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ABSTRACT  

 

Previous research established that economic growth as measured by real per capita gross domestic product adjusted for 

purchasing power parity is a function of capitalism, democracy and rule of law. Rule of law attracts capital and democracy creates 

additional pathways for the optimal deployment of capital to produce goods and services. These create the potential for higher 

standard of living. The purpose of this paper is to identify the mechanism by which collaboration functions to develop the 

component, rule of law. In particular, a legal system that protects property rights, minimizes corruption, and enforces contracts. 

We show that whereas cooperation is an obstacle to rule of law, collaboration is essential. 
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1. INTRODUCTION 

 

The terms collaboration and cooperation are sometimes confused. Also confused in the business community are property and rule 

of law. In this research we are interested in collaboration and rule of law based on epistemological, metaphysical, and axiological 

insights (Randrup, Druckemiller and Briggs, 2016), so for clarity of purpose we begin with the following definitions. 

 

Definition. Cooperation is a plan and execution thereof by participants, each with their own personal self-interest and economic 

gain in mind yet yielding unintended mutual benefits. 

Definition. Collaboration is a plan and execution thereof by participants for their intentional mutual benefit of shared goals, 

objectives, and rewards. 

Definition. Property is a legal expression of an economically meaningful consensus by people about assets, how they should be 

held, used and exchanged. 

Definition. Rule of law is the reverse of corruption, the protection of shareholder and other property rights, enforcement of 

contracts, and a catalyst for the attraction of capital. See also the last paragraph of section 3.2. 

 

Wealth and poverty 

Ten percent of the worlds people are rich and are getting richer while ninety percent live on two to three United States (US) dollars 

per day. The ratio of incomes of the richest country to the poorest is about one hundred to one. The richest countries practice a 

high level of collaboration and the poorest countries do not (Ridley, Korovyakovskya, Llaugel, 2021).  Often when we think of an 

invention we think of science, engineering, and technology. There can be no question about the role of collaboration in the creation 

of new devices, products, and services. But what if rule of law were an invention albeit a social convention instead of scientific, 

engineering, and technological? The purpose of this paper is to investigate the mechanism of how collaboration can lead to the 

convention invention that we now know as rule of law. Furthermore, how can a sociocultural skill of collaboration be developed 

to create rule of law where it does not yet exist and thereby create middleclass countries around the world. 

 

Research question 

The question to be answered is what is the relationship between collaboration and rule of law? And what is the precise mechanism 

by which collaboration can bring about rule of law. 

 

Organization 

The remainder of the paper is organized as follows. Section 2 is a review of related literature on rule of law and property rights. 

Section 3 is a discussion on rule of law via the mechanism of collaboration. Section 4 creates and quantifies a numerical relationship 

between collaboration and property rights. Section 5 summarizes conclusions and suggestions for future research. 

 

2. RELATED LITERATURE 

 

Throughout history, participants in society collaborated for the purposes of achieving shared objectives and goals.  More 

specifically, the events of the day necessitated collaboration in opposition to the assertion that the ruler is above the law. Among 

the benefits and rewards for such collaboration included the protection of individual rights in property and a predictable court 

system that enforced these property rights.  

 The expression “rule of law” was made popular by its use in An Introduction to the Study of the Law of the Constitution, 

published in 1885 by the 19th century jurist and constitutional scholar A.V. Dicey (see also Bingham, 2010). Although Dicey 

(1885) popularized the expression, the concept of the rule of law goes back centuries before Dicey.  Shklar (1987) looks to classical 

Greek origins and the writings of Greek philosopher Aristotle (384-322 BC), a student of Plato, as sources of the rule of law. 

Aristotle emphasized that good laws should be supreme.  His writings reflected an opposition to the power of the law being in the 

hands of governmental officials; instead, the law should be governed by the citizens.  For the rule of law is guided by reason, 

whereas the rule of man is guided by passion. (Shklar, 1987).  Others look to the influence of Cicero (106-104BC) the Roman 

philosopher, lawyer, and statesman who espoused the position that everyone has certain God given inalienable rights, conceived 

in natural law, not manmade law.  
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Tom Bingham (2010) espouses the more Anglocentric perspective that the rule of law as we know it today is attributable to several 

milestones in British history.  Magna Carta signed in 1215 is an important starting point in examining the origin of the concept of 

rule of law.  The Charter of Liberties, issued in 1100 as King Henry I of England ascended the throne, served as the precursor to 

