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Background paper 

1. State and market

Lately the state has started to replace the market as the dominant axis in policy thinking on economic growth and development. The previous swing in the state-market pendulum, one in the opposite direction, occurred at the beginning of the eighties of last century, and since that time we have lived the era of liberalisation and privatisation. At present day, we read that no less than 17 out of 20 G-20 member states apply protectionist policies, in spite of solemn promises on every public occasion not to do so; Alan Greenspan is heard making a plea for the nationalization of a number of major US banks; and Jack Welch is heard explaining that shareholders value is a dumb idea and an insane corporate strategy. 

As it goes with swings of the pendulum, yesterday’s problems have become today’s solutions; and most probably, today’s solutions will again be tomorrow’s problems. Models and policies that were discarded as fully obsolete some decades ago are now being presented as a one-way ticket out of chaos. In international relations, the focus has shifted from free trade on open markets to nationalism, protectionism and geopolitics. At the national policy level deregulation, privatization, liberalization and the minimal state have given way to a re-politization of economic life, state control and intervention and even outright nationalization. With regard to corporate strategy, the Rhineland or stakeholders model is presented as the answer to the Anglo-Saxon shareholders model that ruled for almost three decades and is now proving to be non-sustainable in the long run. 

Obviously, this swing process is irrational, as both the state and the market have indispensable roles to play in all stages of economic growth and development. The one cannot do without the other. And although there is no blueprint for an optimal state-market relation in national development policies, a number of firm guidelines can be made concerning the roles of both market and state. 

On the one hand, the market is indispensable for:

· poverty alleviation is not feasible nor sustainable without economic growth; 

· economic growth cannot occur without free enterprise and market discipline playing its role; 

· and economic growth is not possible without connection to the world market.

On the other hand, at least the following roles are identified for national governments: 

· create and secure market framework conditions; 

· enhance competitiveness of local enterprise, promote catching up growth through infrastructure and infant industry policies; and 

· to cater for power, people and planet; that is, for societal needs  - the common good - which are not catered for by the market itself. The four Ps refer to power, i.e. goods such as safety and security; people, i.e. social equality (redistribution) and merit goods such as education and health care; and planet, i.e. environment and climate. Economic growth – profit – and development can only be sustainable if all four Ps are adequately addressed and processed in government policymaking. The market also has an important role as initiator and driving force for the four Ps but from another perspective, namely that of transforming policy making into (sustainable) business. 

There is of course nothing new about these insights. It is, for example, embodied in the shared growth strategy which is behind the spectacular economic growth and reduction of poverty in a number of East Asian countries. The crucial insight here is that carefully concerted action between state and market is needed throughout the process, because, on the one hand, economic growth changes society, while on the other hand, sustained economic growth is not feasible without profound social and institutional changes. For national policies for economic growth and development, it is thus important to get these basic policy guidelines right. Still, in real life societies, economic growth and development are effectively thwarted by sticky problems such as deficient governance capacity, lack of social cohesion, a fragmented and conflict-prone society that is hardly governable, and the perversion of politics; they reflect low levels of civic and political culture, trust and moral and social capital. 

2. The international context for economic growth and development

Besides all these internal obstacles, effective national policy for economic growth and development may also be thwarted by obstacles posed by the international context; which will be the topic of this conference.  

All efforts to connect local entrepreneurs to the world market, and to enhance the competitiveness of local enterprise, are in vain, of course, if access to those external markets is denied. And though there have been legitimate complaints about protectionist practices, the truth is that the wave of liberalization / globalization since the 80s has provided many emerging entrepreneurs and economies with ample opportunity to export, grow and develop. For some time, globalization seemed to fulfil its promise, i.e. that everyone would be a winner, through the twin process of niche specialization and increasing interdependence.

Recently, however, the picture has been completely reversed. At this point in time we are experiencing a combination of the ongoing  process of global power transition (from a unipolar to a multipolar world); scarcities-related geopolitization of international relations, especially in the past few years; and the financial crisis, which struck global capitalism and has plunged the world economy into a severe recession. All together these processes have induced a process of de-globalization, consisting of a de-liberalization of economic life and a geopolitization of international relations. Economics is subordinated to (national) politics and to (international) geopolitics. The global market place for entrepreneurs has been integrated in and superseded by the geopolitical arena where, again, national governments are the main characters, both at home (re-politization of economic life, state control and intervention, protectionism) and on the international (geopolitized) scene. 

