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I feel very lucky to have had the opportunity to know Jan Tinbergen, one of the intellectual giants of the 20th century, and at the same time a very kind man.  As you all know, Professor Tinbergen was the recipient of the first Nobel Prize in Economic Science, together with Ragnar Frisch from Norway, in 1969.  This is all the more remarkable because Jan Tinbergen was not an economist by training, but a theoretical physicist.  New discoveries are often made when the methods of one discipline are applied to questions from another.  This is exactly what Jan Tinbergen did when he applied the precise tools of physics--measurement and mathematical models--to the heretofore imprecise science of economics.  Mathematics is an international language that is understood and accepted across religious and ideological boundaries (Schwartz 1978).  By applying mathematical models to economic questions, Tinbergen created the new field of econometrics.  For this he was justly rewarded with a Nobel Prize.


He was also a person of extraordinary kindness and had an amazing skill of gentle persuasion.  Let me mention one example that illustrates the skill with which he influenced policy makers in his quiet way.  He was once on a mission to advise the Indonesian government on development policy, and also met with President Sukarno.  Shortly before, a German company building rotating restaurants on towers had persuaded Sukarno that such a restaurant in Jakarta would be a good investment.  Tinbergen understood that contradicting the President would not have fallen on sympathetic ears.  So he cleverly said, "I am sure that would be a very good investment, but there are actually other, even better investments, such as improving education, health care, roads and rural electrification."  In this way, he was able to dissuade Sukarno from squandering his country's scarce resources on an unproductive prestige project.


His concern was always for humanity as a whole, regardless of color or creed.  He had deep empathy for the poor and sought all his life to relieve the pain of those who suffer from poverty or war.  He noted that we tend to underestimate the horrors of war.  The dead are silenced and cannot come back to tell us what they went through.  The survivors have a biased view.


I got to know Jan Tinbergen through a coincidence.  In 1985 I met Jan Pronk, who is now in the Sudan seeking to save lives in Darfur, at the United Nations in Vienna, and gave him a copy of my book "Preventing War in the Nuclear Age".  He gave it in turn to Jan Tinbergen, who wrote a comprehensive review and sent me a copy.  I asked him if on my next trip from the United States to Europe, I could visit him, and he kindly invited me.  We had a wide-ranging discussion about the causes of war and how economic factors play a role.  Afterwards, he wrote a short article appealing to economists not simply to treat war as an external event, like the weather, but as an internal variable that is influenced by economic decisions.  Unless we can avoid a catastrophic war, all our other concerns with economic growth rates, business cycles and unemployment become meaningless.  He noted that "warfare affects human welfare to such an extent that economists must raise their voices against it."  This has become the motto of the international organization "Economists for Peace" founded in 1988 by Robert Schwartz, of which Tinbergen was one of the first board members.


When he received no response to his challenge, he took it upon himself to write a book on a generalized concept of welfare that includes security.  He kindly invited me to become his co-author, a great privilege.  He had called on economists to address the issue of "peace-keeping, or its opposite, warfare."  Through a misprint, warfare was changed to "welfare".  This gave Tinbergen the idea to call his book "Warfare and Welfare".


The theme of this day to celebrate Jan Tinbergen's life is "Will the 21st Century Be More Peaceful?"  Professor Wassily Leontief, another Nobel Laureate in Economics, once said, "I make predictions only 50 years into the future, because I do not want to be alive when they turn out to be wrong."  So I do not venture to make any prediction.  Rather, I wish to address a related question, namely "How Can we make the 21st Century More Peaceful?"

 
The following story suggests why I chose that question:  Among a Native American tribe, there lived a malicious young man who kept doing bad things to others like opening gates to let their horses run away, stealing eggs, hiding tools and so on.  Each time he was caught and brought before the Wise Old Man to be reprimanded.  He hated the Wise Old Man and one day decided to trick him.  He found a small bird who had just left his nest, picked it up, hid it inside both of his hands so that only the tail was sticking out.  He took it to the Wise Old Man and asked him, "Is this bird dead or alive?"  He had decided that if the Wise Old Man were to say, "It is alive," he would crush it with his hands before showing it and prove him wrong.  If the Wise Old Man were to say, "It is dead," he would let it fly away and prove him wrong again.  But the Wise Old Man said, "The fate of this bird is in your hands."  The young boy realized his great responsibility and decided to let the bird fly away.

