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This speech was given by Gail Fosler,
Executive Vice President and Chief
Economist of The Conference Board,
during The Conference Board’s
Sustainability Forum: Business Lessons
Learned and New Challenges held in
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I
am delighted to have the opportunity to discuss sustainability from an economist’s 

perspective. It is certainly not intuitively obvious what economists might have to say 

on the subject. I hope that you find my observations this evening to be of some value 

in framing the discussions you will have tomorrow. I will begin by making four points 

and then develop each in turn.

First is the market. We think of the market as a mechanism that operates on objective 

signals like price and rates of return. These are the metrics that I study as an economist,

and that you in business also use to make key decisions. But it is easy to forget that the

market is conditioned by values. The values that shape the market also shape the regulatory

structure that surrounds the market. For example, the regulatory structures in Europe 

come from different value structures compared to those found in the United States. 

Secondly, I would argue that one of the great tensions in the value structure surrounding

market activities is the tension between efficiency and equity. This is an old tension. As

you chart the evolution of the market over time and among countries, it is profoundly evi-

dent in how the public and the public’s representatives make decisions about the market. 

My third, and possibly most important point this evening, is that the value structure sur-

rounding markets is changing because the global neighbourhood in which market activities

take place is changing. At The Conference Board, we have recently hired a director of

global demographics because we believe demographics is such an important force shaping

the environment in which business operates. 

Demographic change in the global neighbourhood will change the value structures that

govern how the global neighbourhood operates. Those changes and the resulting value

structure will profoundly affect the working of the markets in which businesses operate. 

The fourth point I would like to make concerns the rapid pace at which this is all happen-

ing. The essential questions you need to ask in your organisations are: Are we being reac-

tive or proactive to this change? Do we have our finger on the pulse of the pace at which

this change is taking place?
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Efficiency or Equity
The debates over the relative importance of efficiency ver-

sus equity go back literally millennia. A new book called

The Mind and the Market: Capitalism in Western Thought2

charts the evolution of the market and points out that these

debates, which often focus on the morality of surplus and

profitability, are as old as civilisation. In the Greek and

Roman periods, the notion of surplus and profit was

immoral because, quite simply, there was no surplus. 

If you had a surplus, you must have taken it away from

someone else. The book goes on to develop the concept of

the role of government and individual freedom in monitor-

ing this allocation process. 

In reading this history of capitalism, it struck me that 

the market as we know it today is really an 18th century

concept that captured the imagination of philosophers 

like  Adam Smith (i.e. Wealth of Nations) and Voltaire 

(i.e. Philosophical Letters) as a constructive alternative 

to war  and as a basis for social interaction. It is striking

that much of the modern advocacy for what we think 

of as the free market occurred after the Thirty Years 

War (1618-1648) which pitted the Catholics against the

Protestants in one of the bloodiest conflicts in European

history. Would it be possible to find a neutral social space

in which people could engage with one another, make sec-

ular decisions based on secular metrics and obtain efficient

solutions—without constant reference to their religious

preferences? That is, could you trust this mechanism called

“the market” to allocate goods and services in ways that

enhanced (from an economist’s point of view) people’s

welfare? 

It is not insignificant that Wealth of Nations was published

in 1776—the year of the Declaration of Independence. 

One of the big historical differences between Europe and

the United States, in my mind, is that in Europe these

debates about the market and the role of equity and fair-

ness, and whether the market can be trusted to make

allocative decisions, had been going on for hundreds of

years. It was a very intense topic of debate, because the

market was a new innovation. In contrast, the United

States was a new country, without a legacy, and the market

fit well into this bow wave of freedom. 

I think this also helps to explain why sometimes the

debates in Europe and the United States on issues such 

as regulation can be so very different. In Europe, these

debates take into account the diversity of stakeholders

rather than just the raw metrics of efficiency that exist 

in the United States. 

Emerging Markets
Although I have drawn a distinction between Europe 

and the United States, we are all part of the same western

European philosophical tradition. And, as such, we have

dominated the world in terms of this philosophical tradi-

tion for the past 200-300 years. However, today, there are

new players on the horizon in the form of the emerging

markets. In the past, we were rich and they were poor, and

while there were more of them than of us, the demographic

gap was not very large. Our frame of economic reference

dominated. 

In 1965, for example, there were twice as many people in

the developing world as in the advanced economies. Today,

there are four times more people in the developing world

than in the advanced economies, and by 2025 the emerging

market populations will dominate us by a factor of five to

one. The global neighbourhood is changing rapidly.

Half the world’s population is in China and India, and

these countries have very different cultures in terms of 

the marketplace that go back thousands of years. In China,

a book titled, Discourses on Salt and Iron: A Debate on
State Control of Commerce and Industry in Ancient China,

written in 112 BC, debates the views of Confucians and

the political structure about the role of the market. While

the Confucians preferred to let the market set prices, the

statists were opposed to this secular, remote, arbitrary force

regulating the availability of the two most important com-

modities to the economy and to their survival. Can these

important resources be distributed outside of the benign

control of the state?