Magna Carta (Bingham, 2010).  Nonetheless, Magna Carta is widely recognized by historians as the first official written document 

with the specific goal of limiting the notion of monarchical absolutism and curtailing the capricious nature of the monarchy only 

interested in serving its own self-interest.  Magna Carta represented a clear rejection of the assertion that kings were above the law 

(Bingham, 2010).  No free man could have his liberty taken away except by the lawful judgment of his peers represents the modern-

day constitutional rights of due process under the law and judgment by other free men as evidenced by the court system and the 

jury system.  Judgment was based on established laws not just the desires of a single king. 

 Tamanaha (2004) goes back further in history and identifies at least two other Medieval influences pre-dating Magna 

Carta. The law of the Middle Ages Period can be described as an incongruous mixture of remnants from old Roman law, 

ecclesiastical law, feudal law, and local customs.  First, there was the long-running battle for the title of divine supremacy between 

the monarchy and the church.   Each declaring its divine will over the other.  Emperors and kings asserted that they were divinely 

guided to dispense divine law.  Even non-ruling monarchy such as princes asserted that the source of their authority was divine.  

The hierarchy was God, king, and religious leaders in that order.  The assertion of divine authority meant that monarchical leaders 

were answerable to God only and not to the people (Tamanaha, 2004). The Roman popes simultaneously asserted authority over 

both the sacred as well as the secular domain of emperors and kings (Cantor, 1994). The Church contended that it possessed the 

divine anointing to rule the people.   Popes ruled papal states in both religious and secular matters and administered oaths and 

affirmations during the coronation ceremonies of the monarchy throughout Europe.  The symbol of the monarchy bowing down to 

be crowned by religious leaders served as a symbol of the divineness of the Church over the monarchy and the law (Ullman, 1970). 

The settling of Germanic tribes throughout Europe advanced the traditions of its unwritten customary law.  Since law at that time 

was mostly unwritten and based on customs accepted and adopted by participants in Medieval society, the growth of German tribes 

settling throughout parts of Europe, including the western Roman Empire and modern-day England, likewise spread its notions of 

the king being subject to the law (Tamanaha, 2004). 

 Despite the divergent viewpoints on which sources were most influential on promulgating the rule of law, both Bingham 

(2010) and Tamanaha (2004) agree on the historical importance of Magna Carta and its significant influence on the rule of law. 

Additionally, both agree that the rule of law, as a legal concept, was not wholly defined by one event, but a series of historical 

events borne out of the collaborative workings of participants in multiple societies.  Magna Carta, like the invention of the rule of 

law, grew out of English society and politics not just in 1215 but well before then (Holt, 1992). 

 This paper highlights the commonalities among the events surrounding those historical milestones from Magna Carta to 

the U.S. Constitution.  What makes Magna Carta stand out among the historical milestones impacting and greatly influencing 

today’s notion of rule of law are the circumstances by which it was signed.  The noblemen in 1215 used the rule of law to restrain 

King John’s actions in taxing barons to pay for his disastrous war against France.  Magna Carta sought to take away the King’s 

ability to take, imprison, seize property, out, exile, or ruin free men.  The liberty of free men was no longer subject to the whims 

of the king but only by the “lawful judgment” of peers “or by the law of the land.”  

 The invention “Rule of Law” is not without its flaws. In practice, rule of law can be quite demanding. Scalia (1989) 

explored the dichotomy between general rule of law and personal discretion to do justice. Legislative statutes that are clear and 

precise are the objectives of rule of law. But sometimes statutes are unclear and imprecise and require the personal intervention of 

judges and are therefore undemocratic or even unconstitutional. This may render rule of law imperfect. However, wheresoever 

new law is created in this manner, we rely on the genius of stari decisis in the common law system. 

 

3. RULE OF LAW THROUGH COLLABORATION 

 

3.1 Collaboration 

 

Ontogeny 

The ontogeny of human collaboration as the predictor of the future development of humankind has recently been reexamined by 

developmental psychologists (Brownell et al., 2006; Callaghan et al., 2011; Sterelny, 2011, 2012; Warneken & Tomasello 2007). 