     In a similar way, our future depends on our choices, and lies in our own hands.


Jan Tinbergen applied his creative thinking to many issues where economic analysis can make a contribution to peace.  I will briefly mention only three of them: (1) the optimal level of decision-making; (2) resource transfers as a contribution to peace; and (3) strengthening the United Nations.

1.
THE OPTIMAL LEVEL OF DECISION-MAKING


A source of many human problems is that those who make a decision often do not enjoy its good or suffer its bad consequences.  This is particularly true for the decision to go to war.  Those who make that decision are often well-protected, far removed from the fighting, sending young men and now also women into battle and killing civilians in foreign countries, people who had no say in the decision to go to war.  Oskar Morgenstern once pointed out that if those who make decisions about war or peace had to fight at the frontline themselves in case of war, we would have fewer wars.  To reach optimal decisions, those who are affected by those decisions need to be involved in making them.  This is best achieved through a truly democratic process.  This implies that the problem of war prevention can be solved only at a transnational level: regional levels for regional disputes, and the global level for the prevention of nuclear war that would affect the whole earth.


What is the optimal level at which decisions ought to be  taken?  According to the principle of "subsidiarity," any decision ought to be taken at the lowest level that includes all those affected by it.  If decisions are taken at a higher level than necessary, this is an avoidable source of potential conflicts.  People at a local level are best able to judge how they wish to organize their own lives, and as long as it does not interfere with others, they ought to make that decision by themselves.


Some decisions that are today taken at the level of national governments could well be relegated to local levels.  For example, what language used for instruction at school can be decided locally and ought not to be imposed by a central government.  Where people have been prohibited from using their own local language, this has caused conflict and in many instances sparked civil war.  For example, in 1956, presidential candidate Solomon Bandaranaike in Sri Lanka promised to make Sinhalese, which is spoken by 75 percent of the population, the only official language, and easily won the election.  But this caused great unhappiness among the 18 percent who speak Tamil, and led to a long civil war.  If the Tamils had been granted greater autonomy, including the choice of the language in which to conduct official business, it is highly likely that this war could have been avoided.


Switzerland prints elementary schoolbooks in 5 dialects of Romansch, a language spoken by less than 1 percent of its population.  That may seem wasteful, but it is far less expensive than fighting a civil war!


There is no guarantee that people will always make the optimal decision in their own interest.  But if they make a mistake, they will have nobody but themselves to blame and will make a better choice at the next opportunity.  On the other hand, if a central government forces people to do something they don't want, and they suffer as a result, they will have reason to project their anger against the authorities who decided for them.  The principle of subsidiarity can thus help avoid many unnecessary conflicts.


If for some reason it is not possible for the people who are affected by a decision to be involved in making it, at least those making the decision should be made to feel its consequences.  For example, I once observed a group of delegates negotiate about an agreement on food aid to hunger regions.  After several months, the negotiations ended in failure.  But the people who conducted the negotiations did not suffer from hunger at all--rather from overeating.  Perhaps the Catholic Church has discovered a solution to that problem: when a new Pope has to be elected, the Cardinals are simply locked into the Sistine Chapel until they have reached a unanimous agreement.  Maybe that method should also be tried with disarmament negotiators.


Certain decisions need to be taken at the global level.  For example, preventing the greenhouse effect requires a global agreement to restrict the emission of carbon dioxide from each nation.  If a single major industrial power refuses to participate, all nations on earth will suffer.  Similarly, to prevent the destruction of the ozone layer, emissions of chloro-fluoro-carbons and similar noxious gases must be restricted globally.


Some governments today are reluctant to subject themselves to a global authority that can allocate emission quotas and enforce agreements, for fear that they would lose some of their national sovereignty.  But that fear is mistaken.  No nation now has sovereign control over the ozone layer and the power to prevent its destruction.  Setting up an international agency to save the ozone layer does not take away power from any national government.  On the contrary, it gives governments added power to do something they could never do before, namely collectively to achieve a goal that they are unable to achieve independently.  Our survival depends on such cooperation.

2.
RESOURCE TRANSFERS AS A CONTRIBUTION TO PEACE


To avoid war, it is not sufficient to wait until a conflict erupts in war and then to resort to military means for defense.  It is important to pursue an "active peace policy" that seeks to anticipate potential causes of conflict and to avoid or resolve them long before they lead to war.


