public opinion**—matters and
is often conditioned by cognitive biases.”

There is an ongoing debate on the extent to which nudges and other behavioural interventions are effective. In a study of
73 randomized controlled trials in 67 US cities implemented in collaboration with a national nudge unit, fewer than a third of
the nudges were adopted in policy.” There are several barriers in translating insights from behavioural science into policy,®
but recent debates on the size of the effects of interventions reported in the literature have further moderated policymakers’
enthusiasm.® Information gathered from more than 200 studies reporting 440 effect sizes remains inconclusive.?° There is
also a difference between effects reported in small samples and effects realized when interventions are taken to scale. In 126
randomized controlled trials covering 23 million people, the average impact of interventions (that, is, at scale given the number
of people covered) was 1.4 percentage points, compared with 8.7 percentage points in literature that typically relies on small
samples.?’

Notes

1. Thaler 2018; Thaler and Sunstein 2003. 2. Carlsson and others 2021. Some green nudges are reportedly very effective. For instance, in China green
nudges increased individuals’ share of food orders with no cutlery (thus reducing plastic waste) more than sixfold (He and others 2023). 3. Gravert and
Shreedhar 2022. 4. For a general review, see Carlsson and Johansson-Stenman (2012). 5. See Brekke and Johansson-Stenman (2008) for a framework
and early review. 6. Travers and others 2021. 7. van Aaken 2018. Although attention has also been drawn to some potential limitations. See the introduc-
tion to a symposium on this theme in van der Zee, Fikfak and Peat (2021) as well as Yildiz and Yiksel (2022). 8. Davis 2023; Davis and McDermott 2021.
9. Enke, Graeber and Oprea 2023. 10. Victor, Lumkowsky and Dannenberg 2022. 11. Hafner-Burton, Hughes and Victor 2013. There is also evidence
that some elites appear to have weaker social preferences (Fisman and others 2015). 12. As found in Mildenberger and Tingley (2019). 13. Anderson,
Bohmelt and Ward 2017; Oehl, Schaffer and Bernauer 2017. 14. Hertel-Fernandez, Mildenberger and Stokes 2019. 15. Webster and Albertson 2022.
16. See, for instance, Dimant, van Kleef and Shalvi (2020), Guttman-Kenney and others (2023) and Bicchieri and Dimant (2022). 17. DellaVigna, Kim
and Linos 2022. 18. As reviewed in Linos (2023). For a set of proposals on how to address some of the challenges, see MaZar and Soman (2022).
19. And behavioural interventions have been unable to address some major challenges, such as how to reduce economic inequality (Ruggeri and oth-
ers 2022). 20. The original study by Mertens and others (2022a) reports a Cohen’s d (a standardized measure of the difference between the mean of
the untreated group and the treated group) of 0.43, but after reanalysing the data and correcting for publication bias (that only statistically significant
results are published; more surprising results are more likely to be published) and heterogeneity (whether the findings extend beyond the sample used
for the study), Szaszi and others (2022) find an effect of O (in a response, Mertens and others (2022b) agree with the importance of addressing issues
associated with publication bias and heterogeneity). 21. With respect to two nudge units in the United States: DellaVigna and Linos (2022) and Webster
and Albertson (2022).
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Box 4.6 Social context shapes what people do and how they see themselves

12

Taking account of the interplay between behaviour and culture suggests that human choices need to be understood within the
social context that shapes not only individual preferences and the architecture of choice but also how people see themselves
and how they see others (box figure 1).! That is, who they are.? The entanglement of behaviour and culture opens the possibil-
ity of understanding the processes of social choice and the potential scope for interventions—in ways that recognize when
and how they can be mutually reinforcing, as opposed to pinning all hopes on either institutions or behaviour to enhance
collective action. This approach also implies recognizing that some processes of social choice change endogenously, so the
interventions may have unintended consequences. Even if these are not possible to predict with precision, being aware of
this possibility and understanding the mechanisms for them to emerge can enhance policy design and implementation.® This
implies that criteria for the design of interventions (either behavioural or institutional) should consider efficiency and equity as
well as efficiently evolving institutions to account for both a changing world and the endogenous dynamics of change between
behaviours and institutions.*

Box figure 1 Social context shapes who people are

Culturally embedded

Beliefs

Individual determinants
of choice Cognition shaped
by social context

Preferences Emotions

Social determinants Choice sets (prices, “rules of the game”), social norms,
of choice cognitive biases/limitations, culture

Scope of interventions - Incentives, regulation, governance

to shape choices - Behavioural science (priming, nudging, boosting)

- Social norms
- Social identities, worldviews, narratives, frames

Note: The text in bold to the right of “Social determinants of choice” and “Scope of interventions to shape choices” denotes the new elements that are
added to the selfish choice model and to the behavioural choice model (which remains relevant).
Source: Human Development Report Office elaboration based on Hoff and Stiglitz (2016).

Notes

1. Lamont 2023. 2. This is where the discussion arrived, but it is the point of departure for sociology (Lamont 2019). This makes insights from sociology
also relevant, particularly recent developments on understanding culture as a toolkit from which people draw cultural resources to navigate their life
(Swidler 1986). These have been inspired in part by insights from the cognitive and behavioural sciences (DiMaggio 1997; Dimaggio and Markus 2010;
Lamont and others 2017). These insights have already been incorporated into models and accounts of institutional change by economists (Acemoglu
and Robinson 2022, 2023). 3. Hébert-Dufresne and others (2022) present a model of this endogenous process of social choice. 4. Schimmelpfennig
and Muthukrishna 2023.
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Ignoring the interaction between Enhancing collective action requires

behaviour and institutions is perilous understanding differences in preferences

and beliefs shaped by social contexts

The perils of starting with institutions is perhaps
more widely understood. Transplanting institu-
tions!® from the context in which they emerged to
settings with different behavioural, social and eco-
nomic contexts has been widely documented. Insti-
tutions, including legal institutions and mechanisms
to enforce formal law, typically work in shaping be-
haviour if there is already an equilibrium resulting
from an underlying set of beliefs that sustains coop-
eration.!'® This may very well be the case in an inter-
national context, except perhaps outside interactions
where direct reciprocity fosters cooperation; some
evidence suggests that the effectiveness of interna-
tional agreements sometimes does not depend on
whether there is an enforcement mechanism.!!

Formal institutions set very important structural
features of contemporary societies, so understand-
ing flaws in those structural features (which can
exacerbate inequalities in human development, per-
petuate exclusion or impede collective action) and
how to change them is crucial.’? The contribution
of the discussion in this section towards this goal is
not to assume politics away or to minimize the im-
portance of formal institutions but rather to probe
how assumptions about behaviour also shape how
those flaws are identified and what to do to correct
them (box 4.7).13

But there also are perils in attempting to start
from the other end, towards changing behaviour to
foster collective outcomes, without taking into ac-

Interventions can trigger rapid shifts in social norms,'”
but identifying when and how tipping occurs re-
quires understanding how preferences and beliefs
are distributed across the population. Both prefer-
ences and beliefs can be shaped by cultural and so-
cial contexts, and ignoring differences can result in
ineffective or, worse, misguided interventions (box
4.8).1"8 Often, experimental studies draw on universi-
ty students or segments of the population that may be
more prosperous than average. There is also variation
in the strength of behavioural effects across the popu-
lation according to education and income (figure 4.3).

Variation also occurs across countries when ef-
fects based on one intervention were not observed
when the intervention was implemented in an alter-
native way'® or when interventions were explored
across countries. These different outcomes point to
the importance of recognizing how behaviours and
institutions interact with culture.'* It has long been
recognized that signature findings of behavioural in-
sights from experiments in high-income countries in
Europe and North America are not generalizable, as
shown by a failure to replicate the results in different
contexts.'?! Moreover, over the course of human his-
tory and even today, most people have not lived in
such settings,?? implying the need for caution in gen-
eralizing claims from results based on samples from
these settings.'®

¢¢ Both preferences and beliefs can be
shaped by cultural and social contexts, and
ignoring differences can result in ineffective
or, worse, misguided interventions

count the institutional and broad cultural context
in which the changes are pursued. As noted, chang-
es in behaviour can be pursued directly (creating
nudges, for instance) or indirectly (making people

change choices voluntarily based on their observa-
tion of others, particularly when social norms reach
tipping points that make individual and social ben-
eficial behaviours ubiquitous).!* These processes
can be mobilized to support the provision of global
public goods."”® Imitative adoption played a crucial
role in the spread of solar panels in Germany around
the 2000s, advancing from an initial slow adoption
to a rapid spread that led the country to generate
more solar power per capita than any other country
by 2009.11¢

Recent work uncovered substantial cultural differ-
ences in preferences and beliefs associated with eco-
nomic inequality, supporting the notion that cultural
processes are at play in shaping this diversity across
and within countries.’** For preferences on how much
inequality people accept or are averse to, much de-
pends on the kinds of inequality that people consider
to be unfair.’® Representative surveys in 60 countries
documented variation across countries in the ex-
tent to which people subscribe to one of three views
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Box 4.7 Where are the politics?

114

One simplified way of identifying where the politics lie is to assume that there are two types of interactions relevant for collec-
tive action within countries.! One pertains to setting up the rules of the game—the conditions under which society is governed.
This can be considered the realm of politics, which determines who holds power to do what and how.?2 These rules are
codified in documents, from constitutions to civil and penal codes to jurisprudence (in short, the law). The creation, execution
and enforcement of the law are ensured by formal institutions. Interactions of the other type then unfold within the law—the
social and economic decisions undertaken by people and other formal institutions (those with legal status, such as firms or
civil society organizations). Each of these realms is the subject of entire disciplines, including political science for the first, and
much of economics for the second.

The two sets of interactions are mutually constitutive. For instance, rules can enable the accumulation of wealth and re-
sources by certain agents that, in turn, can mobilize those resources to further advance their economic advantage in the
domain of political interactions, through direct capture of political office, lobbying or the use of the media.

Still, as important as the law and rules are, there is a growing appreciation that contracts are notoriously incomplete (and ex-
ternalities are pervasive), with the irreducible incompleteness of the law and formal institutions particularly relevant in contexts
of uncertainty.® So, economic and social behaviour is also regulated in part by social norms in which the formation of beliefs
and preferences and how they change over time and across people and countries have crucial importance.*

But behavioural assumptions, and the role of beliefs, matter even without assuming the irreducible incompleteness of the
law. Why do people comply with the law, and how can social order be maintained in diverse societies? The selfish choice
model suggests that people are motivated to seek individual gains and avoid losses, so these assumptions would suggest the
use of strategies that deter law violators.® While these strategies matter, so do beliefs about the legitimacy of formal institu-
tions: “Legitimacy is a concept meant to capture the beliefs that bolster willing obedience.”®

Under this perspective people obey the law due in part to a common commitment to obey formal institutions, sustained by
the belief that there is an obligation to obey (value-based legitimacy) that is then reflected in actual compliance (behavioural
legitimacy). Within this framework antecedents to value-based legitimacy include components of how the formal institutions are
perceived (motivations of leaders, administrative competence and the performance of formal institutions in delivering on their
public purposes, including the provision of public goods) and views about procedural justice (whether the exercise of authority is
perceived as fair). Within views about procedural justice, the perception that government procedures are unfair often motivates
disobedience, evasion and resistance to legal demands, with deterrence motives overwhelmed and ineffective in these cases’

The role of beliefs also comes to the fore when formal institutions undergo change. Fundamental institutional change often
takes place during critical junctures when there is uncertainty about the shape that future institutions will take. A recent strand of
literature shows that the dispersion of beliefs about future institutions can help identify these critical junctures. How these beliefs
diffuse and get consolidated around particular views shapes in part the rules of the game that societies end up with.2 Some of the
evidence comes from contexts where people can choose to rely on formal state institutions or on nonstate entities (for instance,
in dispute resolution) or where there are competing claims to the formal governance institutions, which shows that beliefs (about
which arrangement is more effective or more enduring) not the formal institutions themselves causally determine behaviour.®

In sum, there is growing recognition of the importance of beliefs in shaping the two set of interactions and a recognition
that they are shaped by the dynamic interaction between behaviour and institutions. Political scientist Margaret Levi titled a
recent account of her intellectual journey “The Power of Beliefs.”® And economist Kaushik Basu titled a deep reflection on
the relationship between law and economics “The Republic of Beliefs” because “The might of the law, even though it may
be backed by handcuffs, jails, and guns, is, in its elemental form, rooted in beliefs carried in the heads of people in society
[...], creating enormous edifices of force and power, at times so strong that they seem to transcend all individuals, and create
the illusion of some mysterious diktat enforced from above. In truth, the most important ingredients of a republic, including its
power and might, reside in nothing more than the beliefs and expectations of ordinary people.”"

Notes

1. Inspired by Hurwicz (1996), as described in Powers, van Schaik and Lehmann (2016), who distinguish the political game from the economic game. Above
the political game Ostrom (2009b) posited a constitutional game. To simplify the discussion, the constitutional game is subsumed under the political game.
2. See Powers, Perret and Currie (2023) for a discussion of how playing the political game in societies of increasing size leads to the emergence of political
inequality. 3. We are grateful to Charles Efferson for emphasizing these points. 4. For discussions of how differences within countries on cooperative versus
conformist preferences relate to differences in political ideology and how these differences may have emerged, see Claessens and others (2020) and
Claessens and others (2023). For an account of the diversity across 99 countries in the (lack of) correlation between cultural and economic conservatism,
see Lelkes, Malka and Soto (2019). 5. The framing and discussion in this paragraph draw from Tyler (2023). Deterrence is typically understood to mean pun-
ishing violators as a means to enhance compliance, but rewarding a commitment to cooperate could also be effective (Han 2022). 6. Levi, Sacks and Tyler
2009, p. 354. 7. Levi, Sacks and Tyler 2009, p. 360), with numerous examples, including several related to tax avoidance and evasion. For further elabora-
tions related to the need to raise fiscal revenue to provide for public goods, see Levi (1988, 1999). For a debate on the relevance of procedural justice, see,
for instance, Hagan and Hans (2017). 8. Reviewed in Callen, Weigel and Yuchtman (2023). 9. Acemoglu and others 2020. 10. Levi 2022. 11. Basu 2018, p. 40.
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Box 4.8 It seemed such a good idea at the time: The dangers of ignoring heterogeneity when pursuing social
tipping

An intervention heralded as very successful in harnessing the potential of social norms to change behaviour was the
firm Opower’s provision of information about how each customer’s energy use compares with that of its neighbour,
along with messaging that signalled that conserving energy was a desirable goal! An initial evaluation of 600,000
households that compared the behaviour of households that received the information with that of households that
did not found that this nonprice intervention had a substantial effect in encouraging energy conservation.? However,
when the intervention was scaled to more than 8 million people, the average effect—and its practical importance—
turned out to be much lower than in the initial evaluation.®

This was not a replication failure, since both evaluations were rigorous and stood up to independent analysis.*
But the initial evaluation was based on the communities that were the first to adopt the measure. They were already
inclined to value energy conservation, had large homes and were relatively prosperous, thus they had many op-
portunities to conserve energy. The effect of the intervention declined substantially when it was expanded to include
people with a broader set of beliefs and much wider range of incomes. Even when studies are carefully conducted,
the choice of convenience samples seems to be particularly problematic in behavioural interventions.®

Notes

1. Featured, for instance, in Chetty (2015). Thus, the intervention relied on both descriptive and injunctive social norms. See Constantino and
others (2022) for a discussion and Bhanot (2021) for the role of injunctive social norms in promoting conservation. 2. Allcott 2011. An initial
smaller expansion beyond the 600,000 also suggested that the effects persisted (Allcott and Rogers 2014). 3. Allcott 2015. 4. As reported in
Bryan, Tipton and Yeager (2021), which inspires the analysis in this paragraph. 5. Sometimes simply because there is not enough contextual
information, as Vivalt (2020) showed in an analysis of 635 studies of impact evaluations of development interventions, posing challenges to
the generalizability of results.

Figure 4.3 Effects of several behavioural phenomena are stronger in more educated and wealthier segments of
the population

Effect size Effect size
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Note: The figures show the effects from seven classical studies in behaviourial science (conformity with a descriptive social norm, impact of argument
quality on persuasion, base rate underutilization, conjunction fallacy, underappreciation of the law of large numbers, false consensus and ease of
retrieval) according to educational attainment and annual household income in a representative sample of the US population. The vertical axis reports
Cohen’s d effect sizes (the standardized difference between the means of the treatment and control groups; Cohen 1988).

