
Note to the Secretary-General 

Mission Report: World Economic Forum, Dubai 

After approval of my membership in the WEF's New Economic Thinking Working Group 
by the Executive Office of the Secretary-General, I participated in a few rounds of meetings, 

41)? } II f ( 2.... including through phone calls and several meetings of the WEF, in Dubai, from 12 to 14 cUO 

November 2012. 

New Economic Thinking (NET) Group. The WEF's motivation to mobilize 
deliberations on NET is driven by the growing dissatisfaction with traditional economic thinking, 
the failure of economic models to predict recurring crises, and the inability of the economics 
profession to confront emerging challenges and structure effective solutions. The group includes 
distinguished academics and experts, as well as the Executive Director of the New York based 
Institute for New Economic Thinking (INET), which is dedicated to inter-disciplinary research 
shed new light on intractable economic issues. 

The NET group focused on defining its contours: goals, objectives, purpose and scope. 
Discussions revolved around the need to better understand markets, as the standard assumption 
that markets are efficient has been proven wrong, and the role of markets and the extent to which 
they self- correct and self-regulate has been questioned. Within this context, the group agreed to 
better understand the dynamic aspects of human behavior within complex systems, focusing on 
(i) uncertainty (as distinct from risk) of decision-making with respect to policy; (ii) the 
importance of politics in economic decisions for collective well being; (iii) economic social 
motivation of individuals; and (iv) myopic tendencies of human decision and what can be done 
about it. Discussions further revolved around the need to examine in a better way: 

• the causes and consequences of societal inequality; 
• environmental sustainability: how do we ensure economic growth in the context of 

both limited resources and climate change; 
• macroeconomic and financial stability (including fiscal policy and its relation to 

deregulation); 
• renewed focus on debt, financial complexity, leverage ratios and other factors that 

can help economics contribute to diagnosing of crisis potential and eventual 
challenges such as resolution of bank insolvencies; 

• labour markets, ageing and insurance etc.; 
• experiences of development successes by emerging market countries, and the risks 

associated with spillovers from systemically important countries to the developing 
world; and 

• the need to address mega challenges to global development, such as climate change, 

financial instability, demographic changes, etc. For example, the Post-2015 United 

Nations Development Agenda is focusing on global sustainable development, not 

only on the develooine: world. 
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Going forward, the NET community will be looking deeper into history to examine the 
flaws of basing economic predictions on models and data that use a historical perspective to 
project future economic events. It is evident that there is need for theorists to re-examine basic 
assumptions and study inconsistencies in existing theoretical frameworks to better understand the 
inter-linkages that go outside the confines of standard economic models, as predictability of the 
latter has been poor. The Working Group agreed to adopt an interdisciplinary approach to 
examine these issues by relying on behavioral economics, looking at practical guidelines and 
rules of conduct for policymaking based on insights from modern economics and its links to 
political sciences and psychology. 

Ideas for further research include: 

• Big trends of cross disciplinary nature, such as studying the evolving human 
behaviour that drives markets and decision making, developing an empirical 
understanding of the psychology behind market bubbles, and the boundaries between 
finance and psychology by embracing radical uncertainty rather than statistical 
representations of future possibilities. 

• Networks and complexity, and using new and larger datasets to bear on questions. 
• Political economy, institutional economics and decision-making. 
• The impact of constraints on economic models, e.g. the impact of credit constraints, 

environmental constraints and institutional constraints; capabilities (or the lack of 
them) represents another important set of constraints. 

Besides heavily contributing to the thoughts outlined above, I mentioned that at the UN, 
we have had collaborations between economists, engineers, environmental scientists, 
sociologists, and demographers to try to better understand the impact of environmental limits on 
economic growth, as well as approaches of innovation (in particular, 'sustainable' innovation). 
This type of work could contribute to the interdisciplinary debates. 

Other WEF activities: Besides supporting this Working Group, WEF requested me to 
serve as the lead moderator (co-moderator Professor Laurence Kotlikoff from the Boston 
University) on the topic of income inequality and as a panelist in one of the Regionalism sessions 
which was chaired by ex-Prime Minister Gordon Brown. My notes on these two areas are 
available on requests. On income inequality, I shared the evidence of rising global income 
inequality trends but highlighted the significant variations across regions in this trend. I offered 
perspectives on factors driving income inequalities as well as the effective approaches needed to 
further reduce income inequalities, emphasizing that mainstreaming redistributive policies, 
including through taxation and expenditure targeting, are effective means of achieving income 
inequality. Social transfer programmes, if effectively targeted and ring-fenced from leakages, 
have proven to also change the inequality dynamics. On regionalism, my main message was that 
regionalism may often be debated by purist as a less perfect solution to multilateralism, but given 
the weaknesses and hiccups in the latter, growing regionalism, if accompanied by proper 
regional integration, has yielded good results as evident from the benefits of trade integration and 
production value chains, capital flows and technology transfers etc. I also participated actively in 
the Russia's G20 consultative forum that was aimed to solicit views from wider stakeholders to 
prioritize the core development agenda. 
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Follow up: The NET working group will be preparing output for the Davos meeting in 
early 2013. To extend the thought process to newer frontiers, a dissemination campaign will be 

launched to involve experts. Different tools such as blogs, social media, seminars, and TED 
talks forum will be used to raise awareness ofNET and invite larger spectrum of views. The 

production of sound ideas to address real problems in economics and underscoring their potential 

contribution to making a more financially, environmentally and socially sustainable planet will 

help invigorate this continual work in progress. Given the implications of growing global, 

regional and national income inequality, there was strong interest in submitting this topic for 

further deliberations at Davos- though this has yet to be finalized. 

cc: Deputy Secretary-General 

Chef de Cabinet 

Mr. Wu 

�� 
Shamshad Akhtar 

28 November 2012 
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