One potential source of conflict is unequal distribution of income and wealth.  Jan Tinbergen (1990) emphasized the important role of resource transfers, both at the domestic and global level, to redress inequalities.


He calculated optimal levels of aid under the assumption of diminishing returns of wealth to the satisfaction of human needs: one dollar can do more to improve the lot of a starving child than of someone enjoying already a high level of consumption.  At today's pace, it would take 112 years to close the per capita income gap between the First and Third World.  If the First World would temporarily maintain a constant income level and transfer its excess output to the Third World, equality could be achieved within 14 years.  As a more modest goal, increasing aid levels to about 2 percent and lowering trade barriers could halve the income gap over 30 years.


Tinbergen stressed that global inequality is a vastly underestimated problem.  Reducing it is a moral issue, and also necessary for security reasons, otherwise mass migration from the Third to the First World will cause increasing tensions.  He added that to address problems of development, environment and security, "the creation of [supranational] authorities is the most important task of our generation" (1990, p. 88).


Köhler and Alcock (1976) have calculated that if income were distributed equally across countries, so that the infant mortality rate in each country would be comparable to that of countries with the world average income, about 14 million deaths could be avoided each year worldwide.  If incomes were distributed equally within nations (for which no adequate statistics were available) the improvement would be even greater.  If resources were shifted from military expenditures to preventive and curative health care, many more lives could be saved.  One example shall suffice:  The United Nations Children Fund (UNICEF) has estimated that it would cost $1.50 per child to inoculate newly-borns against the six major childhood killer diseases, from which millions of children now die unnecessarily each year.  To inoculate every child born on earth would cost about $180 million per year, or less than one tenth the cost of a single U.S. stealth bomber.


Are resource transfers of the magnitude Tinbergen envisioned realistic?  I believe they are.  When George Kennan (1983, p. 180) proposed a mutual 50 percent cut in nuclear weapons, my first reaction was that he had lost touch with reality.  We had not even been able to "freeze" the arms race as many had tried very hard to achieve, how could anyone in his right mind talk about a mutual 50 percent cut?  Yet only two years later, Gorbachev took major initiatives to end the cold war, and we are now well on the way to achieving that goal.  This offers hope that Tinbergen's appeal for significantly higher development assistance and a just global order is equally achievable, if we can get some more farsighted political leaders.


Today's paradigm of "homo economicus" as totally selfish is, in my view, a caricature of true human nature.  Income transfers of the magnitude Tinbergen advocated are common within families, and empathy can be extended to others, if nurtured by culture instead of being suppressed.

3.
STRENGTHENING THE UNITED NATIONS


Jan Tinbergen estimated that about 70 percent of all decisions, if measured by size of budget, were made by individuals or households, 15 percent by local governments and 15 percent by national governments.  He suggested that a modest 3 percent of world income would be needed at the global level to address problems that no nation could solve by itself, such as peace​keeping, economic development, and protection of the global environment.  Currently, the budget of the United Nations family of organizations is less than 0.1 percent of world income.


Certain problems in the following areas require decisions at the global level: security, conflict resolution, the environment, health, development, population, trade, financial flows, monetary affairs, transportation and communication, cooperation in science, culture and education, and several related issues.  A number of global organizations do exist to address such issues, but they do not yet possess the means to cope adequately with their tasks.


From where can the funds come to finance such institutions? Tinbergen observed that to almost every ministry at the level of national governments there corresponds an international organization.  For example, the Food and Agriculture Organization corresponds to a ministry of agriculture; the World Health Organization corresponds to a ministry of health; the United Nations Environment Program corresponds to a ministry of the environment, etc.  Every well-run government also has three major financial institutions: a reserve bank, an investment bank, and a treasury.  To the reserve bank corresponds to some extent the International Monetary Fund at the global level, although Tinbergen suggested that it ought to be strengthened to assume the role of a World Reserve Bank.  To the investment bank corresponds the World Bank.  But there is no global equivalent to a treasury.  Yet the national treasury, which collects revenue and uses it to finance all the other operations of a government, is the most essential of any ministries.  Without it, a government would soon collapse.  The present situation at the global level, where governments make voluntary contributions to global programs, is severely inadequate.  Kenneth Boulding once jokingly made the following disarmament proposal: Create a "united military fund," like the United Hospital Fund, where taxpayers can contribute as much to the military as they wish, to the service branch of their choice.