Source: Yeager and others 2019.
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on fairness: egalitarians (find all inequalities unfair),
meritocratic individuals (accept inequalities due to
differences in performance as fair but those due to
luck unfair) and libertarians (accept all inequalities as
fair). A large share of the population in several high-
income countries adhere to the meritocratic view—
which is also the foundation for some normative
theories of distribution—holding that people should
not be considered responsible for outcomes beyond
their control (figure 4.4).12

But this view is not well represented in many other
countries. And even among countries with similar
shares of people holding a meritocratic view, there
are large differences in the other two categories. For
instance, although Norway and the United States
have similar shares of meritocratic individuals, the
United States has a much larger share of libertarians,

and Norway has a much larger share of egalitarians.'’
Moreover, there are differences within societies.
In Norway the share of egalitarians is much higher
among 15-year-olds from low socioeconomic house-
holds than among those from high socioeconomic
households,'*® and while most grade 5 children are
egalitarians, the meritocratic share increases in high-
er grades and is largest by grade 13.1

So, experience and social context shape people’s
views of fairness, again pointing to cultural process-
es in shaping preferences over the lifecycle. Separate-
ly from preferences, what people believe about the
sources of inequality also matters. A meritocratic in-
dividual who believes that inequality is driven by luck,
not effort, would find inequality unfair. As with pref-
erences, there is a wide disparity across and within
countries on beliefs about the drivers of inequality.”*

Figure 4.4 There are widespread differences in fairness preferences around the world
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Note: Egalitarians find all inequalities unfair, meritocratic individuals accept inequalities due to differences in performance as fair but those due to luck as unfair
and libertarians accept all inequalities as fair.
Source: Almas and others 2022.
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Beliefs about the extent to which inequality is unfair
matter more for attitudes towards redistribution than
the actual level of income inequality, so beliefs have a
direct bearing on support for different types of redis-
tribution policy.”!

Thus, recognizing that populations can be hetero-
geneous in preferences and beliefs and how these dif-
ferences emerge from cultural processes is crucial to
the design of institutions and policies, including, for
instance, on tax compliance (spotlight 6.4).132 In par-
ticular, it is essential in assessing what kind of inter-
ventions are more likely to trigger social tipping.'®

are in part the result of social processes, shaped by
narratives widely shared across society or within
groups.'® Aspirations, and the institutions and social
norms associated with them, may have emerged as
a result of cultural processes that made them suita-
ble for some time in some contexts, but they may no
longer be suitable for new contexts.*® This mismatch
acquires a novel dimension as we face the unprece-
dented challenges of the Anthropocene, in which it is
unclear how processes of cultural variation and selec-
tion across societies that shaped in part how adaptive
institutions and norms emerged would work when
confronting planetary-scale challenges: they have
to be addressed collectively and at a global scale be-

Understanding how enhancing agency and cause the relevant group is all of humanity.*!

redressing polarization within countries can Such a mismatch can be characterized somewhat

improve collective action across countries as reflecting what Karla Hoft and Allison Demeritt

A broader perspective on choice informed by these
insights opens new vistas on how to advance cooper-
ation and the provision of global public goods. And it
helps show how risks associated with domestic pat-
terns of political polarization may harm collective ac-
tion across countries.

Interventions to enhance the provision of glob-
al public goods that are informed by the recognition
that people are products of culture include the con-
sideration of perceptions and aspirations when imple-
menting policies or designing institutions. Different
perceptions about how to interpret a noncooperative
choice can result in cultural impediments to coop-
eration: when the choice is perceived as a mistake, it
can lead to collective action in future interactions, but
when it is perceived as an insult, it can result in the
collapse of collective action.’3* Perceptions also mat-
ter when people infer the motives of others to make
moral judgements,'* and on perceptions about how
(and in what ways) they are interdependent with oth-
ers.*¢ Breakdowns of cooperation in conflict are also
shaped by this type of perception. There is evidence
that the mental representation of payoffs that poten-
tial conflicting parties face rather than the actual pay-
offs determine not only how people think but also how
they behave.'¥” These perceptions are malleable to
some extent and can be changed in ways that increase
the propensity of players to pursue cooperation.'s

Aspirations also matter because people act on what
they believe is possible and desirable, and these beliefs

called an agency gap, which can be fuelled in part
from a divergence between what societies believe is
possible or probable and what is objectively possi-
ble.*? To the extent that an agency gap is the result
of widely shared beliefs, closing the gap will require
more than providing information; it will also require
mobilizing insights about the cultural determinants
of the formation of shared beliefs.'

‘¢ Interventions to enhance the provision of
global public goods that are informed by the
recognition that people are products of culture
include the consideration of perceptions and
aspirations when implementing policies or
designing institutions

Narrowing the agency gap is constrained by what
is objectively possible but is malleable with respect to
what people aspire to, which is sometimes articulat-
ed through narratives that have “political and psycho-
logical agency and can reinforce or challenge existing
power relations and trajectories.”*** This can take the
form of what has been called the pursuit of emancipa-
tory transformations,*® which affirms the importance
of enhancing not only people’s welfare but also their
empowerment as agents of change.*¢

But it is one thing to recognize that perceptions and
aspirations matter, and that broad recommendations
such as reframing narratives can help close the agen-
cy gap, and quite another to see how to mobilize these
insights. Here is where the concreteness of providing
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global public goods can help, because global public
goods correspond to a very specific way of addressing
shared challenges when countries face interdepend-
ence. Global public goods, by their nature, corre-
spond to non-zero-sum interactions and can thus be
mobilized to overcome the psychology of zero-sum
beliefs (one party’s gain comes at the expense of
the other party’s losses). To be sure, many interac-
tions across countries are zero sum, but pursuit of
the provision of global public goods has the potential
to open spaces for countries to interact that are not
zero-sum.¥” Emphasizing the provision of global pub-
lic goods can overcome three of the channels shown
to elicit zero-sum beliefs (even in situations where
the actual payoffs are not zero-sum): perceptions of
threat, real or imagined resource scarcity and inhib-
ited deliberation.!8 Zero-sum beliefs exacerbate con-
flict,**® discourage cooperation'™ and suppress effort
and economic development.’

¢ While diversity of beliefs and preferences
can be harnessed for creativity and innovation,
patterns of political polarization represent

a major challenge for collective action

The provision of global public goods can mobilize
the human ability of shared intentionality: “an un-
derstanding that individuals are solving a problem
together and are committed to supporting each oth-
er.”? In fact, understanding and sharing intentions
have been argued to have evolved to account not
only for joint actions and shared beliefs but also for
the emergence of coordination on the need for giving
reasons to justify those actions and beliefs.>* Some
evidence suggests that the pursuit of self-reliance
(seeking to reduce interdependence) in confronting
shared problems crowds out cooperation and exacer-
bates inequalities.'* People are also able “to see the
world from another individual’s perspective and, spe-
cifically, to understand and formally represent anoth-
er individual’s knowledge states, beliefs and goals”'%
and even their emotional states, which is involved
in empathy.*® This can engender a proclivity for the
pursuit of justice that, along with shared intention-
ally, can be a powerful driver for cooperation to en-
hance the provision of global public goods.”’

The flip side is that these powerful potential driv-
ers of cooperation often act within groups.’® One

manifestation of this “groupy” behaviour is the vir-
tually universal higher levels of parochial (meaning
within countries) cooperation than of universal coop-
eration.” While diversity of beliefs and preferences
is not just a fact but something that can be harnessed
for creativity and innovation,'*° patterns of political
polarization (where no common factual foundation
exists to undertake reasoned discussions and where
groups alienate and even dehumanize each other)
represent a major challenge for collective action
(chapter 6).1°* How political polarization plays out do-
mestically can be a central determinant of providing
global public goods such as climate change mitiga-
tion and pandemic response.'?

Zero-sum beliefs have been associated with political
polarization in some countries.'®® For instance, along
with international inequity in vaccine access, domestic
attitudes towards vaccines determined the path of the
Covid-19 pandemic, including in high-income coun-
tries.!'** Even when vaccines were free and plentiful,
patterns of trust and political polarization shaped the
course of the pandemic in many countries.'®> In some
countries people’s vaccine status identification is as
polarizing as their other group identifications. More
polarized attitudes towards vaccine status have been
linked to greater resistance to vaccine uptake.!¢®

Political polarization matters also because the het-
erogeneity of preferences and beliefs and their cul-
tural underpinning may prevent the mobilization of
social norms towards more cooperative outcomes.'¢’
As the discussion above illustrates, and as demon-
strated theoretically,'¢® the distribution of social
preferences (towards caring for the environment or
aversion to inequality) can activate tipping, have no
effect or even produce a backlash, depending on the
effects that interventions have in different population
groups and the reasons people within those groups
adhere to social norms.

When behaviour conforming with a norm interacts
with other motives, such as group identities, social
tipping may not occur at all.'®® When belonging to a
group is linked with salient identities, that can exag-
gerate the “othering” of other groups and blind mem-
bers to the realization that everyone has multiple
identities with different expressions and relevance at
different times—people can lose sight of our shared
humanity.””® This is how in these situations behav-
ioural markers that people rely on to signal group
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affiliations may prevent social norms from tipping.'”!
For example, if not being vaccinated against Covid-
19 is a marker of belonging to a group, not only will
behaviour not change when some members of the
group are vaccinated, their being vaccinated can turn
behaviours against vaccination to signal commitment
and loyalty to the group.”? A crucial aspect to con-
sider, particularly in politically polarized contexts, is
not only people’s private beliefs but also their beliefs
about what others think about certain issues, the per-
ceptions they have about threats and how they be-
lieve that others think about them and how they will
behave."”

The next two chapters consider these two challeng-
es (narrowing the agency gap and redressing polari-
zation) in more detail. It may seem that the current
context of turbulence around the world is not con-
ducive to meeting either challenge. Yet, as we move
deeper into the Anthropocene, we may already be
experiencing a major ecological discontinuity'’*
characterized by a shift from uncontrolled popula-
tion growth to controlled fertility (figure 4.5).7> The
transition to low fertility is complex and multifac-
eted and has recently been analysed from the per-
spective of cultural evolution (to consider factors
that demographers designate as ideation).”’® De-
terminants of this transition include innovations in
medicine and sanitation, empowerment of women,
advances in education, shifts in social norms about
the size of successful families, increasing attention to
population growth, consciousness of planetary chal-
lenges and many other potential factors, all of them
expressions at least in part of cultural factors."”” Rec-
ognizing that we are in the new planetary context of
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the Anthropocene and in a novel ecological phase
suggests a possibilist agenda: not optimism or pessi-
mism but the possibility of consciously managing the
self-inflicted problems that we are confronting on a
global scale.””® The provision of global public goods,
which depends only on us, would be a way of acting
on that possibilist agenda.
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SPOTLIGHT 441

A technology-centred approach to climate change negotiations

Scott Barrett, Columbia University and London School of Economics

The world has been trying to limit climate change for
more than 30 years. The first agreement, the United
Nations Framework Convention on Climate Change
(UNFCCC), was adopted in 1992. Under this frame-
work, parties agree to cooperate to limit concentra-
tions of greenhouse gases in the atmosphere to a level
that would avoid “dangerous” climate change. Every
country is a party to this agreement. All countries
agree that they need to cooperate.

Since then, two other treaties have been adopted.
The Kyoto Protocol of 1998 set binding emissions
limits for Annex I countries! for 2008-2012, but these
could not be enforced. The United States declined to
participate. Canada participated initially but took no
steps to meet its emissions limits and later withdrew
in order to avoid a legal obligation to comply. In 2009
countries met in Copenhagen to broaden and deepen
the Kyoto Protocol. More countries were expected to
be bound by emissions limits, and previously negoti-
ated emissions limits were to be tightened. Howev-
er, countries were unable to agree on how to do this.
Instead, they pivoted. First, they put a number on
the UNFCCC'’s goal of avoiding dangerous climate
change, specifying a 2°C target for mean global tem-
perature rise. Second, they asked parties to pledge
contributions towards meeting this common goal.
Ultimately, this approach was codified in the Paris
Agreement of 2015. That treaty strengthened the pre-
vious goal: countries are now to hold “the increase
in the global average temperature to well below 2°C
above preindustrial levels and [to pursue] efforts to
limit the temperature increase to 1.5°C.” The Paris
Agreement also situated pledges in the context of
naming and shaming, to encourage greater ambition.
Unlike the Kyoto Protocol, all countries participate in
the Paris Agreement. However, also unlike the Kyoto
Protocol, pledge-making and achievement of pledges
are explicitly voluntary.

Where has this approach gotten us? Concentra-
tions of carbon dioxide have risen every year since

negotiations began. More carbon dioxide has been
emitted since the UNFCCC was adopted than in
the previous 250 years. Carbon dioxide emissions
reached an all-time high in 2022. The world is not on
course to meet the goal countries have said they must
meet.

Why? No phenomenon of this complexity has a
single explanation, but one stands out, and it is sur-
prisingly simple: countries are caught in a prisoner’s
dilemma. All countries recognize that they would all
be better off if they all reduced their emissions, even-
tually to net zero. But each country fears that doing
this would put its economy at risk. Each might be will-
ing to reduce its emissions substantially if assured
that others will reduce their emissions substantially
and thus avoid dangerous climate change. However,
when contributions cannot be enforced or are volun-
tary, this assurance eludes every country. The prob-
lem is not that every country does nothing; it is that
every country does too little.?

How to do better? It is instructive to consider some
things that have gone well.

Successes

One success is the 99 percent drop in the price of
solar photovoltaic cells since 1976. Public and pri-
vate research and development account for 59 per-
cent of the drop, economies of scale for 22 percent
and learning by doing for 7 percent.® Research and
development were particularly important early in the
process; economies of scale became important later.
The history of solar research and development can be
traced from the first solar cell developed at Bell Labs
in the United States in 1954 to further developments
spurred by the Space Race; the US response (begin-
ning with President Richard Nixon’s Project Inde-
pendence, a programme to make the United States
energy independent by 1980) and Japan’s response
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(especially its Sunshine Program) to the energy crises
of the 1970s; research in Australia in the 1980s; and
the solar boom in Germany in the 2000s, helped by
generous feed-in tariffs.* It took the combined efforts
of multiple countries to get to today’s situation, where
costs are so low that, according to the International
Energy Agency, solar photovoltaics are “becoming
the lowest-cost option for electricity generation in
most of the world.”?

Another success is the decline in the price of lith-
ium-ion batteries. Since commercialization began in
1991, the cost of this form of energy storage has fallen
97 percent. Public and private research and develop-
ment account for 54 percent of the drop, economies
of scale for 30 percent and learning by doing for 2 per-
cent.® Most of these activities have been undertaken
by the electronics industry (mobile phones, notebook
computers, power tools and so on).” Advances in this
technology, combined with policies to promote de-
mand, have propelled a rapid increase in electric ve-
hicle sales, particularly in China, the European Union
and the United States. Globally, lithium-ion battery
demand for electric vehicles increased 65 percent be-
tween 2021 and 2022.% Thanks to this technology, an
increasing number of countries and vehicle manufac-
turers plan to phase out sales of internal combustion
engines by 2035.

These developments (and others, such as the fall-
ing costs of wind turbines and light-emitting diode
bulbs) took place outside the UNFCCC process and
arguably had little to do with the climate negotia-
tions. Negotiators have asked countries to reduce
their emissions, an approach that falls into the trap of
the prisoner’s dilemma. Had countries focused more
on changing the economics of new technologies,
the outcome might have been different. Rather than
ask countries to reduce their use of fossil fuels, why
not focus on making alternative fuel sources cheap-
er than fossil fuels? Doing this practically guaran-
tees the global spread of new technologies, reducing
emissions everywhere.

Tipping

Solar photovoltaics and battery-powered electric ve-
hicles have spread (so far) without the help of a treaty.
They are examples of cascade effects.” Once enough

research and development have been undertaken to
encourage uptake of a technology by one country,
that country’s production lowers costs for all, main-
ly through economies of scale, encouraging uptake by
other countries. Their uptake in turn lowers costs fur-
ther, encouraging even more countries to adopt the
technology, and so on. Cascades generate positive
feedback.

In some cases a single country may be unable to
kick-start a cascade, but a critical mass of countries
may be able exert the “big push” required for tip-
ping. Network externalities often drive universal
adoption. An example is ocean shipping of oil. His-
torically, most oil pollution in the seas resulted from
the way oil was transported. After completing an oil
delivery, a tanker would take on ballast water for the
return journey. Before picking up its next load, the
tanker would release its ballast water, mixed with oil
residue, into the sea. This process, repeated over and
over, was a major source of ocean pollution. To limit
this pollution, the 1954 International Convention for
the Prevention of Pollution of the Seas by Oil (OIL-
POL) required tankers to limit their release of ballast
water to an area at least 50 miles from shore. Being a
prisoner’s dilemma, however, OILPOL like the Kyoto
Protocol, was difficult to enforce.

In the 1970s a different approach was tried. The
International Convention for the Prevention of Pol-
lution from Ships (MARPOL) required that oil tank-
ers separate the tanks that hold oil from the tanks
that hold ballast water, necessitating tanker redesign.
MARPOL'’s approach was more costly than OILPOL
but easier to enforce.’® Once enough ports denied
entry to tankers of the old design, more tanker op-
erators met the new standard, and as more tankers
met the new standard, more ports allowed entry only
to tankers that met the new standard to protect their
coastlines. In this situation there was a tipping point
for participation that guaranteed universal adher-
ence." Intuitively, the tipping point would need to be
atleast 50 percent of all shipping, and in practice, this
turned out to be the threshold adopted for entry into
force of the agreement mandating the new technolo-
gy standard. According to the International Maritime
Organization, “MARPOL has greatly contributed to
a significant decrease in pollution from international
shipping and applies to 99% of the world’s merchant
tonnage.”*
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The Kyoto Protocol wisely exempted emissions
from international aviation and shipping, believing
that these sources ought to be controlled through the
International Civil Aviation Organization and the In-
ternational Maritime Organization. These are essen-
tially standards organizations, the appropriate bodies
to negotiate emission reductions in their spheres of
influence. By focusing on standards rather than emis-
sions limits (which are, in any event, difficult to as-
sign to individual countries), these organizations can
stimulate positive feedback, causing a new standard
to tip.

