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This publication addresses factors that promote or inhibit successful provision of the four key 

international public goods: fi nancial stability, international trade regime, international diffusion 

of technological knowledge and global environment. Each of these public goods presents 

global challenges and potential remedies to promote economic development. Without these 

goods, developing countries are unable to compete, prosper or attract capital from abroad. The 

undersupply of these goods may affect prospects for economic development, threatening global 

economic stability, peace and prosperity. The need for public goods provision is also recognized 

by the Millennium Development Goals, internationally agreed goals and targets for knowledge, 

health, governance and environmental public goods.

 Because of the characteristics of public goods, leaving their provision to market forces will 

result in their under provision with respect to socially desirable levels. Coordinated social actions 

are therefore necessary to mobilize collective response in line with socially desirable objectives 

and with areas of comparative advantage and value added.

 International public goods for development will grow in importance over the coming decades 

as globalization intensifi es. Corrective policies hinge on the goods’ properties. There is no single 

prescription; rather, different kinds of international public goods require different kinds of policies 

and institutional arrangements. The Report addresses the nature of these policies and institutions 

using the modern principles of collective action.
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PREFACE 

ince the United Nations Development Programme (UNDP) published its first 
book on global public goods in 1999, the global public goods approach has 
been on the agenda of multilateral agencies such as the International Monetary 

Fund, World Bank, Food and Agriculture Organization, World Trade Organization 
and United Nations Industrial Development Organization; non-governmental organi-
zations; and donor countries. Donor countries have also begun examining the role of 
public goods in the development process. France and Sweden created the International 
Task Force on Global Public Goods in December 2003 to “assess and prioritize inter-
national public goods, global and regional, and make recommendations to policy 
makers and other stakeholders on how to improve and expand their provision.” There 
has also been growing interest in the academic community in the transnational public 
goods approach. 

Because global public goods tend to be underfunded and undersupplied, par-
ticularly those that would benefit the economic development of developing countries, 
this UNIDO publication aims to enrich and complement the international public de-
bate by examining in more detail the relationship between such market failures as 
public goods and externalities and the economic development in developing countries. 
The focus is on four core areas:  

1. Addressing the financial instability that threatens development and may lead to 
distortions in the allocation of resources, curbing productivity and income growth. 
Addressing financial instability is an integral part of effective development and 
institutional capacity building and requires national and international action.  

2. Enhancing market integration, because trade is vital for poverty elimination. 

3. Creating developmentally relevant knowledge. Diffusion of technology is the key 
to productivity convergence, but severe structural barriers impede the process. It is 
thus essential to ensure the provision of the public goods required to foster the in-
ternational diffusion of technical knowledge and to enable developing countries to 
overcome market failures.  

4. Protecting the global economic environment by making environmental manage-
ment an integral component of poverty reduction, with major long-term impacts 
on health and other key aspects of human development.  

Institutional innovations are needed within the United Nations system to take 
full advantage of the potential of the wealth of knowledge, skills, experience and re-
sources of institutions that have been working on these matters for the last 40 years. 
This has implications for organizations concerned with economic development, like 
UNIDO. Through internal restructuring, reorganization of its operations and substan-
tive improvements in its approach to research and technical cooperation UNIDO has 
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already greatly enhanced its performance. But its ability to achieve further progress 
depends on overall system potentials. Many other United Nations institutions, funds 
and programmes are active in the areas of UNIDO’s mandate, and a more focused ex-
change of experience and information would reciprocally enhance the value of each 
institution’s contribution to economic and social development while adding to their 
joint impact. 
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