Jan Tinbergen called for the creation of a World Treasury that can finance projects at the global level.  He pointed out that when a national government finances a development project in a depressed region, it uses general revenues for that purpose and does not require the people from that region to take out a loan and pay it back with interest over many years to come.  In the same way, development projects in the Third World ought to be financed from global revenues, without burdening poor countries with heavy debts.


It is unlikely that individual income taxes at the global level will soon become politically feasible.  But there are many other potential sources of world revenue.  The best mechanisms to raise funds for a World Treasury are those that provide an essential service in addition to helping raise funds.  Auctioning off mining rights for minerals on the deep seabed outside of any nation's territorial limits is one such potential source of revenue.  Without such a bidding process, if reserves go to the country that first seizes them or is most powerful, this is an invitation for future wars.  Before the United States government issued leases for exclusive oil exploration, rival oil companies occasionally bombarded each other's drilling towers to get at an oil reserve first.  But they soon realized that they could never make a profit that way.  Today they appreciate that the federal government auctions parcels of land for exclusive drilling rights to the highest bidder.  They pay something, but in return they enjoy the peace of mind that if they find oil, nobody else will take it away from them.


Other potential sources of revenue for a World Treasury include a small tax on international currency exchanges to reduce excessive short term fluctuations in exchange rates (a proposal made by James Tobin in 1978), a tax on the international arms trade, or a tax on the emission of carbon dioxide to help prevent the greenhouse effect.  All of these proposals have the advantage that they primarily serve a useful purpose, such as avoiding conflicts over resources, stabilizing the international financial system, curbing arms exports, and saving the global environment.  As an added side-benefit, they help raise revenue for a World Treasury to finance development projects, international peacekeeping and environmental protection (Fischer 1997).


The creation of supra-national institutions can help solve global problems, but it also brings another advantage: it can help avoid war through political integration.  Before 1870, the many kingdoms and fiefdoms in Germany and Italy fought numerous wars with each other.  After those countries were unified, internal wars stopped.  The 20th century has seen two world wars that began in Europe.  After World War II, the late French economist and diplomat Jean Monnet felt that the best way to overcome the century-old hostility between Germany and France would be to tie the two countries together in some mutually beneficial venture.  Looking at various economic sectors, he concluded that free trade in coal and steel would bring quick and clearly visible benefits to each participating nation.  The Coal and Steel Union that he devised has become the nucleus out of which the European Union has developed, which has indeed made another war between Germany and France almost unthinkable.  Economic cooperation between eastern and western Europe can now help ensure that the Cold War never returns.  If this form of cooperation, with the creation of mechanisms for the peaceful resolution of disputes, is taken just one step further to encompass the global level, we are a big step closer toward abolishing war as a human institution.


Jan Tinbergen emphasized that keeping peace is not to be confused with maintaining the status quo.  Mechanisms must be provided to allow for peaceful change and for the creation of a just world.  Peace and justice are inseparable.  It seems no coincidence that Jan Tinbergen's home was in the Hague, the seat of the International Court of Justice. He followed the tradition of a number of great Dutch thinkers who have improved our understanding of the conditions of peace, beginning with Hugo Grotius.

4.
CONCLUDING REMARKS


John Platt (1969) observed that the more important an issue is, the fewer people concern themselves with it.  Most people devote their time to issues that affect one individual or family for a few days, fewer address issues that concern an entire community or nation, and only very few people focus on problems that concern all of humanity for generations to come.  Jan Tinbergen, with his sharp mind and big heart, was one of those rare individuals who had the courage to address the most central issues, the survival and future of humanity.


Vaclav Havel, who spent over five years in prison for criticizing the human rights abuses of the former Czechoslovak government and later become his country's President, said "When a person behaves in keeping with his conscience, when he tries to speak the truth, and when he tries to behave as a citizen even under conditions where citizenship is degraded, it may not lead to anything, yet it might.  But what surely will not lead to anything is when a person calculates whether it will lead to something or not."


Jan Tinbergen, throughout his life, spoke up courageously for justice and peace, on behalf of those who suffer from poverty and from war.  He did not adjust his convictions to what was politically opportune at the moment, but consistently told us what needs to be done, even when his ideas were far ahead of his time.  He practiced what he preached, even as a young man, and was a conscientious objector against military service.  His life-long persistence brought great improvements to human welfare and set a high standard for future generations to aspire to.
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