Suppose that the best alternative to bunker fuel
turned out to be green ammonia, a fuel produced by
combining nitrogen extracted from the air with hy-
drogen extracted from water, both processes powered
by renewable energy. How to proceed? Ammonia
would likely cost several times as much as heavy fuel
oil. A switch to ammonia would also present techni-
cal challenges. It would require new engines, new on-
board storage tanks (necessitating new ship designs)
and new port facilities: in short, a new technology-
fuel standard. A switch to ammonia clearly would not
happen one country at a time. Vessel owners would
not want to run their ships on ammonia unless a net-
work of refuelling infrastructure were available, just
as no country would want to build an ammonia fuel
network unless assured that lots of ships would run
on ammonia. Lock-in would be a barrier to switching
if only one or a small number of countries switched.
But as more ports switched to ammonia, more ship
owners would want their vessels to run on ammo-
nia, and as more ships ran on ammonia, more ports
would want to switch. Tipping of a standard for
green ammonia would resemble the experience with
MARPOL.

Mission Innovation, a coalition of 22 countries
working outside the UNFCCC process, has a plan
to reduce emissions in shipping that obeys the logic
sketched out above. A first goal is to undertake re-
search and development to identify the best alterna-
tive to heavy fuel oil. A second goal is to facilitate the
spread of this new technology-fuel standard. Again,
suppose that the research and development under-
taken in the first stage revealed ammonia to be the
“winner.” How to achieve the second goal of ensur-
ing global spread of the new standard? Mission Inno-
vation would aim to establish a fleet of at least 200

ships able to run on the new fuel; to build a “global
port infrastructure to support vessels operating on ze-
ro-emission fuels so that by 2030, 10 large trade ports
covering at least three continents supply zero-emis-
sion fuels”;? and, finally, to scale up production of
the new fuel so that it supplied at least 5 percent of
the total market. It is unlikely that 200 ships, 10 large
ports and a 5 percent share of the fuel market would
suffice to tip the global market, but at least this initi-
ative sees the logic of needing to change the system.
Changing the system is the essence of a strategy that
seeks to transform the prisoner’s dilemma into a tip-
ping game. Once critical mass gets past the tipping
point, such an approach generates positive feedback,
leading to a global switch, as we saw with MARPOL.

Trade

The approach pursued by the UNFCCC, focusing on
emissions reductions, generates negative feedback. If
one country (or group of countries) reduces its emis-
sions unilaterally, comparative advantage in green-
house gas-intensive sectors shifts to other countries,
causing their emissions to increase—a phenomenon
known as trade leakage. Also, if the emissions reduc-
tions are achieved by lowering fossil fuel use, global
prices for these fuels will fall, causing other countries
to increase their consumption and, thus, emissions.
This negative feedback intensifies the incentive to
free ride, which is inherent in the prisoner’s dilemma.

Because of these trade-related concerns, domes-
tic climate policies often exclude greenhouse gas-
intensive industries from having to reduce their
emissions—undermining unilateral efforts to reduce
emissions. The European Union is planning to ex-
tend its emissions trading arrangements to previous-
ly protected industries in order to reduce emissions
further. However, due to concerns about leakage, it
is planning to replace the exclusions with industry-
specific carbon border adjustment mechanisms—a
move that may stimulate conflict. As happened pre-
viously when the European Union tried to extend its
emissions trading system to international aviation,
other powerful states may retaliate. Also, developing
countries may protest that, by treating domestic pro-
duction and imports alike in terms of emissions, bor-
der tax adjustments violate the principle of common
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but differentiated responsibilities enshrined in the
UNFCCC. Finally, correcting for leakage will not cor-
rect for free riding.

However, linking climate agreements to trade co-
operation can help prevent free riding—and, in the
process, prevent leakage. Trade agreements are eas-
ier to enforce than climate agreements. This is be-
cause trade is bilateral, whereas emissions reductions
are a global public good. If a country violates a trade
agreement, the countries harmed by the reduction
in trade have a strong—almost built-in—incentive to
retaliate. The fear of retaliation motivates countries
to abide by their trade agreements. By contrast, if a
country emits more than allowed by a climate treaty,
other parties to the agreement harm only themselves
by reciprocating—and so will not retaliate. Because
trade agreements are easier to enforce, linking trade
cooperation to cooperation in supplying a global pub-
lic good may overcome free riding incentives.”

The prime example is the Montreal Protocol, which
protects the stratospheric ozone layer. The treaty
bans trade between parties and nonparties in chloro-
fluorocarbons (CFCs) and products containing CFCs
and works as follows. If no other countries participat-
ed in the agreement, no country would want to par-
ticipate because doing so would mean losing all gains
from trade in CFCs in addition to losing out from
free riding. However, if all other countries participat-
ed, any country would want to participate so long as
the gains from trading with the rest of the world ex-
ceeded the gains from free riding. Intuitively, every
country would have an incentive to participate pro-
vided enough others participated. Trade measures
thus imply the same kind of tipping point as with
MARPOL—a result that makes sense when consider-
ing that denying a vessel access to a port is equivalent
to a trade ban. Thanks partly to the trade measure,
the Montreal Protocol has been remarkably effective,
preventing both leakage and free riding.!¢

In Kigali in 2016, the Montreal Protocol was
amended to control hydrofluorocarbons (HFCs), a
cousin of CFCs. Since HFCs are a powerful green-
house gas and do not deplete the ozone layer, the
Kigali Amendment is a climate treaty negotiated
outside the UNFCCC process. Further, because Ki-
gali incorporates the same trade measure as the
Montreal Protocol, it represents the first climate
treaty to incorporate a trade measure. The Kyoto
Protocol was unable to control HFCs, but the Kiga-
li Amendment will very likely do so, especially after
its trade measure enters into force in 2029. Also, un-
like unilateral policies to control for trade leakage,
the Kigali Amendment incorporates a side payment
mechanism to cover the incremental costs of devel-
oping countries’ compliance with the treaty’s control
measures. The Kigali Amendment promotes coop-
eration in the same spirit as the UNFCCC, only by a
different means.

Way forward

For all its efforts the UNFCCC approach to limit-
ing climate change has so far fallen short of achiev-
ing its goals. Fortunately, the Paris Agreement can
be complemented by other agreements aimed at re-
ducing emissions in particular sectors. Indeed, this
has already happened. The Kigali Amendment was
adopted less than a year after the Paris Agreement.
Other developments, including the falling prices of
solar photovoltaics and lithium-ion batteries and the
aspirations of Mission Innovation, hint that more
progress is possible. The key feature shared by all
these efforts is their focus on interventions (techni-
cal standards, research and development, and trade
measures) that can transform systems by achieving
critical mass.” Surely, many more such possibilities
remain to be discovered.

NOTES

Annex | countries include the industrialized countries that were members
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See Barrett and Dannenberg (2016) for a laboratory experiment of the Par-
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but not what they do (meaning their actual contributions to achieving their
pledges and target).
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SPOTLIGHT 4.2

Caution in the use of behavioural insights is associ-
ated with challenges in replicating some findings.!
Such concerns follow on the crisis of replicability
that affected some psychology research in the 2010s,
when several high-profile findings that garnered
media and policy attention failed to be replicated in
subsequent attempts.? In particular, studies over the
past 20 years based on experiments failed to repli-
cate at higher rates than nonexperimental studies.?
A recent review found that only two-thirds of so-
cial science experiments reported in two top jour-
nals were replicated, and the average effect size was
about half of that reported in the original studies.*
One of the signature nudge interventions—making
organ donations the default—failed to replicate and
could even be counterproductive.® Several efforts
have documented not only failures to replicate but
also potential scientific misconduct.® Learning from
these challenges, there is awareness that behavioural
science will likely evolve to deliver more robust find-
ings, be more cautious on claims based on statistical

Using insights from behavioural science: Watch out!

inference and address issues of more direct policy
relevance.’

But insights from behavioural science confront an-
other challenge. Given the proliferation of cognitive
biases identified in the literature, even if findings are
robust, it is challenging for interventions to address
them all or to ensure that addressing one bias does not
exacerbate some other bias. The cognitive bias codex
(figure S4.2.1) may appear as little more than “a trove of
plausible ad hoc modifications to rational choice mod-
els.”® This challenge has motivated efforts to find a set
of restricted causal mechanisms that could account for
a large set of cognitive biases.” A better understanding
of cognitive processes (and the limits of human cogni-
tion)'® has inspired hypotheses about mechanisms that
could account for several cognitive biases.! These in-
clude cognitive uncertainty’? or an understanding of
how people estimate probabilities through the selective
recall of memories.” But even theories that held togeth-
er different biases that have received strong empirical
support!* sometimes fail to be replicated.
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Figure S4.21 The identification of 180 cognitive biases makes it hard to derive insights about how to change behaviour
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SPOTLIGHT 4.3

Cultural evolution and development policy

Joseph Henrich, Harvard University, Departments of Human Evolutionary Biology and Psychology,

Harvard’s Kennedy School

All approaches to policy design and economic devel-
opment require assumptions about human nature,
though these are often implicit, typically smuggled
in without notice.! By attending closely to human
evolutionary biology, the new interdisciplinary field
of Cultural Evolution (CE) offers fresh insights into
human behaviour, cultural differences, psychological
changes, institutional effectiveness, technological in-
novation and economic outcomes.? Because of'its his-
torical and comparative approach, CE has explored
a broad range of social phenomena, including reli-
gions,® witchcraft beliefs,* kinship systems,® collec-
tive rituals® and gender inequalities,” and considered
their links to various economic, political, demograph-
ic, social and health outcomes.

Drawing on CE research, I shine a spotlight on the
nature of human cooperation, the coevolution of in-
stitutions and cultural psychologies and the impact of
shocks on people’s psychology. Like economics, CE is
built on a large body of formal mathematical models
that act as mental prostheses for thinking about the
learning and decisionmaking processes that under-
pin behaviour and how these give rise to sociolog-
ical phenomena such as social norms, institutions,
large-scale cooperation and ethnic groups.® Howev-
er, unlike economics, CE is founded on evolutionar-
ily plausible and empirically grounded assumptions
about how humans actually learn and adapt rather
than on notions of rational choice rooted in free-float-
ing philosophical assertions.

New evolutionary foundations

Taking an evolutionary perspective, CE theorists
begin by asking a set of deep questions about our spe-
cies. What kind of animal are we? What is the secret
of our species’ success? How are we different from
other animals?

Decades of research point to a set of answers, but
they are not the ones many people assume. Much
of our nature is nurture, but nurture from selected
members of our communities and peers as well as our
families. We are a cultural species that has evolved
genetically to rapidly, efficiently and often uncon-
sciously acquire beliefs, ideas, heuristics, percep-
tions, motivations and much more from those around
us.’ Our life histories—gestation, infancy, childhood
and so on—have evolved to permit us to adaptive-
ly calibrate aspects of our psychology, including our
attention, preferences and perceptions, to the worlds
we confront. Indeed, a growing body of research
shows how, beginning in our first year of life, humans
seem exquisitely well attuned to selectively attending
to and learning from the people most likely to possess
useful or adaptive information, often relying on cues
of competence, skill, success and prestige to target
our learning efforts.’® We also assiduously attend to
certain domains, such as those related to food, sex,
reputation, animals, plants and social groups, and
process these different domains in distinct ways.!

Over generations these selective learning process-
es and content filters generate, often without anyone
realizing it, increasingly adaptive cultural packages of
tools, know-how, beliefs, motivations and more. We
have depended on the useful products of such cul-
tural processes for so long that we have genetically
evolved to rely on what we acquire from other people
—culture—over our own experience or instincts.
Many cultural products and practices, including our
institutions, may appear “rational” but instead ac-
tually emerged through cultural evolution, often
without anyone evaluating the costs and benefits of
alternative options or even understanding how and
why particular practices, institutions or heuristics
emerged. Of course, our evolved learning abilities—
like our instinctual tastes for fat, salt and sugar—can
produce extravagant maladaptations, which include

CHAPTER 4 — EXAMINING HOW TO ENHANCE COLLECTIVE ACTION 129



deeply held commitments and beliefs that deviate
wildly from reality. But that is the cost of being a cul-
tural species.

In applying this approach to understanding human
cooperation, researchers have focused on how cultur-
al learning, operating within groups and over time,
gives rise to social norms. Social norms are widely
shared behavioural patterns typically sustained by
reputational effects, punishment, signalling or other
mechanisms that can incentivize individually cost-
ly behaviours or practices. Norms emerge spontane-
ously once people can learn both focal behaviours
(such as sharing food) and the standards for judging
others (for example, nonsharers are “bad”). Around
the world both ethnography and experiments suggest
that the social norms spread by cultural evolution
may explain many widespread patterns of cooper-
ative behaviour, from food sharing among hunt-
er-gatherers to voluntary blood donations in modern
urban centres.!? Because humans have had to nav-
igate social landscapes shaped by social norms for
eons, we have genetically evolved a norm psychology
that primes us to readily learn social rules, internalize
these rules as behavioural heuristics or motivational
preferences and react negatively to norm violators.
Norm internalization may be a key aspect of what
makes us behave fairly and altruistically in normative
contexts."

Behavioural economists stumbled upon these in-
ternalized normative motivations when they began
conducting economic experiments such as the
prisoner’s dilemma or ultimatum game. And, of
course, anthropologists established decades ago that
game-related behaviours, driven by particular pref-
erences or heuristics, are culturally transmitted™ and
vary predictably across human societies in ways pat-
terned by cultural evolution.”

Rather than assuming institutions as if they de-
scended from on high or were hammered out by ra-
tional actors in some Lockean social contract,'® CE
offers a natural way to theorize and understand the
origins of institutions from the ground up. It propos-
es that informal institutions represent interlocking
sets of social norms. Marriage institutions, for exam-
ple, are formed by norms that specify such things as
who pays whom to form the union (such as brideprice
or dowry), where the couple lives after marriage (for
example, with the groom’s family) and how many

spouses one can have at the same time (polygyny ver-
sus monogamy).” Formal institutions emerge when
some of the norms or rules in a more comprehensive
package are written down. This is part of the reason
that formal institutions cannot be readily replicated
by simply agreeing to follow the written elements of
the institutions—many of the key constituents of any
real institution are not written down.

The oldest institution

Crucially, there is much more to human nature than
simply our cultural learning abilities and our norm
psychology. To see this, consider the oldest and most
fundamental of human institutions—the family, or
what anthropologists call kinship systems. These
packages of social norms variously harness, extend or
suppress aspects of our innate kin psychology.!® Like
other species, our kin psychology includes instincts
for helping close relatives, avoiding inbreeding (such
as sex with siblings) and sustaining pair-bonds. Cul-
tural evolution exploits these aspects of our evolved
psychology to build various social organizations or
networks, including clans, kindreds, extended fam-
ilies and lineages, using norms that specify accept-
able marriage partners (incest taboos), inheritance
rules (of resources, leadership positions and identi-
ty), communal ownership, postmarital residence and
shared culpability for crimes (termed corporate re-
sponsibility). By variously strengthening, weakening
or modifying various kin bonds, cultural evolution
can forge either corporate collectives capable of high
levels of cooperation or sprawling social networks
that offer people refuge when disasters strike.'

Historically, after the origins of food production
more than 10,000 years ago, competition among
groups with varying social norms drove changes in
kin-based institutions that fostered intensive, tight-
ly knit cooperative networks and larger scale coop-
eration. The shifts to polygynous clans and lineages
during this period, particularly those based on pat-
rilineal lines of descent, were so profound that they
can be seen in the genome in the massive reduction
in Y chromosome diversity after the emergence of ag-
riculture but before the rise of states.®

To illustrate the power of kinship, consider a specif-
ic custom, the social norms specifying that adults can
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have only one spouse at a time—normative monog-
amy. Most societies throughout human history—85
percent by some estimates—have permitted high-sta-
tus men to take multiple wives.?! Even in otherwise
highly egalitarian hunter-gatherer societies, the most
prestigious hunters, warriors, storytellers and sha-
mans often took three to five wives. To explore why
monogamous marriage emerged and spread in soci-
eties where massive wealth differences among men
persist, cultural evolutionists have pointed out that
polygynous marriage generates societal-level costs:
it tends to create a large pool of low-status men who
have little opportunity or access to the marriage and
mating market. Faced with ending up as evolution-
ary zeroes, unless they can catapult themselves up
a steep status hierarchy, men become more likely
to take risks that result in crime, raiding, violence
and rape.

Monogamous marriage, by contrast, creates a more
equitable distribution of wives and children across
the male status hierarchy, effectively draining the
pool of low-status bachelors and, instead, enlisting
them in an army of husbands and fathers, giving them
a stake in the future. Interestingly, while in monoga-
mous societies both marriage and fatherhood are as-
sociated with declines in men’s testosterone levels,
the same is not true of men in polygynous societies.
Indeed, several lines of evidence suggest that, at least
under some conditions, reducing polygynous mar-
riage influences crime, domestic violence and gender
inequality. The adoption of monogamous marriage
is a fascinating case because it runs directly contrary
to the interests of elite and powerful men, who usu-
ally have a disproportionate influence on laws and
policy.?

