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NEW MARKETS AND NEW
COMMONS

Opportunities in the global casino

Hazel Henderson

The United Nations is well positioned for the global changes of the
information age now engulfing nation-states. The UN role and tasks—as
global norm setter, broker, networker, convenor, and peacekeeper—are
ideally suited to today’s world of linked ‘infostructures’ and distributed
power, influence and knowledge typified by the emerging global civil
society. The UN can serve all these emerging infostructures—and be
compensated by fostering debates and convening parties to design the
needed agreements for operating the emerging ‘electronic commons’,
including today’s global financial casino. Technological, social and
economic contexts for this new global agenda are described together with
some market opportunities in new public/private partnerships to serve the
global commons.

Currency speculalion and the inability of the global securities and financial industry
to address the mounting risks lo all players is a classic example of how events and
technology render economic texibooks obsolete. Economic theory is highly
articulated concerning markets and various market failures. But economics has
consistently overlooked the commaons and their aliocations theories—except when
commons can be owned as property. Today, most governance and allocation issues
perplexing human societies invalve the global commons. Interestingly, today’s
now-integrated, 24-hour global casino is transforming itsell from a classic free
market place of win—lose competition to a new form of electronic cammons, where
each ‘rational actor's’ self-interested behaviour can endanger the entire
system—unless rapid cooperative, collective action is taken. Recent examples
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iltustrate the vulnerability of tightly interlinked global financial systems operating
wilhout overall rules, such as Germany’s Herstatt Bank failure and the US savings
and loan crisis, Bath these episodes were addressed by cooperative agreements and
government intervention. The more recent losses by banks and corporalions in
derivatives and hedging strategics raise concerns that the process of risk reduction for
individual players increases risks in the whole financial system which will require
new global rules. Even otherwise free market economists, including Fred Bergsten,
Jeffrey Sachs and Lawrence Summers, are urging the lormation of a ‘GATT for
investment and finance’.! Clearly, the UN has a key role in fostering such
innovations.

Today, information technology innovalions have created a global financial
casino where as much as $7 trillion of *virtual securities’ (derivatives of underlying
real stocks, bonds, commaditics and currencies) are traded each day—bringing new
uncertainties such as raids on the dollar, sterling and other major currencies, and
scenarios of financial collapse. Worried central bankers and national politicians,
trying to stave off such scenarios, are left with failing textbook economic remedics o
support their domestic economies and currencies (such as raising interest rates or
buying efforts). These national  players, handicapped by eroding  naticnal
sovereignly, manocuvre painfully lowards the sociaf imnovation needed ta maich the
advance of the global casino’s computer and satellile-based technaelogical
innovation.” The UN in its preeminent role as global norm setter, broker, networker
and convenor is well suiled 1o Tostering such social innovations in the new electronic
COMmMOons,

In todav's financial markets, bankers, brokers, bond and currency traders
themselves—along with growing numbhers of finance ministers, parliamentarians and
regulators—see the need for new rules to create more orderly capital and currency
markets. Such new market regimes can inspire confidence, such as the ‘circuii
breakers” introduced on Wail Street after the 1987 stock market crash, which now
dampen the effects ol program trading. Finance ministers acknowledge the loss
of domestic controls as well as diminished tax revenues which came with the
financial deregulation of the 1980s. Bond markets more concerned with inilation
than unemployment mit ‘pump-priming’ projects and jobs while reducing options
for social saflely nets. Some central banks have even tried to join the derivative
trading game—on cccasions with heavy losses. Only global agreements on capital
investment, currency exchange slabilizalion and restructuring the IMF, World Bank
and the World Trade Organization (WTQ) can address today's paradoxes so well
described by Jeffrey Sachs in The Economist.” However, his prescriptions for closing
‘the big holes [that] remain in the legal fabric [which] may yet threaten global
economic systems’, tall far short of addressing the dilemma of national governmenis
sgueered between currency speculators and bond traders on the one hand and the
perils of domestic prolests of IMF structural adjusiments, on the other, Sachs assumes
‘in 1994 the world is closer than ever beiore to the global cooperative lemphasis
added] free market arrangemaents championed 50 vears ago by the visionaries who
met at Bretton Woods. However, cooperative agreements do nol emerge
avtomatically Trom ree markets and must be designed by human rather than
invisible hands.

The social innovation lag

The 300-vear evolution of Western industrial societies involved a continuous lag

