While globalization stood for convergence and market driven unification; tendencies against globalization imply divergence and power-politically driven fragmentation. While the former one was trust-building, the present period stands for one of trust-killing. 

Though it is true that the economies that successfully emerged in the past two decades stand a better change to endure the current crisis than do most of the western economies, precisely for not being fully integrated in the global economy, they do have serious financial problems, as not only their export earnings are dwindling, but also the level of foreign direct investment. The weaker economies strongly feel the impact of falling incomes from export of raw materials and/or from remittances from workers abroad, and these effects combined work quickly to increase poverty levels in the less resilient sectors of their population.
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Panel I: Diverse Approaches to Economic Growth and Development

Distrust, nationalism, protectionism and the geopolitization of international relations all work against the functioning of the global market, and they effectively cripple any policy for sustained economic growth and development. The discussion in the first panel, consisting of representatives of different country groupings and international organisations, will focus on ways to stop distrust from spreading and to raise the willingness of countries and peoples to open up and to opt for multilateralism, convergence, open markets and international cooperation. This willingness to open up and cooperate can only be reconstructed in and through a sustained process of dialogue and mutual trust building, involving as many major partners as possible. 
Panel one will address diverse approaches to economic growth and development, encompassing inclusiveness and social protection as well as furthering the common good, in light of the global power transition, the scarcities-related geopolitization of international (power) relations and the financial crisis.

Panel II: Innovative Approaches to Finance for Development 

As a result of the economic crisis, the economic and political power shifts from the western world to the emerging economies has gained momentum and importance. G7 are out, G20 is in. Expectations are that this major shift will continue for some time. An important factor in this redistribution of power is that the financial sector in emerging markets seems more resilient to this crisis. What can we learn from these emerging markets? Is this because the financial sector in emerging markets is regulated according to different principles? Be it China, India or South Africa, the role of the government in regulating financial markets is substantially stronger. Market is out, Government is in? The values that we rely upon in making our economic choices are shifting. Profit is out, environment is in? We will search for the values that innovative financiers in these markets put to work in order to reach sustainable growth. 
Panel two will discuss innovative approaches to finance for development between market failure correction and providing concessional resources.
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Programme 

9:30 -10:15

Registration and Coffee
Opening 

10:15-10:20
Welcome –  Prof. Hans Franken, Vice-chair of the Committee on Foreign Affairs, Defence and Development Cooperation,  Dutch Senate 

10:20-10:45
Opening speech – Mr. Jan Kees de Jager, State Secretary for Finance 
10:45-11:00
AIID Prizes for Best MSc and PhD Theses in International Development - presented by Jos van Gennip & Jan-Willem Gunning 
Panel I: Diverse Approaches to Economic Growth and Development 

11:00 -11:15
Introduction panel I – Dr. Shenggen Fan, Director of Development Strategy and Governance Department at IFPRI.
11:15-12.00
Introduction by panellists 

Moderator: - Sylvia Borren, Co-chair Worldconnectors 
Panellists:
Africa perspective - Prof. Benno Ndulu, Governor of the Central Bank of Tanzania; 
Latin American perspective - Alfredo Valladão, Professor at the Institut d’études politiques de Paris, the Mercosur Chair and Coordinator of the Working Group on EU-Mercosur Negotiations;
Asian perspective – Jan Willem Blankert, Special Adviser for ASEAN at the European Commission, EC Representation in Jakarta.
12:00-13:15

Panel discussion

13:15-14:15

Lunch break

Panel II: Innovative Approaches to Finance for Development 

14:15-14:30
Introduction panel II – Nanno Kleiterp, Chief Executive Officer of FMO and Worldconnector

14:30-15:15

Introduction by panellists




Moderator: Herman Wijffels, Co-chair Worldconnectors 
Panellists:



Peter Blom, Chief Executive Officer of Triodos Bank;
Trevor Andrew Manuel, Minister in The Presidency National Planning Commission South Africa;

Vineet Rai, Founder of Aavishkaar India Micro Venture Capital Fund and Co-founder and director of Intellecap. 
15:15-16:30

Panel discussion 

16:30-17:00

Coffee break 

Closing 

17:00-17:30
Summary and recommendations – Dr. Alison Evans, Director, Overseas Development Institute (ODI), London

17:30-17:45
Closing – Jos van Gennip, SID Netherlands Chapter President
17:45-18:45  
Reception
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