Across traditional kinship practices, including
norms related to polygyny, cousin marriage, inher-
itance and residence, ample evidence demonstrates
the impact of kin-based institutions on important
outcomes, including economic prosperity, trust, civic
participation, innovation, corruption, child health,
gender inequality, education investments and the
effectiveness of democratic institutions. Duman
Bahrami-Rad and colleagues, for example, show
that measures of traditional kinship intensity pre-
dict global measures of economic prosperity based
on nighttime satellite luminosity.?® Indeed, focus-
ing only within countries, their analyses show that

crossing from an ethnic group with high kinship in-
tensity (polygynous clans) into an ethnic group with
low kinship intensity (monogamous nuclear fami-
lies) corresponds to a substantial rise in luminosity/
prosperity.

Of course, while kin-based institutions are noto-
riously resilient, policies can and have altered key
social norms and changed how these institutions
operate.?* For example, using historical data for the
United States, Ghosh, Hwang and Squires (2023)
show how state laws prohibiting cousin marriage re-
sulted in faster urbanization and more rapid income
growth.? Similarly, illustrating potential pitfalls, a
study of India shows how legal changes in 2005 that
gave women equal inheritance rights caused a rise in
arranged marriages to patrilineal cousins, which in
turn resulted in a decline in both gender equality and
women entering the labour market. In both cases the
social and economic effects were inadvertent, though
probably desirable to policymakers in the former case
but undesirable in the latter.?

The study of kin-based institutions illustrates two
important features of cultural evolution. First, un-
derstanding these institutions offers a clear example
of why it is crucial to theorize about human nature—
without such a framework it is difficult to fathom why
people care so much about close relatives, why tes-
tosterone responds to the local mating environment
(monogamy or polygyny) and why people internalize
social norms (where do fairness preferences come
from?). Concepts such as norms and institutions are
not assumed into existence but instead are under-
stood as arising through clearly defined evolutionary
processes.

Second, cultural evolution shows how institutions
can emerge without conscious social contracts or ra-
tional choice but still operate in functional ways, serv-
ing the interests of society or particular subgroups.?”
Indeed, like the proverbial fish that does not know it
lives in water, most people do not understand how
our institutions work. Normative monogamy offers an
example of an institution that, operating over genera-
tions, dramatically influences societal social dynamics
and important outcomes. Yet most people, including
policymakers and legal scholars, do not recognize
why or how it works or even realize that it “does” an-
ything.?® Here, cultural evolution offers a founda-
tional understanding of kin-based institutions that
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highlights an array of potential policy levers as well as
potential pitfalls that typically go unrecognized.

Markets, religion and intergroup competition

To understand the evolution of larger scale cooper-
ation above the kin group, cultural evolution offers
a multilevel perspective—supported by an armoury
of formal models*—that analyses the impact of in-
tergroup competition and conflict. The approach re-
veals how intense cooperation among smaller groups
within societies, such as families, villages and ethnic
groups, can undermine cooperation at higher lev-
els such as in kingdoms, states and empires.*®* When
smaller groups within societies command too much
solidarity and loyalty, it gets harder to motivate peo-
ple to pay taxes, fight wars, build canals and so on.
This multilevel evolutionary perspective permits
researchers to spot the fault lines where morality
breaks down, cooperation plummets and conflict be-
gins. This approach also underlines the challenges to
achieving global-level cooperation.™

Beyond kin-based institutions, the social norms,
beliefs and motivations that drive large-scale cooper-
ation are influenced by many factors, including mar-
ket institutions, religions and domesticated forms of
intergroup competition. Focusing on markets, several
lines of evidence indicate that greater market integra-
tion is associated with greater impersonal prosocial-
ity, including greater trust, fairness and cooperation
with anonymous others. The idea, which traces back
to the Enlightenment, proposes that by engaging with
markets, people acquire and internalize norms that
foster reciprocal and mutually beneficial transactions
with strangers.*? For example, using a global database
of folktales, Enke shows that greater market integra-
tion is associated with greater moral universalism
and trust in strangers, as captured by people’s tradi-
tional stories.*® Similarly, behavioural experiments in
Ethiopia show that communities of Bale Oromo that
are located closer to markets are more cooperative
with anonymous others and consequently are better
able to sustainably manage local forests.>*

Cultural evolutionists have long argued that in-
tergroup competition, operating over thousands of
years, has shaped religions and rituals in ways that
expand the sphere of cooperation and exchange,

fostering the scaling up of human societies. Empiri-
cally, cultural evolution has explored the impact of
different religions on family organization (kinship
intensity), aspects of moral psychology, cooperation
among strangers and economic outcomes.*® For ex-
ample, using both economic experiments and sur-
veys, several studies show how stronger beliefs in
powerful moralizing gods or universal karmic forces
foster greater cooperation and fairness with anony-
mous others. This finding is particularly striking on
realizing that a belief in such deities is not found in
most human societies and emerged only during the
last few thousand years. Similarly, global variation in
people’s commitment to world religions is correlated
with key economic preferences, including general-
ized trust, altruism towards strangers and reciproc-
ity with anonymous others.?* Such psychological
patterns converge with older research linking eco-
nomic growth to religious beliefs about the afterlife.
Finally, cultural evolution has also domesticat-
ed forms of intergroup competition within societies
that galvanize higher trust and cooperation among
strangers against the corrosive effects of self-interest,
nepotism and cronyism. Cultural evolutionary theo-
ry suggests that competition among groups demands
cooperation, resulting in the spread of motivations
and practices that increase cooperation. Testing this
idea, Francois and colleagues exploited a natural ex-
periment in which changes in banking regulations in-
creased competition among firms, mostly during the
1970s and 1980s.38 They show that this policy change
increased competition, which in turn drove trust grad-
ually upward over many years. Supplementing this,
the study used panel data for Germany to show that
trust rose when individuals moved to a more compet-
itive sector of the economy and declined when they
moved to a less competitive sector. In the lab the team
confirmed that increasing intergroup competition in-
creased both people’s willingness to cooperate with
strangers and their inclination to state that “most peo-
ple can be trusted” on the generalized trust question.

Thinking, feeling and perceiving

Because CE proposes that human brains evolved
genetically in worlds structured by changing insti-
tutions, languages and technologies, the field was
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primed to recognize, study and eventually explain
psychological differences across populations. Psy-
chologists and economists typically assume that
human minds are like digital computers—that the in-
formation-processing hardware is all fixed. However,
it is increasingly clear that human brains evolved to
ontogenetically adapt their information processing
to the challenges that individuals face while grow-
ing up and, to a lesser degree, over the course of their
lives. For example, recent work exploring the role
of paddy rice agriculture, irrigation, ploughs, pasto-
ralism, kin-based institutions and urbanization has
sought to explain the variation around the world in
moral psychology, conformity, holistic thinking, in-
group loyalty, normative tightness, nepotism, hon-
our motivations, individualism, personality structure
and impersonal prosociality (trust in strangers).® It
is not just that different institutions create different
incentives—as many economists have assumed—it
is that people who grow up in different places come
to process information differently. That is, they per-
ceive, reason, feel and think differently.*°

Such psychological variation implies that identical
policies, laws and institutions will often have differ-
ent outcomes due to underlying psychological differ-
ences. For example, in a field experiment conducted
in Ghana, India and the Philippines, researchers ran-
domly assigned workers to be paid using an individu-
al piece rate, where they were paid according to how
much they alone produced; a group piece rate, where
they were paid according to the average productivity
of their small working group; or a daily wage, where
they were paid independent of their productivity.

Strikingly, the most profitable policy depended on
the population. In the most individualistic country in
this trio, India, both the individual and group piece
rates generated roughly a 20 percent increase in av-
erage performance, which is about what would be
found in the United States using an individual piece
rate. In the Philippines the performance-enhancing
effects of paying an individual piece rate were only
about 10 percent (half that of India), but the effect
of the group piece rate was not any better than sim-
ply paying a daily wage. In Ghana neither piece rate
scheme generated any improvement in performance
over the simple daily wage. The performance-en-
hancing policy depends on the cultural psychology
that people bring into the labour market.

Indeed, using data from 11,702 firms around the
world, analyses show that firms in more individualis-
tic populations are more likely to rely on performance
pay. Here, what might look like a failure to adopt the
most effective management practices (that is, not
using performance pay) might instead represent an
appropriate calibration to the local cultural psychol-
ogy. Such results, and numerous others, suggest that
many insights from standard economic models are
most applicable to societies with particular cultural
psychologies.*! CE offers an overarching framework
for thinking about human behaviour, psychology and
decisionmaking that seats individuals within their
historical and cultural contexts, effectively organ-
izing and explaining the potpourri of (mostly) cul-
turally evolved heuristics and biases identified by
behavioural scientists.

Wars, hurricanes, earthquakes,
epidemics and other shocks

Recognizing the central importance of shocks ranging
from volcanic eruptions and plagues to wars and hurri-
canes, cultural evolutionists have examined how such
events affect people’s psychology and shape cultur-
al change. A growing body of research demonstrates
that shocks can powerfully affect people’s sociality—
bonding them more closely to their communities while
also tightening their commitments to social norms.
Using a variety of natural experiments, surveys, eco-
nomic games, psychological measures (from text
analysis) and naturalistic observations, researchers
have shown that shocks strengthen cooperation within
local groups, tighten social norms of all kinds, increase
people’s religious commitments and, perhaps oddly,
shift them away from a universalistic morality. In Sier-
ra Leone, for example, those most affected by the civil
war, which had ended a decade prior, were more coop-
erative with their local ingroups and more religious but
less inclined to cooperate with distant strangers.*?
This is important because climate shocks shape
morality and cooperation in ways that seem poor-
ly suited to achieving the kind of global cooperation
necessary to tackle problems such as climate change.
To foster such large-scale cooperation, cultural evo-
lution suggests there may be ways to scale up some of
the processes that have galvanized cooperation over

CHAPTER 4 — EXAMINING HOW TO ENHANCE COLLECTIVE ACTION 133



the past 10 millennia. First, intergroup competition,
whether among firms or countries, can be harnessed
in more benign ways to increase cooperation.* Sec-
ond, our evolved psychology of interdependence and
ethnic psychologies can be tapped to create a pan-hu-
man sense of connection and a global identity that
expands the moral sphere.** Third, given our pow-
erful inclination to copy the most successful and de-
termined prestigious nations, groups and individuals

can foster greater cooperation by leading with costly
prosocial acts that demonstrate the commitments
they are seeking from others, not by waiting to see if
others will cooperate.*

To conclude, equipped with a theoretically rich
conception of human nature, the rapidly growing
field of CE offers many new perspectives and ap-
proaches on how to think about and study cultural
change, economic development and social policy.
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SPOTLIGHT 4.4

The role of trust and norms in tax compliance in Africa

Odd-Helge Fjeldstad and Ingrid Hoem Sjursen, Chr. Michelsen Institute, Norway

The tax system is a key formal institution with a
unique role in the social contract between people
and governments, as an essential source of revenue
for governments to fund public services and pro-
grammes that benefit the community. It also provides
an important entry point to explore how people en-
gage with institutions across different contexts and
the role of culture, beliefs, norms and perceptions in
determining issues such as compliance with policies.
This spotlight synthesizes findings from recent re-
search on determinants of tax compliance and eva-
sion, with a focus on developing countries.

Mobilizing domestic revenue is crucial for develop-
ing countries to achieve the Sustainable Development
Goals. However, tax evasion is a major challenge in
many countries. Research and policymakers have
generally focused on law-based compliance and the
role of formal rules and institutions such as audits
and penalties to reduce tax evasion—often referred
to as enforced compliance.! More recently, voluntary
compliance’—informal norms and beliefs motivating
taxpayers’ compliance, particularly trust and norms—
have received more attention.® Voluntary compli-
ance is likely to be particularly important in countries
where enforcement capacity is weak.* This spotlight
starts with a short theoretical background on how
a deeper understanding of trust and norms can en-
hance our understanding of voluntary compliance. It
then examines how these factors vary across different
contexts, taxpayers and tax bases and how these var-
iations affect voluntary compliance. The last section
discusses policy implications.

Deeper knowledge of trust and norms can
enhance our understanding of tax compliance

Trust (a person’s belief that another person or insti-
tution will act consistently with their expectations
of positive behaviour)® fosters social and economic

progress.® Theoretical work emphasizes the impor-
tance of trust in the government and in the tax ad-
ministration, as well as for voluntary tax compliance.
Kirchler, Hoelzl and Wahl (2008) develop a theoret-
ical framework in which trust in tax authorities and
the power of authorities are the main determinants of
tax compliance, where trust fosters voluntary compli-
ance and power leads to enforced compliance. When
taxpayers trust the tax administration and perceive it
as benevolent and working beneficially for the com-
mon good, taxpayers may feel obliged to adhere to
decisions, policies and rules, even in the absence of
powerful administration and enforcement.” Prichard
and others (2019) develop a conceptual framework
for tax reform and compliance that highlights four
key drivers of trust: fairness (the tax system is fairly
designed and administered), equity (burdens are eq-
uitably distributed and everyone pays their share),
reciprocity (tax revenue is used for public goods and
services) and accountability (governments are ac-
countable to taxpayers). While fairness and equity are
features of the tax system, reciprocity and accounta-
bility relate to broader governance issues. The equity
dimension entails that in addition to trust in the tax
authority, trust in fellow citizens may be an important
determinant of tax compliance.

Both personal and social norms have been argued
to be important determinants of tax compliance (table
$4.4.1).2 Social norms may be important to tax compli-
ance because people care about how they are perceived
by others and the social sanctions and rewards associ-
ated with these perceptions® or because they want to
behave as others do. Importantly, personal and social
norms can be misaligned, and people may not always
act according to their own personal norms.!° Several
studies have identified the phenomenon of pluralistic
ignorance, a situation in which most group members
personally reject a norm but believe that most others
accept it."! When pluralistic ignorance exists, providing
information about the views of others has been shown
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Table S4.4.1 Types of norms and examples

Personal norm or

attitude

(Moral norm)

Social norm

(“a rule of behavior such that individuals prefer to conform to it on the condition that they believe that (a) most people in their reference
network conform to it (empirical expectation), and (b) they ought to conform to it (normative expectation)”; Bicchieri 2016, p. 35)

Descriptive norm
(Empirical expectation)

Injunctive norm
(Normative expectation)

What | believe is
the right thing to do

What | believe others do

What | believe most people think | should do

Source: Bicchieri 2016; Cialdini, Kallgren and Reno 1991.

to change both tax behaviour'? and behaviour in other
areas.” Thus, to understand taxpayer behaviouy, it is
important to identify and analyse the personal and so-
cial norms associated with tax compliance and to inves-
tigate the various factors that influence personal and
social norms. Differentiating between personal and so-
cial norms is a prerequisite for designing efficient pol-
icies to enhance desirable outcomes.* Empirically, a
large literature of field and lab experiments shows that
personal and social norms influence each other and
that both motivate behaviour but that social norms af-
fect behaviour more than personal norms do.

Trust and norms can vary across different
contexts and affect tax compliance

Tax compliance is challenging to measure because
individuals are typically trying to hide noncompliant
behaviour and attitudes.!® Empirical investigations of
determinants of voluntary compliance have common-
ly used survey questions from large databases, such as
Afrobarometer and the World Values Survey, asking
respondents about their views of whether not paying
tax is wrong and punishable/justifiable or whether the
tax authority has the right to make people pay taxes
(figure S4.4.1).” In all countries the average respond-
ent thinks that not paying taxes on income is at least
“wrong, but understandable” and is closer to agreeing
than disagreeing with the statement that the tax au-
thority always has the right to make people pay taxes—
but there is substantial variation across countries.
Studies based on such survey measures show that
within countries voluntary compliance is positively
correlated with a stronger feeling of national identi-
ty,!® trust in the tax authority'® and perceived fairness
in how the government treats the respondent’s own
ethnic group,* which according to the framework of

Prichard and others (2019) is an important driver of
trust. Furthermore, there is a positive correlation be-
tween voluntary compliance and the perceived so-
cial norm for tax compliance, as well as satisfaction
with provision of public services.” However, there are
also substantial differences in correlates of voluntary
compliance among Kenya, United Republic of Tanza-
nia, Uganda and South Africa.?? While these studies
provide interesting insights into correlates of volun-
tary compliance, they do not offer causal evidence or
explanations for the mechanisms through which the
determinants affect voluntary compliance.