Knowledge is a particularly unique fulcrum for the cultural

divide between advanced and emerging market mentalities.

In India and China, knowledge is not seen as a product.

The cultural notion that knowledge (intellectual property)

could be a private good is simply incomprehensible. Surely

there are elements of predation in the intellectual property

disputes between the east and the west; but, we would be

incredibly myopic not to recognize the strong cultural

dimension of the dispute. 
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Changing Rules
Looking ahead, these societies are gaining economic power

at an unprecedented rate. Their notions of what is fair will

colour the notion of fairness in the global environment and

how the traditional market operates. The very notion of

fairness is becoming more variable and more democratised.

Companies make investments based on their own assump-

tions about what is private and what the terms of that

investment are. These terms can then be subject to radical

changes when the public, whether the government or pri-

vate partners, rewrite the terms of those deals because they

no longer appear “fair.”  

We are talking not only about AIDS drugs and the distribu-

tion of vaccines in a world where public health is a global

neighbourhood issue. We are talking about the independent

power industry in China, where companies were given

preferential investment benefits, including large tax exclu-

sions, and promises by the state grid to support demand —

at least until economic circumstances changed. What had

been “fair” earlier was no longer seen so. Or, more

recently, changes in corporate tax law by the Venezuelan

government to raise local payments from multinational oil

companies that had been operating in the country under

preferential tax treatment is another example of how a

changing value structure can change the rate of return on

an investment. 

We can look almost empirically at the pace at which these

redefinitions of what is “fair” take place and how they

affect what were formerly “market” decisions. The inci-

dence of these changes in market terms are rising almost

exponentially. They are the result of rapidly shifting eco-

nomic and political power—a situation where it may well

be that many of the principles of market access and func-

tion that you and I regard as the norm are up for grabs.

Short-Term Versus Long-Term
As you engage in your discussions on the various business

practice responses to this change tomorrow, you should ask

yourselves: “Are you simply reacting to a rapidly changing

situation”  These issues are not tactical—they go to the

fundamentals of how companies engage with the cultural

and attitudinal changes in this rapidly evolving global

neighbourhood. 

For me as an economist, true “sustainability” is being able

to make selective and strategic decisions about when you

are going to forego short-term benefits in order to be able

to enjoy the opportunities provided by long-term success.

This framework involves much deeper strategic commit-

ment than the tactical practices that are often defined as

sustainability policy. Companies that create, in their core, 

a strategic decision-making process that identifies these

short- vs. longer-term trade offs across the full spectrum of

market activities—as opposed to those that consider these

choices to be peripheral and defensive—are going to be the

companies that will be truly sustainable in the long term.
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about the conference board economics program

Under the direction of Executive Vice President
and Chief Economist Gail Fosler, The Conference
Board’s Economics Program is a unique
resource for economic research, objective indi-
cators, analyses, and forecasts—information that
helps businesses monitor and assess economic
conditions that directly impact their markets
and industry.

The Conference Board has a long and respected
history of leadership and achievement in eco-
nomic research and analysis. 

Acknowledged for its groundbreaking work on
economic indicators  and trend analysis, it main-
tains a strong and innovative global research
program with deep capabilities in areas of inter-
est to business and policy makers. Over the
years, The  Conference Board’s economic
research program has expanded  far beyond its
original base in the United States to develop
global  expertise and productive partnerships
with prestigious economic  research organiza-
tions around the world. A hallmark of the pro-
gram is the way it brings together researchers,
statisticians  and related scientific personnel
with business leaders and  government policy-
makers to explore important economic  issues
of vital importance. 

Economic research at The Conference Board is
grounded in  a strong empirical tradition and
benefits from its close association  with busi-
ness practice research. While covering a wide
range of subject areas, the research program
centers on economic  measurement, analysis of
comparative performance and forecasting. The
program derives its strength from core capabili-
ties in business cycles and forecasting, interna-
tional comparisons of productivity and living
standards and the analysis of economic trends.

The Conference Board economic research pro-
gram has deep capabilities in a wide range of
subjects, including: 

• Business cycle analysis and near-term 
forecasting; 

• Economic indicators and composite 
indexes, both cyclical and structural; 

• Growth accounting analysis of the 
sources of economic growth; 

• International comparisons of productivity 
and living standards with special emphasis on
information and communications technology; 

• Company and sector analysis of the restructur-
ing process and the application of technology
as well as the development of human capital,
including integrating this microeconomic work
into evaluations of broader economies; 

• The impact of government regulations,
economic incentives and competition on 
economic development and growth;. 

• Global trends in labor market participation 
and research and development.

For more information go to 
www.conference-board.org/economics
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