The weight of history in shaping
trust and norms today

To better understand the causal mechanisms behind
variations in voluntary compliance, one strand of the
literature studies the effect of historical roots and cul-
tural heritage on voluntary tax compliance.? Cultural
heritage is passed on from one generation to the next
and coupled with the country or ethnic group of ori-
gin. And it is well documented that it can affect peo-
ple’s trust in others—for instance, trust in people from
the same ethnic group or (dis)trust in people from
other ethnic groups, as well as trust in public institu-
tions.?* For instance, evidence suggests that trust is
an important causal mechanism in the negative re-
lationship between economic development today in
parts of Africa and the slave trade: individuals who
belong to ethnic groups that were more exposed to
slave trade are less trusting in their relatives, neigh-
bours, others of the same ethnicity and local govern-
ment.? Moreover, the individual variation in trust
in public institutions and neighbourhood caused by
differential exposure to the slave trade also explains
variations in voluntary tax compliance in several
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Figure S4.4.1 Most people in African countries think that not paying taxes on income is at least “wrong, but
understandable” and are closer to agreeing than to disagreeing that the tax authority always has the right to make
people pay taxes

Not paying the taxes people owe The tax authority always has the right

on their income is... to make people pay taxes...
Mali Sierra Leone
Niger Malawi
Ghana Tunisia
Cameroon Lesotho
Sierra Leone Mali
Burundi Ghana
Liberia Niger
Eswatini (Kingdom of) Senegal
Senegal Liberia
South Africa Botswana
Tanzania (United Republic of) Zimbabwe
Guinea South Africa
Coéte d’'lvoire Kenya
Mauritius Namibia
Madagascar Uganda
Namibia Eswatini (Kingdom of)
Tunisia Zambia
Malawi Guinea
Zambia Cameroon
Botswana Gabon
Gabon Tanzania (United Republic of)
Egypt Burkina Faso
Kenya Burundi
Benin Madagascar
Togo Sao Tome and Principe
Morocco Mozambique
Lesotho Morocco
Burkina Faso Mauritius
Mozambique Egypt
Nigeria Coéte d’lvoire
Zimbabwe Nigeria
Uganda Sudan
Algeria Algeria
Sao Tome and Principe Togo
Sudan Benin
Cabo Verde Cabo Verde
I T T I T T T T
Not wrong at all Wrong, but Wrong Strongly Disagree Neither Agree Strongly
understandable  and punishable disagree agree agree

nor disagree

Note: The survey question for the left figure was “Please tell me whether the following is not wrong at all; wrong, but understandable; or wrong and punishable:
Not paying the taxes they owe on their income,” and the survey question for the right figure was “Please tell me whether you disagree or agree: The tax depart-
ment always has the right to make people pay taxes.”

Source: Based on the results of Afrobarometer Round 6, 2014/2015 (https://www.afrobarometer.org/, accessed 25 January 2024).

countries: more trusting individuals have a higher broader literature in institutional economics that his-
voluntary compliance.? tory can matter for present-day outcomes through
A study in Uganda finds that history also plays a the evolution and persistence of early institutions.?

role in that people in historically centralized parts
of Uganda have mistrust towards the central gov-

ernment and public institutions but may be willing How trust and norms inform
to follow rules and pay taxes when they live in a set- challenges with tax compliance
ting with higher interpersonal trust.”” Trust affects

voluntary tax compliance, and trust is affected by
group heterogeneity shaped by history. Thus, histor-
ical events and organization of societies continue to
shape present voluntary tax compliance through trust
and social norms. This finding relates to results in the

Opportunities for tax evasion by
self-employed individuals

Self-employed professionals have more opportuni-
ties than salaried workers to minimize their reported
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incomes—because more of their income is self-re-
ported as opposed to reported by a third party*—and
are more likely to take advantage of these oppor-
tunities.’® Opportunities for tax evasion may affect
people’s voluntary tax compliance. Research shows
that self-employed individuals have less favourable
views on taxes and the tax authorities than other tax-
payers.’! Tax evasion is also found to be high among
many self-employed individuals.*?

Taxing the rich: Noble objectives,
unrealistic expectations?

Some studies argue that “the weakness of taxes on the
wealthy not only affects revenue but also risks under-
mining broader trust in the tax system and weakening

priority of their citizens

the social contract.”® Thus, it is argued, “taxing the
wealthy more effectively is critical not only to increas-
ing revenue, but also to building trust in the tax system,
thereby unlocking more sustained political support for
taxation and the achievement of longer-term gains.”
However, redistribution through taxation is not a sali-
ent election issue in most African countries,* nor is it a
strong priority of their citizens.*® In most countries the
average response to the Afrobarometer survey question
on the amount of taxes that rich people are required to
pay is closer to “about the right amount” than to “too
little,” and while the average respondent in all coun-
tries is closer to agreeing than disagreeing with the
statement that rich people should be taxed at a higher
rate to help poor people, the support for the statement
is relatively weak in many countries (figure $4.4.2).

Figure S4.4.2 Redistribution through taxation is not a salient election issue in most African countries, nor is it a strong

Amount of taxes paid by rich people

It is fair to tax rich people at a higher tax rate

Eswatini (Kingdom of) Tunisia
Malawi Senegal
Uganda Gabon
Zambia Mauritius
Tanzania (United Republic of) Malawi
Mozambique Morocco
Ethiopia Ghana
Gambia Zambia
Guinea Kenya
Lesotho Mali
Zimbabwe Cote d’'lvoire
Benin Burkina Faso
South Africa Cameroon
Cabo Verde Cabo Verde
Togo Ethiopia
Sudan Tanzania (United Republic of)
Burkina Faso South Africa
Cameroon Togo
Niger Guinea
Namibia Nigeria
Mali Uganda
Cote d’lvoire Botswana
Botswana Lesotho
Angola Mozambique
Sierra Leone Benin
Kenya Sierra Leone
Ghana Eswatini (Kingdom of)
Nigeria Namibia
Morocco Sudan
Liberia Liberia
Senegal Gambia
Gabon Niger
Tunisia Angola
Mauritius Zimbabwe
T I T
Far too little About the Strongly  Disagree Neither agree Agree
right amount disagree

Note: The survey question for the figure on the left was “Do you think that the amount of taxes that rich people in [COUNTRY] are required to pay is too little, too
much, or about the right amount?” and the survey question for the figure on the right was “Do you agree or disagree with the following statement: It is fair to tax
rich people at a higher rate than ordinary people in order to help pay for government programmes to benefit the poor.”

Source: Based on the results of Afrobarometer Round 8, 2019/2021 (https://www.afrobarometer.org/, accessed 25 January 2024).
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Redistributive coalition building in ethnically diverse
societies may be especially difficult,* so that any push
for a wider redistributive agenda to benefit the poor
tends to be weak.®” While we sympathize with the argu-
ment that “the time has come to tax the rich,” the focus
of many African governments is to increase revenue by
broadening the tax base to incorporate larger segments
of individuals and firms in the tax net. The wealthy
elites will probably be affected little by these reforms.
This is reflected in what Mick Moore refers to as tax ad-
ministrations’ obsession to register new tax taxpayers,
the majority of which are small-scale businesses and
poor individuals.® This approach is associated with the
idea that the major source of uncollected revenue in
Sub-Saharan Africa is the informal sector.® A policy of
taxing the very rich is not easy to implement.*

Corporate taxpayers: Trust and
a predictable tax system

Medium and large firms account for most of the tax
revenue in many low- and lower-middle-income
countries. Their voluntary compliance is likely to be
influenced by different factors than individuals and
small firms and needs to be conceptualized different-
ly.* Voluntary compliance by firms is likely to be driv-
en by self-interest to a larger extent than voluntary
compliance by individuals.*? Predictability is a critical
concern of corporate taxpayers and enhances trust
in a way that can allow firms to properly budget and
make realistic plans for the future.*”® It also ensures
that firms will be treated like their competitors. Ques-
tions about fairness and equity are often important
for corporations because they affect market competi-
tion, profitability and the predictability of their opera-
tions.* For instance, are other firms in the same sector
bearing equivalent tax burdens? Firms also are more
likely to be compliant when they believe the govern-
ment is funding services and activities that benefit
them and when they have a voice in shaping those
decisions.* Thus, improving the predictability and
fairness of tax enforcement can foster voluntary com-
pliance and support for reform for corporations.*®

Taxing the informal sector

A large share of economic activity in poor countries
takes place in the informal sector, which is hard to

tax.*” Until recently, tax administrations tended to
give it little priority because returns to effort may be
low in cash terms, and collection is likely to be diffi-
cult. From the economic and administrative perspec-
tives, it makes sense not to tax multitudes of poor
people. The value-added tax system generally ex-
empts basic goods that are consumed heavily by poor
people, and the income tax code generally excludes
individuals and entities with incomes below a certain
threshold. However, in recent years several national
revenue agencies have introduced special presump-
tive taxes directed at the informal economy that are
based on workers’ presumed rather than actual in-
come, given the type of work they perform.*

A wider tax net is not always a good thing, but the
possibility that tax reforms are driven by a calculus
that emphasizes the advantages of excluding mar-
ginal payers must be a cause of concern.* This would
be less of a problem if the actual tax burdens in poor
countries were fairly and effectively distributed, but
they are not. In particular, they often fall heavily on a
small number of registered, formal companies.

Evidence suggests that the relationship between
firm size and evasion is negative or U-shaped, im-
plying that small firms are more likely to evade tax-
ation.®® This evasion may lead to unfair competition,
which can undermine trust and negatively affect the
voluntary tax compliance of medium firms.** Thus,
one argument for improving taxation of small and
medium enterprises is that it is important for ensur-
ing equity and improving voluntary compliance. It
thus makes sense to question the arguments for ex-
cluding smaller taxpayers from the tax net on pure ef-
ficiency grounds and to explore the potential political
and revenue advantages of widening that net, while
also carefully considering the administrative implica-
tions of doing so.

Policy levers to address tax evasion:
Beyond formal laws and regulations

Findings from the research reviewed above show that
history, ethnic diversity and how tax revenue is spent
may substantially affect people’s voluntary tax com-
pliance and trust in government and other citizens.
Voluntary tax compliance is also likely to differ be-
tween segments of taxpayers (for example, between
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individuals and businesses), between different taxes
(for example, between direct and indirect taxes) and
in how taxes are enforced. A general conclusion from
this literature is that policies aiming to improve atti-
tudes towards taxes in Africa should pay attention
to strengthening the general environment of trust.>?
This is linked to a political economy approach that
takes the historical, cultural and political contexts
seriously, combined with conventional economic
thinking.>® Thus, it is important to move away from
a purely technocratic approach when addressing tax
evasion. Advice on tax policy, including methods of
auditing and better tax design are valuable but must
be located in a wider and case-by-case context, es-
pecially given the characteristics of many African
countries.

A first step to addressing deep-rooted tax evasion
norms is understanding how things actually func-
tion in the specific context, independently of how we
would expect the tax system to perform according to
good governance. This calls for more robust analysis
of country and local contexts and institutions, par-
ticularly trust in tax authorities and social norms for
tax compliance. Improving voluntary tax compliance
furthermore requires thoroughly analysing different
segments of taxpayers and revenue administrations,
as well as their environment, to understand key play-
ers’ norms and incentives.

This analysis leads to a two-pronged approach to
reform. The first prong relates to developing policy
instruments that are directed at both the incentives
and opportunities for evasion. Unless taxpayers rec-
ognize that the penalties for being caught are much
more severe than the potential gains, they will con-
tinue to take risk evading taxes. This, of course, re-
quires enforcing the rules, which depends on the
willingness at the top to reduce tax evasion. The
second prong must go beyond legal and regulato-
ry reform to address the root causes of tax evasion.
Many efforts to adopt stricter rules for tax adminis-
tration have failed because informal practices have
continued. Changing social norms and mindsets is
much more difficult than bringing in new regula-
tions in part because social norms are deep rooted.
Successful reforms are not achieved overnight. Re-
formers must keep this in mind and not be discour-
aged when they face challenges in implementing
their reforms.

Social norms can be persistent across generations,
economic development and political regimes.> But
when they change, it can happen quickly—for in-
stance, when new public information becomes avail-
able.® Behavioural tipping points—that is, when
enough people have strong attitudes against an ex-
isting social norm (or towards a new one)—are deci-
sive for norm change. In situations where the social
norms for tax compliance are misperceived (underes-
timated), providing factual information about others’
views may enhance compliance.*

Education can play a role when designed to help
taxpayers understand the importance of paying taxes
and how to do so. A wide range of taxpayer outreach
and education activities exist across countries.” For
instance, the Tanzania Revenue Authority is working
with secondary schools to mainstream tax education
into the curriculum. Government taxpayer education
and outreach programmes generally often appeal
to state-building narratives. Such programmes are
valuable, but they must move beyond the frequent
emphasis on why people should pay taxes towards
emphasizing who pays taxes, how to pay them and
what taxpayers receive in return.>®

An essential component of building trust is the
government’s ability to demonstrate that tax reve-
nue results in public services and broader benefits
for taxpayers.”® When governments can demonstrate
those connections, it is possible to build meaningful
popular support for more effective taxation and com-
pliance.®® This, combined with more transparent and
predictable tax systems, is likely to result in more
positive attitudes towards taxation in Africa and pop-
ular support for more effective taxation.

Just as improved service delivery is likely to be crit-
ical to encouraging voluntary compliance, so too is
there an opportunity for more sustained investment
in building trust with taxpayers.®! A starting point for
such trust building lies in improving the basic fairness
of tax systems. Although discussions of building vol-
untary tax compliance often centre on improving the
provision of public services, improvements in fair-
ness may be important.®* Such improvements are also
much more directly under the control of tax adminis-
trations, which may be pursuing reform and seeking
to build voluntary or quasi-voluntary compliance. Per-
ceived corruption in tax authorities remains a major
barrier to improving trust and voluntary compliance.®
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CHAPTER 5

Expanding agency for collective action

Enhancing human development—including agency—
expands possibilities for people to act as “agents
who can do effective things.” So, how best to expand
agency to foster collective action to address global
challenges?

Narrowing agency gaps can support establishing and
pursuing common goals, such as providing global
public goods, even when differences in preferences,
beliefs and interests persist. Expanding agency can
thus enhance collective action. Institutions can link
human agency and collective action at scale by being
people-centred, co-owned and future-oriented.
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The toll of mismanaged global interdependence on
human development (chapter 1) reflects inadequate
or slow collective action on global challenges ranging
from climate change to pandemics. Not for a lack of
knowledge on what to do. Technologies to power an
energy transition or vaccines to save lives either are
already in place or have been developed quickly—but
our ability to act collectively at scale is falling short
(chapter 2).

Institutions and behaviour are intimately inter-
linked (chapter 4). Policy has long focused on in-
stitutional design and interventions premised on
a set of fixed and universal assumptions about
human behaviour, downplaying broader social con-
texts and how they change over time. Expanding
assumptions about human behaviour with insights
from behavioural science and the role of culture can
widen the set of options to enhance collective ac-
tion to provide global public goods (chapter 4). To
do so, it is critical to recognize the role of human
agency: people’s ability to hold values, set goals and
make commitments that may, or may not, advance
their wellbeing.!

Enhancing human development—including agency
—expands possibilities for people to act as “agents
who can do effective things.”? So how to expand
agency to foster collective action to address global
challenges?

The question motivates this chapter. Advanc-
es in wellbeing can support agency—knowledge,
health and material means enhance the possibil-
ities for people to act as agents—but the relation-
ship is far from automatic. Indeed, the chapter
documents agency gaps—people’s inability to be,
or to believe they can be, agents for change—that
persist or are widening, even as the world is reach-
ing peak levels of income, as well as of health and
education outcomes, along with unprecedented
technological achievements. The focus is on how
agency gaps hinder collective action and how they
are connected with, for example, intensified per-
ceptions of insecurity and distress in parallel with
massive increases in standards of living. For exam-
ple, only about half of people in the world today feel
they have high control over their own lives, a proxy
for agency. And the share of people feeling in con-
trol drops even more when it comes to influencing
collective decisionmaking, since only 31 percent of

people feel they have a say in the decisions of their
government.?

These agency gaps parallel deficits in the collec-
tive action needed to address shared challenges on
a shared planet. Mismanagement of global interde-
pendence may in turn further erode human devel-
opment (chapter 1) and open space for polarization,
resulting in gridlock on collective action (chapter 2).
To break free from this gridlock, the chapter explores
how narrowing agency gaps can support establishing
and pursuing common goals, such as providing glob-
al public goods, even when differences in preferenc-
es, beliefs and interests persist. In this way it argues
that narrowing agency gaps can enhance collec-
tive action. It further argues that expanding agency
needs to be a complementary policy objective along-
side advancing wellbeing achievements and that
institutions can link human agency and collective ac-
tion at scale by being people-centred, co-owned and
future-oriented.

How agency gaps hinder collective action

Despite the dip in Human Development Index (HDI)
values in 2020-2021 and the unequal recovery since
then (chapter 1), there has been notable progress in
the wellbeing aspects of human development: in ex-
panding the achievements and freedoms to live a
better life. At the same time, the agency aspects of
human development*—people’s ability to hold val-
ues, set goals and make commitments,® which imply
the ability to lead a life with purpose—have been rel-
atively neglected as policymaking objectives, particu-
larly those required to pursue collective outcomes.®
Agency enhances people’s capabilities and is posi-
tively correlated with mental wellbeing.’ It is also key
to transforming our world towards sustainability and
equity, an aspiration codified in the 2030 Agenda for
Sustainable Development.®

¢¢ Agency gaps are opening at multiple levels,
limiting people’s ability to act as agents
of change to support collective action

Agency gaps are opening at multiple levels, limiting
people’s ability to act as agents of change to support col-
lective action. It is curtailed by inequalities and power
imbalances that hinder collective decisionmaking.’
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Shortcomings in collective action: Limits to
cooperation, despite unprecedented coordination

Interdependence stems in part from human ultra-
sociality,' reflected in coordinated actions involv-
ing individuals around the world. Markets, which
involve interactions between participants who,
for the most part, may never meet, have become
globalized (chapter 2). Governments have imple-
mented extensive social insurance programmes,
with 3.7 billion people covered by at least one so-
cial protection benefit.! Education systems provide
schooling for 1.6 billion children worldwide.!? While
still insufficient, these numbers represent massive
achievements.

Multilateral institutions, particularly the United
Nations, strive to uphold human rights, advance de-
velopment and promote peace. The United Nations
convenes parties to international treaties, enabling
agreements such as the establishment of a loss and
damage fund at the 28th meeting of the Conference
of the Parties to the United Nations Framework
Convention on Climate Change, from which more
than 3 billion people are set to benefit.* Civil socie-
ty has rallied behind the 2030 Agenda for Sustaina-
ble Development,* bolstered by social movements
that have expanded the realm of possibilities,
championing the rights of women; individuals
who identify as lesbian, gay, bisexual, transgender,
queer, intersex or other sexuality minority; Indig-
enous peoples; individuals living with disabilities;
and more. Social networks facilitate the instantane-
ous exchange of information among some 5.4 bil-
lion internet users.”

Despite these achievements, which often reflect
advances in addressing coordination challenges, in-
ternational collective action is falling short. For in-
stance, in the case of climate change, the following
shortcomings reflect less progress with cooperation:

« Markets fail to account for externalities, but some
externalities are now at planetary scale. For ex-
ample, carbon prices hugely undervalue the costs
associated with greenhouse gas emissions,'® exac-
erbating global inequalities.”

- Governments have mobilized substantial invest-
ment to facilitate the energy transition—but not
at the scale required. In 2023 governments allo-
cated an estimated $1.34 trillion for clean energy

investment, a 25 percent increase since 2021.1%
But this effort pales next to subsidies to fossil
fuels: $7 trillion in 2022, up from $4.5 trillion in
2015 (when the Paris Agreement was adopted).'”
Increased political polarization, which affects
more than two of every three countries, makes
government action even more difficult (chapter
6).2° Financing constraints are another impedi-
ment to government action, exacerbated by tax
avoidance and evasion: globally, multinationals
have shifted 36 percent of their profits to tax
havens.?

- Multilateral arrangements have not marshalled
the pooling of resources required to meet the
aspirations of the 2030 Agenda for Sustainable
Development and the Paris Agreement. The annu-
al target of $100 billion in finance to support the
mitigation of climate change in low- and middle-
income countries has been missed, even though it
represents just 0.1 percent of the global economy
(about $100 trillion).?? And the loss and damage
fund has received annual pledges totalling more
than $600 million, but the annual loss and damage
associated with climate change are estimated to be
as high as $400 billion a year.?

- Civil society has expanded but is also facing head-
winds.?* When people do mobilize, they are often
constrained in their efforts to occupy civic space
and exercise their rights.?® In several countries en-
vironmental activists face violent crackdowns and
persecution; nearly 2,000 environmental activists
were killed between 2012 and 2022.%

¢¢ Agency gaps are both a cause and an effect
of the mismanagement of interdependence,
in a vicious cycle where shortcomings in
collective action to deal with interdependence
lead to costly losses in people’s lives

Agency gaps are undermining collective action

Agency gaps are both a cause and an effect of the mis-
management of interdependence, in a vicious cycle
where shortcomings in collective action to deal with
interdependence lead to costly losses in people’s
lives (chapter 1), as well as to feelings of unsettled-
ness? and human insecurity. Human insecurity fuels
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polarization, with many people gravitating towards
populism (chapter 2).2¢ The protectionist stance often
associated with populism?® further complicates col-
lective action in addressing global challenges.

The consequences of this vicious cycle affect dem-
ocratic norms and practices, as reflected in the de-
cline in indicators tracking people’s ability to shape
collective outcomes (chapter 1).%°

The erosion of democratic norms and practices is
associated not so much with a crisis of support for
democracy as an ideal but with a crisis in institutions
perceived as not delivering on that ideal.®! There is
an emerging democracy paradox: nearly 9 in 10 peo-
ple believe that democracy is a fundamental pillar of
political systems. But support for leaders who may

bypass the fundamental rules of the democratic pro-
cess has markedly increased (figure 5.1). Today, more
than half of those polled express support for such
leaders.

People are questioning some core principles of
collective action. The increase in support for leaders
who might undermine democratic norms and practic-
es has been accompanied by a rise in preferences for
military rule, which today reaches 39 percent of the
population (figure 5.2).32 This apparent paradox (com-
mitment to democracy along with increasing support
for leaders who undermine it) mirrors the gridlock
in adjusting current institutions—not fit for purpose
amid shifting patterns of interdependence—to the
evolving demands from people around the world.

Figure 5.1 The democracy paradox? Unwavering support for democracy along with increasing support for

leaders who may undermine it

Percent of population that thinks positively
about leaders who may undermine democracy
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positively about democracy
but also about leaders who may undermine it
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positively about democracy
and leaders who do not undermine it
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Percent of population that thinks positively about having a democratic system

Note: Data are population-weighted averages for a panel of countries representing 76 percent of the global population. Percent of population on the
vertical axis refers to people who responded that having a strong leader who does not have to bother with parliament and elections is “very good”
or “fairly good.” Percent of population on the horizontal axis refers to people who responded that having a democratic political system is “very good”

or “fairly good.”

Source: Human Development Report Office based on data from multiple waves of the World Values Survey (Inglehart and others 2022).
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Figure 5.2 Large and increasing shares of the population

support leaders who may bypass democratic norms and
practices, 1994-2022

Percent of population
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Note: Data are population-weighted averages of a balanced panel of coun-
tries representing 76 percent of the global population. Percent of population
supporting leaders who may undermine democracy refers to people who re-
sponded that having a strong leader who does not have to bother with par-
liament and elections is “very good” or “fairly good.” Percent of population
supporting army rule refers to people who responded that having an army rule
is “very good” or “fairly good.”

Source: Human Development Report Office based on data from multiple
waves of the World Values Survey (Inglehart and others 2022).
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Narrowing agency gaps can strengthen and

legitimize institutions that enhance collective action

Narrowing agency gaps can enhance collective out-
comes by improving the perceived legitimacy of insti-
tutions (see box 4.7 in chapter 4). Narrowing agency
gaps allows people to have more opportunities to
participate in public reasoning and decisionmaking
through institutions they have confidence in. That
confidence is in turn rooted in people’s beliefs that
institutions deliver on the collective action outcomes
they are meant to support. Low confidence in insti-
tutions reflects shortcomings in delivering on those
collective action outcomes. While economic shocks
(such as increased unemployment) do not affect gen-
eralized trust or the belief that people are helpful,
they are strongly associated with a decline in trust
in institutions such as national parliaments (includ-
ing the European Parliament in countries that are
members of the European Union) and in politicians.
Trust in the United Nations is less affected, suggest-
ing a strong association between negative econom-
ic shocks and a decline in trust in institutions and

individuals that people expect to more directly look
after the common interest (figure 5.3).

Based on this reasoning, we assess agency gaps
using two proxy variables. First, agency gaps are
measured by the percentage of people who report
having no or limited control over their lives. Second,
agency gaps are measured as the percentage of peo-
ple who report that their voices are not considered
in the political system.** About half the world’s peo-
ple report not being in control of their own lives. And
the agency gap in influencing collective outcomes is
much higher, with more than two-thirds of people
worldwide perceiving that they have little influence
in the decisions of their government (figure 5.4).3

The less that people feel their voice is heard in
government, the less confidence they have in gov-
ernment, regardless of how corrupt they perceive au-
thorities to be (figure 5.5). In turn, higher perceptions
of corruption are associated with reduced confidence
in government. So, while addressing corruption is cen-
tral to enhancing confidence in government (as wide-
ly recognized), confidence in government can also be
increased at each level of perceived corruption by giv-
ing people more agency (as measured by their percep-
tion of having voice in government decisions).*®

Narrowing agency gaps to
foster collective action

Narrowing agency gaps can enhance collective ac-
tion, particularly when cooperation is required. In-
deed, agency opens space for cooperation beyond
self-interest.* If “the concern for others directly af-
fects one’s own welfare,”¥’ it pertains to advancing
one’s own wellbeing. But when cooperation follows
from commitments that go beyond advancing one’s
own wellbeing,* we are in the realm of agency.*
When agency includes the pursuit of commit-
ments associated with collective outcomes, nar-
rowing agency gaps can foster cooperation, but it is
important to understand the mechanisms that may
facilitate or hinder that link. Over the past several
decades the association between agency (as meas-
ured by the belief that one is in control of one’s life)
and generalized trust (important for cooperation)
has weakened; among people reporting high levels
of control over their lives, there has been a large in-
crease in those who do not trust others. A third of the
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Figure 5.3 Economic shocks are associated with lower trust in institutions—but the relationship is weaker for

trust in the United Nations and in one another
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Source: Algan and others 2017.

CHAPTER 5 — EXPANDING AGENCY FOR COLLECTIVE ACTION 149



Figure 5.4 Agency gaps in collective action are higher than those in control over one’s own life

Control over own life

5 in 10 or about half the world’s people report not being in control of their own lives
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Voice in political system

7 in 10 or 68 percent of people report that they have little influence
in the decisions of their government

IXXXEXNXN

Note: Agency is the ability of people to act as agents who can do effective things based on their commitments (Sen 2013). It is proxied by two indica-
tors: the share of the population that reported feeling in control over their lives (measured on a scale of 1-10, where 1-3 indicates an acute agency
gap, 4-7 indicates a moderate agency gap and 8-10 indicates no agency gap) and the share of the population that reported feeling that their voice is
heard in the political system (those who responded “A great deal” or “A lot”). Data are computed using microdata and equal weights across countries.
Source: Human Development Report Office based on data from wave 7 (2017-2022) of the World Values Survey (Inglehart and others 2022).

Figure 5.5 Reducing corruption increases confidence in government but so does narrowing agency gaps

Confidence in government
(percent of people in each category)
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Voice in the political system (proxy for agency gap)

Note: Computed using microdata and equal weights across countries. Confidence in the national government implies reporting “a great deal” or
“quite a lot” of confidence (other options: “not very much” or “none at all”). Voice in institution is captured by responses to the question, “How much
would you say the political system in your country allows people like you to have a say in what the government does?” Perception of corruption is
captured by responses to the question, among state authorities, “How many do you believe are involved in corruption?”

Source: Human Development Report Office based on data from wave 7 of the World Values Survey (Inglehart and others 2022).
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global population reports control over their lives and
no trust (figure 5.6). In turn, the share of the world’s
people with a high level of agency and trust in others
has declined substantially.

Thus, it matters to understand the factors that may
account for the link between agency gaps and collec-
tive action. Factors that may mediate the relationship
between narrowing agency gaps and prospects for
cooperation include inequalities, power imbalanc-
es, human insecurity, a lack of space for deliberation
and social norms biased against cooperation. Over-
coming these challenges can make narrowing agency
gaps more likely to enhance cooperation.*°

Inequalities and power imbalances shape agency

Inequalities affect different agency gaps. There is a
steep decline in the share of people reporting hav-
ing very low control over their lives for the bottom
50 percent of the income distribution (figure 5.7).
That s, agency increases as income grows for the bot-
tom 50 percent of the distribution. At the very bottom
lack of agency is particularly heightened (agency gaps

Figure 5.6 Agency in control over one’s own life and trust

are three times greater among people in the lowest
income decile than in decile 6 and above). So, basic
capabilities, such as being healthy or acquiring basic
writing and numeracy skills, may be a binding con-
straint for agency (in addition to the well-established
implications of people being deprived in wellbeing).*!
Moreover, the share of people reporting having very
high control over their lives is low and fairly equal
for the bottom 50 percent of the population but rises
with income for deciles 6 and above. Thus, income
inequalities, which often intersect and are associated
with other inequalities in human development, shape
agency.

In turn, inequalities in both income and educa-
tion are associated with inequalities in having an
interest in politics, linking inequalities and process-
es that matter to shape collective action outcomes.
The lower the income, the less interested people
are in politics and the more likely they are to report
never voting (figure 5.8). The relationship with edu-
cation inequalities is even steeper: the lower the ed-
ucation level, the lower the interest in politics and
the higher the likelihood of reporting never voting
(figure 5.9).
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Note: Data are population-weighted averages for a balanced planel of countries representing 76 percent of the global population. Agency in control
over one’s own life is measured by those reporting high control (8—10 on a 1-10 scale). Trust in others is measured using responses to the question,
“Generally speaking, would you say that most people can be trusted or that you need to be very careful in dealing with people?” Figures are based
on individual-level data, intersecting both conditions (agency in control over one’s own life and trust or no trust in others).

Source: Human Development Report Office based on data from the World Values Survey (Inglehart and others 2022).
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Figure 5.7 The perception of agency (control over one’s own life) is shaped by income
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Note: Computed using microdata and equal weights across countries. No agency gap measures the share of the population reporting feeling in
control over their lives (options 8—10 on a 1-10 scale). Acute agency gap measures the share of the population reporting feeling no or very low control

over their lives (options 1-3 on a 1-10 scale).

Source: Human Development Report Office based on data from wave 7 of the World Values Survey (Inglehart and others 2022).

Figure 5.8 The higher the income, the more likely people
are to report being interested in politics and voting

Figure 5.9 The higher the education level, the more likely
people are to report being interested in politics and voting
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Note: Computed using microdata and equal weights across countries. “Never
vote” refers to reported voting behaviour in national elections. Income reflects
the subjective income level and is measured on a 1-10 scale, which is then
recoded into three groups: low (1-3), medium (4-7) and high (8—10).

Source: Human Development Report Office based on data from wave 7 of the
World Values Survey (Inglehart and others 2022).

Never vote (percent of people)

18 .
Low education

16

Middle education

12

Upper education

6 T T T 1
35 40 45 50 55

Interested in politics (percent of people)

Note: Computed using microdata and equal weights across countries. "Never
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(up to lower secondary education), middle education (upper secondary educa-
tion and postsecondary nontertiary education) and upper education (tertiary
education and above)

Source: Human Development Report Office based on data from wave 7 of the
World Values Survey (Inglehart and others 2022).
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These inequalities in political participation by in-
come and education achievements can exacerbate
the biases in collective outcomes shaped by power
imbalances that drive political decisions towards the
interests of the more powerful.*?

Human insecurity reduces agency

People who report feeling more insecure about some
aspects of their lives also report feeling less in con-
trol of their lives. The decline of agency with the in-
crease in perception of human insecurity holds across
all world regions (figure 5.10). Human security is a
multidimensional concept that pertains to people
being free from fear, want and indignity.** Human
insecurity constrains agency when people fear partic-
ipating in social life or using public spaces and delib-
eration mechanisms without shame.**

Perception of human insecurity also affects gen-
eralized trust, key for cooperation. The higher the
perceived insecurity, the lower the share of people
reporting generalized trust, with this relationship

stronger at higher HDI levels (figure 5.11). Moreover,
among people in very high HDI countries, perceived
human insecurity is associated with lower support
for democracy and greater tolerance of violence as a
means of political action.*®

Higher perceived human insecurity is also associ-
ated with less confidence in institutions across the
three branches of government—executive, legisla-
tive and judiciary (figure 5.12). The association gets
stronger as the HDI level declines. Moving from as-
sociation to causality between perceived human in-
security and confidence in institutions is difficult.
Causality may be mediated by perceived human in-
security; if so, the association reflects shortcomings
in the ability of institutions to deliver human security.
And if that is so, addressing human security concerns
directly can not only restore trust but also improve
confidence in institutions. Both channels can en-
hance collective action.

A human security lens can integrate policy goals
and agendas, taking into consideration issues ranging
from concerns with social cohesion (spotlight 5.1) to
people’s embeddedness in nature.*

Figure 5.10 The higher the perceived human insecurity, the lower the sense of control over one’s own life
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Note: Perceived human insecurity is measured as “low,” “medium and high” and “very high,” using microdata and equal weights across countries, and
is based on the index described in annex 1.2 of UNDP (2022d). Acute agency gap measures the share of the population reporting feeling no or very

little control over their lives (options 1-3 on a 1-10 scale).

Source: Human Development Report Office based on the latest available data from wave 6 (2010-2014) and wave 7 (2017-2022) of the World Values

Survey (Inglehart and others 2022).
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Figure 5.11 Perceived human insecurity is related
to generalized trust, especially for higher Human
Development Index (HDI) groups
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Note: Perceived human insecurity is computed using microdata and equal
weights across countries and is based on the index described in annex 1.2 of
UNDP (2022d). Generalized trust implies reporting that “most people can be
trusted” (other option: “need to be very careful”).
Source: Human Development Report Office based on data from wave 7 of the
World Values Survey (Inglehart and others 2022).

Fostering the conditions for agency
to enhance collective action through
public reasoning and deliberation

Fostering the conditions that enable the formation
of collective beliefs that transcend group boundaries
can narrow agency gaps to enhance collective action.
Promoting meaningful civic engagement in public
decisionmaking implies that people feel their voices
are heard and considered—not only as an expression
of interests but also as a broader process of public
input reasoning that scrutinizes beliefs, particularly
those associated with polarization (chapter 6). One
way to achieve this is through deliberative assemblies
that some countries and communities are experi-
menting with (box 5.1).

Processes of public reasoning and deliberation
are also used to enhance collective action at lower
scales, as in the world of work, where there is growing

Figure 5.12 Perceived human insecurity is related to
confidence in state institutions
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HDI is Human Development Index.

Note: Perceived human insecurity is computed using microdata and equal
weights across countries and is based on the index described in annex 1.2 of
UNDP (2022d). Confidence in state institutions reflects combined confidence
in the national government, the parliament and the justice system. Confidence
implies reporting “a great deal” or “quite a lot” of confidence (other options:
“not very much” or “none at all”).

Source: Human Development Report Office based on data from wave 7 of the
World Values Survey (Inglehart and others 2022).

recognition of the need for dialogue (box 5.2). Over
the past few decades changes in the world of work—
fragmenting global production through global value
chains and de-unionizing workers—have reduced
some of the established institutions that facilitate col-
lective bargaining. With continuing rapid technologi-
cal change, the demand for spaces for social dialogue
among workers, firms and governments is likely to
persist.

Social norms can support or limit collective action

Social norms, shared by many and socially enforced
in a decentralized way, affect people’s beliefs and
agency and thus shape social behaviours and can sup-
port collective action (chapter 4).

Not all social norms are conducive to express
human agency in cooperative outcomes. For example,
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Box 5.1 Promoting more deliberative forms of citizen participation

UNDP Governance Team

Recent years have seen a surge of interest in deliberative democracy—which has been described as a deliberative wave!
Researchers and practitioners see these approaches as having the potential to address the crisis of democracy? by enabling
new forms of citizen participation that are truly inclusive and grounded in evidence, informed by thoughtful analysis and
conducive to consensus building.

Deliberative minipublics, such as citizen assemblies, are one way to operationalize deliberative democracy ideals. In Ireland
a citizen assembly was established in 2016 to review aspects of the Irish constitution. Its recommendations resulted in two con-
stitutional referendums, which led to substantial policy change on same-sex marriage and abortion. Voting patterns differed
between voters familiar with the assembly and those not, suggesting an impact on the deliberative nature of the referendum
in the wider community.3

Deliberative minipublics face challenges. One is the ethical and methodological difficulty of addressing the impact of inequal-
ity on minipublic dynamics.* A second is the complexity of embedding minipublics into broader systems of participation and
political representation.® And a third is the risk of minipublics being used as a strategy to displace civic organizing and other
forms of activism.® Even so, integrating deliberative standards into citizen engagement processes can overcome polarization
and help elaborate high-quality public input.” So, there seems to be great merit in continuing to explore this field.

Notes
1. OECD 2020. 2. Dryzek and others 2019. 3. Elkink and others 2017. 4. Lupia and Norton 2017. 5. Lafont 2017. 6. Young 2001. 7. Curato and others 2017.

Box 5.2 Social dialogue in the world of work

International Labour Organization

Collective action and the representation of workers and employers through social dialogue, essential for democracy and
good governance, hold potential for advancing human development. Social dialogue encompasses all types of negotiations,
consultations and exchanges of information among representatives, governments, employers and workers. These interactions
revolve around issues of common interest related to economic and social policies and include collective bargaining, workplace
consultation and cooperation, and bipartite and tripartite social dialogue at the national and sectoral levels.

Social dialogue embodies a fundamental democratic principle: involving those most affected by decisions in shaping poli-
cies that directly affect them. Employer and worker organizations are crucial in this process. They act as agents and provide a
collective voice for enterprises and workers. By broadening the scope of decisionmaking, social dialogue improves the quality,
legitimacy and ownership of decisions, fostering a stronger commitment to their implementation. Consequently, this enhances
the adaptability, agility and resilience of economies. Social dialogue—enabled through independent, strong and representa-
tive employer and worker organizations—provides space for cooperation and can advance economic and social progress,
including by addressing inequality and inclusiveness in labour markets.

However, social dialogue must be based on two fundamental principles and rights at work: freedom of association and the
effective recognition of right to collective bargaining. These core labour rights, coupled with effective institutions of work,
underpin sustainable economic development and social justice. They empower both workers and employers to engage in
meaningful dialogue, ensure that their voices are heard and lay the foundation for decent work and inclusive labour market
outcomes.

Throughout the Covid-19 pandemic governments and social partners joined forces to create short-term strategies while
formulating comprehensive, forward-looking policies and measures to shape an inclusive, sustainable and resilient recovery.
In countries where active engagement between employer and worker representatives was integrated into the response, social
dialogue not only was crucial in addressing the immediate challenges but also emerged as a vital part of the medium- and long-
term solutions. Social dialogue is expected to play an even more important role in helping governments, working hand in hand
with employer and worker organizations, to frame the appropriate policies for managing the deep and rapid transformations

(continued)
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Box 5.2 Social dialogue in the world of work (continued)

at play today in the world of work and ensure a just transition towards more sustainable economies and societies, in line with
the 2030 Agenda for Sustainable Development.

In this regard social dialogue and collective action by social partners are not just important tools for supporting human de-
velopment; they are also foundational pillars for revitalizing the social contract, as laid out by the UN Secretary-General in Our
Common Agenda.' By boosting confidence in democratic governance, promoting equality in opportunities and outcomes and
ensuring social peace and prosperity, social dialogue contributes to rebuilding trust in public policies and institutions of work. It
stands as an inclusive process for engaging diverse stakeholders, enabling participation in decisionmaking and guaranteeing
fundamental rights at work, while extending protections to all.

Note
1. United Nations Secretary-General 2021.

social norms that are biased against the rights of and
opportunities for groups of people hinder collective
outcomes and hurt human dignity. Social norms bi-
ased against women and girls are an example. They
are also threats to human security, not allowing some
to live lives of dignity, representing an instance of
what Amartya Sen would call “clearly remediable in-
justices.” Injustice can also be determined against
widely agreed consensuses, such as the 1948 Univer-
sal Declaration of Human Rights or in the UN Char-
ter and the corpus of international law, including
“soft law” (agreements such as the 2030 Agenda for
Sustainable Development).

Still, despite these normative and aspirational
consensuses, social norms—along with policies and
institutions—matter in how they are implemented and
pursued. For example, gender social norms can either
advance or curtail agency.*® To see how, note how at
the beginning of the 20th century, women in most
countries were officially prohibited from participating
in various societal roles, ranging from owning proper-
ty and attending universities to engaging in politics.
Women’s agency gaps were stark and widespread.
Throughout the 20th century extensive reforms world-
wide recognized the equal legal, social, economic and
political rights of women and men.** Although women
in many countries still face legal restrictions affect-
ing their agency, the progress in institutional reforms
has been remarkable. Agency gaps encoded in formal
laws have tended to disappear. The legal right to vote
in elections—a basic expression of political agency—
serves as a visible example of this evolution.

However, the effective agency of women re-
mains restricted in many areas. A notable example is

women’s access to top political office—the pinnacle
of political agency. Women serve as heads of state
or heads of government in only about 10 percent of
countries, a share little changed in recent decades.>

The 2023 Gender Social Norms Index, which treats
biases as deviations from global shared standards of
gender equality, shows that gender equality is being
constrained by social norms biased against women.*
Almost half of people believe men make better politi-
cal leaders than women.*? And biased norms might be
so entrenched that women who occupy high political
offices are judged more harshly. These biases perme-
ate voting booths, interview panels, board meetings
and more, limiting women’s agency (figure 5.13). Si-
multaneously, they diminish our collective potential
by perpetuating inequalities, excluding a diverse range
of perspectives and experiences from public discourse
and fostering further misperceptions and divisions.

When social norms suppress agency, they hinder
broader processes of collective action by obstruct-
ing participation and cooperation—and exacerbat-
ing inequalities and divisions. Biased gender social
norms can limit the effectiveness of policies®® and
curb women’s agency—even when policies for gen-
der equality are in place.>* Fostering more equitable
gender norms, where women are seen not just as
beneficiaries of development interventions but as ac-
tive agents of change and contributors to addressing
shared challenges, allows for tapping into women’s
creative potential and boosts the diversity of ideas
that can enhance collective action.®

Achieving equal rights and opportunities for women
and men and dismantling harmful gender stereo-
types advances the wellbeing and agency of everyone,
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Figure 5.13 Biased gender social norms limit women’s political agency
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regardless of gender identity and expression. Redress-
ing biased gender social norms can generate collective
outcomes that go beyond directly improving the con-
ditions of those excluded.>® For example, peace pro-
cesses that explicitly include women not only uphold
women’s human rights and strengthen their agency but
also are more likely to result in comprehensive and du-
rable peace agreements.” Close links between female
peace agreement signatories and civil society groups,
grassroots movements and other networks facilitate
more bottom-up influence and local ownership over
peace agreements and can enable inclusion of agree-
ment provisions that address inequalities and power
imbalances®®*—which are often among the root causes
of violent conflicts.” Because women, still today, re-
main largely absent from formal peace processes,®® ad-
vancing gender equality and opening spaces for more
women to participate in these processes represent a
huge potential peace dividend for societies at large.

A gender lens can help identify opportunities to ad-
vance collective action. Consider pandemic preven-
tion and response, which require collective action at
scale. Applying a gender lens implies recognizing and
addressing gender differences in the global burden
of diseases, as well as potential gendered impacts of
response measures. For example, while men were at
higher risk of dying from Covid-19,% the measures
to contain the Covid-19 pandemic in many cases hit
women harder, as they generally suffered higher job
and income losses,® increases in domestic violence®
and declines in mental wellbeing.®*

While social norms are often contrasted with for-
mal institutions and laws, they are always interact-
ing with formal institutions, sometimes in mutually
supportive ways and in other cases in tension. Rec-
ognizing how social norms may be curtailing agen-
cy, and identifying the mechanisms that can trigger
norm changes towards enhanced agency, can inform
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options to advance collective action. As the discus-
sion on gender social norms shows, pinning all hope
on formal institutions can be ineffective and even
backfire if social norms are ignored.®®

Women also feel less able than men to protect
themselves or their families in the face of a future
disaster. This can be interpreted as another agency
gap, affecting 53 percent of women and 44 percent
of men globally.®® In addition to the fact that this
agency gap is higher for women than for men, other
patterns identified in this chapter emerge again: the
higher the level of (economic, in this case) insecu-
rity, the higher the agency gap, and belief that the
government is unprepared to respond to disasters
is associated with higher agency gaps (figure 5.14).
This points directly to ways of narrowing agency
gaps: eliminating gender inequality, strengthening

national institutions’ preparedness to respond to dis-
asters and redressing insecurity. The discussion on
disasters, specifically, also has relevance as we go
deeper into the Anthropocene, given that unfolding
processes of dangerous planetary change are likely
to make disaster preparedness and response all the
more relevant.®’

Institutions to bring collective
action to scale—people-centred,
co-owned and future-oriented

Institutions can link agency with collective action
at scale. With global interdependence being re-
shaped, narrowing agency gaps would be a way to
pursue enhanced collective action. Narrowing those
gaps involves promoting human security, redressing

Figure 5.14 Gender inequalities in agency gaps in facing future disasters are pervasive
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Source: Human Development Report Office, based on data from Lloyd’s Register Foundation and Gallup (2022).
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inequalities, promoting social norms for cooper-
ation and widening and strengthening spaces for

deliberation.

¢ Institutions would be better placed to support
collective action at scale if they were people-
centred, co-owned and future-oriented

To this end, institutions would be better placed to
support collective action at scale if they were able to
fulfil three core functions: being people-centred, co-
owned and future-oriented.

- People-centred is about placing the enhancement
of human development (including wellbeing and
agency) as the ultimate goal, which includes also
advancing human security.

- Co-owned is about the real and perceived fair
distribution of the power to set collective goals, of
responsibilities to pursue them and of the resulting
outcomes.

- Future-oriented is about not only ensuring that
future generations will have the ability to advance
their human development but also putting in place
mechanisms that are more predictable in enabling
people to navigate an uncertain and volatile world
(spotlight 5.2).8
These functions match the framing of beyond in-

come, beyond averages, beyond today put forward in

the 2019 Human Development Report.*

To illustrate what pursuing these functions would
mean in practice, the chapter concludes by analys-
ing what might be missing to support the provision
of global public goods—and a perspective on ongoing
and perennial debates about the evolution of multi-
lateral institutions.

Building an institutional architecture to enhance
the provision of global public goods

Development cooperation is premised on a dichoto-
my of so-called developed and developing countries,
reflecting the aspiration to narrow the great diver-
gence that emerged in the aftermath of the Industri-
al Revolution and has framed development thinking
and practice since the middle of the 20th century.”®
Development finance evolved to support develop-
ing countries in converging, with finance channelled

though both bilateral and multilateral means and
comprising both capital and transfers from or guar-
anteed by developed countries. Development finance
—such as official development assistance, including
humanitarian funding—remains essential and insuffi-
cient. But it is clear, as expressed in the 2030 Agenda
for Sustainable Development, that there is a need to
look at universal aspirations beyond this dichotomy.
One way of giving expression to those aspirations is
recognizing the need, in an interdependent world,
to enhance the provision of global public goods. And
that implies building an institutional architecture to
support the endeavour.

Providing global public goods is consistent with the
three institutional functions proposed in this chapter.
Their pursuit is people-centred, given the losses in
human development and exacerbation of inequalities
associated with their underprovision.

Given that global public goods are nonrival and
nonexcludable at the global scale, institutions geared
to support their provision are consistent with being
co-owned. Outcomes matter, but so does the pro-
cess of provision. And global public goods leave leg-
acies well into the future, as with the eradication of
smallpox, the mitigation of climate change and the
introduction of a novel technology. So, their pursuit is
often intrinsically future-oriented.

To elaborate further on how the three functions in-
terplay with providing global public goods, consider
how enhancing the capabilities of different countries
or groups to contribute to global public goods is both
an outcome and a process that matters intrinsically.

They matter because perceptions of fairness, or
lack thereof, can stand in the way of providing global
public goods (chapter 3).

Often, fairness and the expansion of capabilities
work together. Indeed, one way of demonstrating
that efforts to enhance the provision of global pub-
lic goods can also advance equity is by showing that
transferring resources and technologies to enhance
the provision of global public goods often has nation-
al and local benefits in the recipient country.” For in-
stance, international assistance to fund a renewable
energy project in a low-income country with the aim
of mitigating climate change can reduce local pol-
lution and generate jobs.”? These ancillary national
benefits not only enhance equity—they also enhance
efficiency by increasing the aggregate benefits of
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enhanced global public good provision.” They are,
however, typically neglected in policymaking asso-
ciated with global public good provision, such as cli-
mate change mitigation,™ for which the policy debate
often emphasizes costs of mitigation.”

At the same time it is important to recognize that
supportive policies in high-income countries for out-
comes that seek to advance global public goods can
have globally beneficial outcomes. In the mid-2000s
both Germany’s Energiewende and the California
Solar Initiative in the United States provided gen-
erous benefits for solar installations at substantial
short-term cost.” These subsidies led firms around
the world, including those outside high-income coun-
tries, to innovate more, reducing prices and increas-
ing adoption of solar panels elsewhere.”” In addition
to this induced innovation effect, subsidies also led to
cost reductions through learning by doing and econ-
omies of scale.”® While learning by doing and econo-
mies of scale can largely be appropriated by firms,”
the subsidies were key because (in the absence of car-
bon prices that internalize the externalities of green-
house gas emissions) they stimulated production that
likely would not have happened otherwise due to
underpriced fossil fuels.®° These examples illustrate
how subsidies for technologies in a few high-income
countries can result in global spillovers, reaching low-
and middle-income countries.

¢¢ Co-ownership can considerably enhance the
social valuation of global public goods, recognizing
them as shared achievements worldwide

Co-ownership can considerably enhance the social
valuation of global public goods, recognizing them as
shared achievements worldwide. The value and sus-
tainability of global public goods may hinge on their
impact and on mechanisms that foster public partic-
ipation in their provision. If these mechanisms are
co-owned, they are more likely to empower people to
both contribute to and celebrate these achievements.
As Martha Nussbaum points out, the social room for
deliberation should be not only a safe space for crit-
icisms and dissenting voices but also a nurturing
ground for devotion to ideas that embody an overlap-
ping consensus, which the pursuit of providing global
public goods can be mobilized to deliver (chapters 4
and 6).8

Recognizing that global public goods have both
domestic and global benefits has important implica-
tions for institutional design, including the support
of international cooperation. For example, in climate
change mitigation acknowledging the co-benefits of
global public goods tends to bolster domestic sup-
port for participating in international agreements.
Such participation generates benefits at the glob-
al and national scales®? and may increase the likeli-
hood of forming a robust coalition to combat climate
change.® Providing support to countries in health-
related weakest-link or best-shot global public good
initiatives can yield substantial national and region-
al benefits.®* Moreover, there can be synergy in flows
aimed at advancing local or national public goods
that cumulatively contribute to a global public good.
International efforts to support biodiversity in Afri-
can countries, for instance, can complement tourism
revenue. Both revenue streams support local conser-
vation efforts, generating biodiversity benefits na-
tionally and globally.®

The flip side of co-benefits is that if domestic in-
vestment is motivated exclusively by benefits that ac-
crue within borders, there may be underinvestment
from a global perspective. At the same time it might
not be reasonable to expect low- and middle-income
countries, which are more likely to be resource con-
strained than high-income countries, to incur the ad-
ditional cost that may be needed for global benefits
to emerge. The economics from the national perspec-
tive may be such that it is not feasible for a country
to invest in renewable energy. So, the international
community could provide the funding for the incre-
mental cost that results in generating global benefits.
This is one way of interpreting existing financing ar-
rangements that support the provision of global pub-
lic goods, such as the Global Environment Facility.®
The logic of financing this incremental cost could be
extended to the support of global public goods be-
yond the environment, in most cases in the form of
fully concessional financing.®’

Several of the most promising opportunities for
global public goods might be in low- and medium-
income countries, where some mitigation projects
(with global benefits) might be privately profitable.
But even in those cases the projects are rarely imple-
mented, because of regulatory challenges, a lack of
capital or volatility (real or perceived).® So projects
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with global positive externalities face the prospect of
underinvestment.

Being future-oriented implies thinking about fi-
nancing that addresses volatility, which can both
attract private financing and make public finance
countercyclical. In fact, in a volatile world coun-
tries are subject to shocks not of their own making,
such as climate-related disasters, pandemics or
global financial crises. These shocks often reflect
the underprovision of global public goods and leave
low- and middle-income countries on the receiving
end of having to deal not only with the immediate
costs but also with servicing the debt incurred to fi-
nance, for instance, infrastructure that may have
been wiped out in a tropical cyclone. As the ongoing
experience with high debt burdens in low-income
countries in the aftermath of the Covid-19 pandem-
ic illustrates, there is no predictable way for coun-
tries to collectively agree on how to deal with the
challenge.

¢¢ Being future-oriented implies thinking
about financing that addresses volatility,
which can both attract private financing
and make public finance countercyclical

One way to have a future-oriented approach is to
provide financing through instruments that include
state-contingent clauses that pause or defer debt
service payments when countries face of shocks re-
sulting from climate change or pandemics (spotlight
5.3).8% This would increase the ability of low- and
middle-income countries to contribute to providing
global public goods even in the aftermath of external
crises—to the benefit of all. These measures require
coordination (if these financing options that carry an
insurance element are more expensive than “plan va-
nilla” options) and enhanced capacity to allocate re-
sources that may include a large share of concessional
financing.*®

Identifying gaps in existing multilateral institutions

Multilateral institutions have supported internation-
al cooperation and advanced welfare in several other
ways.”! But there is perennial debate about the need
to have these institutions evolve.”? How can they be

designed to meet the three functional goals of being
people centred, co-owned and future-oriented?

While nominally people-centred, multilateral insti-
tutions often have a limited or partial recognition of
the pursuit of human development as an explicit goal.
International financial institutions and parts of the
UN system continue to invest considerable resourc-
es in estimating and projecting indicators associated
with economic performance. This is very important
and needed, but it sometimes is used and interpret-
ed as defining the whole of development prospects
and aspirations of people. Thus, the UN Secretary-
General’s emphasis on moving “Beyond GDP” aims
at restoring a balance on how development progress
and policies are assessed, beyond averages at the
country level.”® For instance, from the perspective of
multidimensional poverty, nearly two-thirds of peo-
ple in acute multidimensional poverty (730 million)
live in middle-income countries.** This agenda offers
the prospect of enhancing policymaking to address
the multidimensional nature of human development
as advocated in Human Development Reports over
the years.”

Gaps in co-ownership are manifest in the continua-
tion of the governance arrangements through written
and unwritten rules that reflect a legacy of the distri-
bution of power in the immediate aftermath of World
War II. This extends from international financial in-
stitutions to the United Nations, with several propos-
als over the years to redress the lack of representative
governance arrangements.”

Co-ownership implies a fair distribution of the
burden of government action, avoiding inequalities
resulting from tax avoidance and evasion. Over the
past decade there has been progress in controlling
tax evasion, mainly through increased information
and transparency around the world.”” And there has
been extensive cooperation through the Organisa-
tion for Economic Co-operation and Development/
Group of 20 Inclusive Framework on base erosion
and profit shifting, with the participation of 140
countries and jurisdictions. A recent internation-
al tax reform changes the rules for tax jurisdiction
and imposes a global 15 percent minimum effective
corporate income tax, which is expected to collect
$150-$200 billion a year.”® To facilitate policy coor-
dination on these issues, the UN General Assembly
has started the process for a Framework Convention
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on International Tax Cooperation.®® Global mini-
mum tax rates do not have to be very large to raise
substantial sums if they are well enforced.!®® En-
forcement is largely a policy choice and hinges on
international coordination. For example, leveraging
new technologies and advancing regulation that al-
lowed automatic information sharing between banks
and financial institutions helped speed progress
against tax evasion.!%!

Trust and social norms also determine tax com-
pliance, and policies that target these aspects can
complement incentives and enforcement, such as
taxpayer education and information programmes
and stronger public services (see spotlight 4.4 in

chapter 4). A future-oriented approach can contrib-
ute to a process of reform and effectiveness. The
United Nations and the international financial insti-
tutions were created cognizant of the need to man-
age global interdependence (see spotlight 2.1 in
chapter 2), objectives still valid today. But there is
now greater recognition of the challenges of a plan-
et undergoing dangerous changes and of interde-
pendence being reshaped as we go farther into the
Anthropocene.'®? An explicit focus on providing and
financing global public goods could also strengthen
a future-oriented focus of multilateral institutions
—facilitating a push for investment, insurance and
innovation.
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SPOTLIGHT 5.1

Strengthening social cohesion to mitigate
human insecurity: Promise and peril

Julia Leininger, Armin von Schiller and Charlotte Fiedler, German Institute of Development and Sustainability

With growing human insecurity and polarization,
policymakers have shifted attention to the resilience
of societies. The United Nations Development Pro-
gramme (UNDP), for example, emphasizes solidarity
as an essential building block for addressing univer-
sal challenges.! “Social cohesion” stands out as a buz-
zword in these discussions and is often suggested as a
cure for many development problems and for the un-
intended consequences of development efforts.

In particular, social cohesion is praised for its al-
leged role in mitigating tensions, dealing with shocks
and enabling productive cooperation for the common
good. As such, social cohesion, understood as the
glue that holds societies together, has been declared
in policy and academic discussions as a precondition
for sustainable and inclusive development. Fostering
but also protecting it are now high priority goals in
policy documents and in international cooperation.
The Covid-19 pandemic accelerated this trend.

But is social cohesion a cure for the apparent di-
chotomy of human development with human in-
security?? As many governments and international
organizations launch or scale up campaigns to pro-
mote social cohesion in societies—among groups or
between citizens and public institutions—it is time
to ask what we know about the relevance of social
cohesion for supporting human development and re-
ducing human insecurity. Also, what are the leverage
points for policy action, and what is the effectiveness
of currently applied measures?

Social cohesion for human development

Social cohesion is not a panacea, but there is proof
of its relevance for human development and, thus,
human security. One of the most important yet barely
recognized values of social cohesion is as the founda-
tion for societies to reach agreement on what a com-
mon good is in a particular context and who gets a

share of it. Where polarization divides societies, op-
posing groups develop unbridgeable disagreements
over issue-oriented questions such as the right pan-
demic measures (for example, Covid-19 vaccines)
and over shared values such as the right to live.

Evidence on development outcomes indicates
positive effects of social cohesion on a variety of in-
dicators. Overall, social cohesion correlates posi-
tively with human development, as measured by the
Human Development Index, in Organisation for Eco-
nomic Co-operation and Development members?
and in Asian countries.* However, such macroana-
lyses also indicate that human development affects
social cohesion more than vice versa. Interesting-
ly, social cohesion’s effect on human development
increases further when mediated through state le-
gitimacy.® This underlines that social cohesion is in-
dependent of a country’s income level.

One of the richest pools of evidence for the rele-
vance of social cohesion for human development is
its relationship with health. Evidence for 39 US states
indicates that social cohesion, measured as social
trust and membership in voluntary organizations,
fosters mental as well as physical health, even mod-
erating the effect of income inequality on increased
mortality.® Most studies focus, however, on individu-
al elements of social cohesion and their relationship
with health. For example, social trust has a positive
impact on health, but the intensity of the impact var-
ies considerably with a country’s socioeconomic de-
velopment: the impact is much stronger in developed
countries than in developing countries.” Also relat-
ed to social cohesion, disinvestment in social capital
is related to higher mortality rates.® Social cohesion
also matters for effective decisionmaking and peo-
ple’s solidarity.” This mechanism is key in times of
crisis: where societies are cohesive, governments can
assume that their policies enjoy public confidence!®
and that individuals show unity with each other when
facing collective problems.!
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Social cohesion has a direct positive effect on GDP,
particularly in western and Asian countries.”? Less
comprehensive analyses of social cohesion suggest
that it has a positive effect on GDP because of the
huge economic costs of interracial conflict and war
or because it facilitates the emergence of better insti-
tutions such as a strong judicial system and freedom
of expression.’* However, these insights are based
on broader measures of social cohesion that include
indicators such as ethnic fractionalization. Overall,
there is very little cross-country evidence on the re-
lationship between social cohesion and economic
development.!

More cohesive societies—particularly societ-
ies where citizens trust and are willing to cooperate
with state institutions—could be expected to be bet-
ter positioned to more effectively deliver basic serv-
ices such as education. But most attention has been
drawn to the opposite direction of the relationship:
from education to social cohesion. In particular, uni-
versal education can contribute to social cohesion by
reducing inequality and by creating “strong social
bonds among different groups in a society.”*®

164

Strengthening social cohesion for cooperation

To some degree the salience of the concept of social
cohesion and its proven relevance for development
masks conceptual and empirical challenges. Social
cohesion is to many an elusive concept, and indeed,
how it is defined, used and measured varies widely
among those using it. That makes it essential to spec-
ify what social cohesion is if it is to feature promi-
nently in policy discussion and design. In particular,
conceptual clarity is essential to enable exchange on
strategies to foster this key foundation of the social
fabric in every society and aggregate existing knowl-
edge on how best to do that. A useful and usable con-
cept of social cohesion enables a global exchange,
structures policy thinking and aggregates existing
knowledge.

The following understanding of social cohesion
builds on common denominators in research (figure
S5.1.1). The starting point is the consensus that so-
cial cohesion is multidimensional. Furthermore, we
need a concept that travels across levels and contexts
and is therefore as effective in characterizing small

Figure S5.1.1 Proposed elements of social cohesion
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Source: Leininger and others 2021.

communities in all regions as characterizing trans-
national contexts. While the concept needs to be
capable of traveling across world regions, its meas-
urement might vary with the context. In any case
such an aggregated measure does not substitute for
an analysis of the particularities of social cohesion in
specific contexts.

In addition, it is essential to keep the concept lean
if it is to be instrumental in analysing relationships
with other development outcomes, such as human
development or inequality. Based on this reasoning,
we propose the following definition:

“Social cohesion refers to the vertical and horizon-
tal relations among members of society and the
state that hold society together. Social cohesion is
characterised by a set of attitudes and behaviour-
al manifestations that includes trust, an inclusive
identity and cooperation for the common good.”'6

Trust often appears in conceptualizations of social
cohesion. Used here, it includes social and institu-
tional trust and thereby captures both the horizontal
and the vertical dimensions of trust."” Inclusive iden-
tity reflects that individuals can feel that they belong
to multiple groups and thus have several identities
(religion, ethnicity and gender, for example). A so-
cially cohesive society implies that individuals with
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different identities tolerate these differences and
can coexist peacefully, so particular identities do not
dominate the overall collective identity. Cooperation
for the common good means that many people and
groups cooperate for public interests that go beyond
—and sometimes even conflict with—those of the in-
dividuals involved.

Although there is a common sense that social cohe-
sion is more than the sum of its parts, scholars often
study its parts individually, and policymakers address
discrete parts of it. Most often the focus lies on trust.
The concept of social cohesion proposed by the Ger-
man Institute of Development and Sustainability'® en-
ables focusing on particular elements and identifying
specific weak spots to concentrate on, but structurally
it demands conceptualizing these analyses within the
broader concept and phenomenon of social cohesion.
In this approach trust is important, but it is only one
part of the whole. It is important to analyse the other
attributes as well as the interactions and synergies be-
tween them. But more important, to determine how
socially cohesive a society is at a given (measured)
time and how social cohesion evolves over time, it is
necessary to analyse all of its parts, understanding
that not all dimensions will develop in parallel.

Behind the bright light is a dark side of social cohesion

It is also necessary to acknowledge that despite its
relevance, social cohesion does not necessarily ad-
here to the simplistic claim that more is always better.
Knowing how social cohesion interacts at different
levels, how it is used and how it is constructed is es-
sential to avoid highly cohesive subgroups instrumen-
talizing social cohesion as a platform for exclusion.
Social cohesion does not have only a rosy side.

Social cohesion as fuel for polarization

Social cohesion can be easily interpreted as an equal-
izer, forcing homogeneity on societies. This is a par-
ticularly salient issue in the context of the recent
global trend towards autocracy. Nationalist political
elites have been using polarization strategies to di-
vide societies and increase their own power. These
attempts—often successful—pursue an us-versus-
them rhetoric, which defines criteria for “good

citizens” and sets them apart from other groups who
are “out.” While this has created cohesive groups, it
has also fostered unbridgeable divides over certain
issues. Strengthening social cohesion requires under-
standing that the social fabric is sustainable only if it
tolerates differences.

And this brings us back to the idea of solidarity as
presented in UNDP’s 2022 Special Report on Human
Security.” It is about our capacities as human beings
who constantly act collectively at different levels to
face shared challenges together, such as the effects of
climate change or health crises.

Disregard for scale and space can
lead to unintended effects

Social cohesion suggests a peaceful social together-
ness. Although it can be seen as a function of peace,
it has an important discrete meaning. Conceptual
distinctions are important because they have critical
policy implications. For example, strengthening so-
cial cohesion within local groups might increase their
togetherness. At the same time fostering bonds with-
in a particular group can have countereffects if the
within-group togetherness makes it difficult to bridge
conflicts between that group and others.

There are risks to enhancing social cohesion for the
sake of cohesion without identifying the basis for the
common identity, trust and cooperation, as well as its
goals. Social cohesion manifests on different interact-
ing levels (from local to global) and in various spaces
(communities in different locations or online spaces).
Connecting levels and spaces is thus key for allowing
the bright side of social cohesion to shine.

Looking at the bright side

With its potentials and its risks, social cohesion is
rightly on national and international agendas. In-
creased attention to social cohesion comes at a time
when polarization has been eroding it and human in-
security has intensified in all parts of the world. Re-
covering and rebuilding social cohesion are difficult
once it has been damaged or lost. In this way it is not
different from other positive types of human relation-
ships: we often become aware of them only after they
have been substantially weakened.

CHAPTER 5 — EXPANDING AGENCY FOR COLLECTIVE ACTION 165



Using the concept of social cohesion to carefully
think through how best to foster cohesive societies
and limit polarization is a good starting point for in-
ternational cooperation and policymaking at a time
of increasing challenges. Social cohesion is both an
explicit goal and a precondition for effective coop-
eration at all levels. In this sense it is wise to ensure
that discussions are conceptually sound and that

our still-fragmented knowledge is properly and ef-
ficiently aggregated to enable governments and in-
ternational organizations to effectively engage on
this topic. At all levels we face problems and crisis
that must be addressed, navigated and solved col-
lectively. Social cohesion explicitly addresses this
collective dimension that so far has been highly
underestimated.
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SPOTLIGHT 5.2

Solidarity and creative resolve

Nicole Hassoun, Binghamton University and the Helsinki Collegium for Advanced Studies, University of Helsinki

How can we respond to the challenges of our times?
This spotlight argues that solidarity and creative
resolve can help overcome the threats to human
development associated with mismanagement of in-
terdependence and underprovision of global public
goods.! Solidarity is “a sympathetic and imaginative
enactment of collaborative measures to enhance our
given or acquired relatedness so that together we fare
well enough.”? It requires empathizing with others
and recognizing the ways in which we are interde-
pendent and related.® Often solidarity also requires
creative resolve: a fundamental commitment to over-
coming apparent tragedy together.* More precisely,
creative resolve requires us to question, imagine and
act to promote human development insofar as neces-
sary, possible and otherwise permissible.

Consider each component of this resolve in turn.
First, creative resolve requires questioning limits to
the possibility of promoting human development.
We must question the claim that we cannot promote
human development, as well as our background be-
liefs about what we can do. What questions we must
raise will depend on the nature of the claims—we
might question their reliability, source or implica-
tions. Second, this resolve requires seeking out cre-
ative ways of promoting human development, even
when we do not yet know how to do so. It is not
enough to consider existing options; we must often
put new options on the table.’® Finally, creative resolve
requires acting on plans to promote human develop-
ment, often through social movements or by help-
ing change policies or institutions.® At least, we must
strive to promote human development in this way
as long as that does n