Collaboration is a phenomenon associated with and only with human beings and humanity. Animals cooperate but they do not 

collaborate. Although human collaboration was in born at the times of collective foraging (Alvard, 2012; Tomasello et al., 2012), 

foraging played a role in its development.  

 

The CDR Model 

We know from Ridley (2020a,b) that to raise real per capita gross domestic product (GDP) adjusted for purchasing power parity 

(G), a country must raise its CDR index (capitalism, democracy, rule of law). In the CDR model, the source of wealth is 

entrepreneurial capital. Capital comprises intangible exogenous human entrepreneurial capital ideas of imagination and creativity, 

and capital stock of knowledge (skills and memory), and tangible endogenous machinery, recordings, computers, etc. Capitalism 

is a method of organizing capital for the purpose of profitable investment. Rule of law is an intangible exogenous catalyst that 

creates stability for attracting capital and protecting democracy. Democracy is an intangible exogenous catalyst that creates new 

pathways for the optimal deployment of capital. Total capital is converted into production of capital stock, goods and services, 

which after consumption, depreciation and obsolescence, contributes to wealth. Since capital stock is subject to continuing 

depreciation and obsolescence, entrepreneurship must be the true source of new wealth creation. The CDR index is a weighted 

average of capitalism (C), democracy (D) and rule of law (R) that jointly with natural resources and geography explain almost all 

economic growth. The year 2014 fitted CDR function is 

 

CDRindex = 1.53C + 0.14D + 0.23R - 1.21C∙D∙R + 0.38N 
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The model estimation and partial contribution details are given in the appendix. This model tells us that to raise its CDRindex a 

country must raise its R. In this paper we posit that in order to raise R a country must collaborate. A supporting data analysis is 

given later in this paper. 

 Adam Smith (1776, 2010) describes the invisible hand and the positive unintended consequences of the individual pursuit 

of one’s own wants and needs. In what we refer to as cooperation, division of labor raises the standard of living of all parties 

involved. According to Hayek (1994) "under the Rule of Law the government is prevented from stultifying individual efforts by 

ad hoc action. Within the known rules of the game the individual is free to pursue his personal ends and desires, certain that the 

powers of government will not be used deliberately to frustrate his efforts." Self-interest is the claim of morality in objectivist 

epistemology (Rand, 1961, 1990). Such cooperation makes for ordinary economic growth and development. The principle of 

cooperation and economic growth is a local phenomenon. Global supply chains are optimized via collaboration for shared chain 

profit goals, not cooperation for individual business unit gains. Some aspects of society can only be achieved through collaboration 

wherein shared goals and rewards are pursued. These lead to innovation and extraordinary economic growth and development. 

The way that collaboration creates new products and services is fairly well understood and appreciated. But what precisely is the 

mechanism by which collaboration can create rule of law, especially property rights that attract capital that can be deployed 

democratically for economic growth and development? (Ridley, 2021; Ridley, 2022; Ridley & Korovyakovskaya, 2021; Ridley, 

Korovyakovskaya & Llaugel, 2021). Ridley, Ngnepieba & de Silva (2021) give a mathematical proof of how collaboration can 

combine nonnormal multimodal distributions of low performance educational outcomes to achieve high performance normal 

unimodal outcomes. 

 

Magna Carta  

Magna Carter or ‘great charter’ is amongst the most important historic documents. It was preceded and directly influenced by the 

year 1100 Charter of Liberties, when King Henry I had specified particular areas where his powers would be limited. Magna Carta 

began as the “Article of the Barons.” It was rewritten, expanded, and put into the legal language of a royal charter. Drawing from 

the Charter of Liberties, Magna Carta established the principle that everyone is subject to the law, even the king. Therein lies the 

significant watershed: Magna Carta. Clearly recognizable, that was the rule of law in embryo. It guarantees individuals the right 

to justice and the right to a fair trial. No one is above the law. Bingham (2010) speaks on Magna Carta as if it were the English 

constitution. It has been an inspiration for liberty and justice worldwide, and for other rule of law documents such as the US 

constitution.  

 King John, his son and successor King Henry III, Pope Innocent III, Archbishop of Canterbury Stephen Langton, Baron 

William Marshal, who was the regent to young King Henry III, and Baron Robert Fitz Walter all collaborated on the creation of 

Magna Carta. A total of twenty-five barons signed it at Runnymede near Winsor, England. First drafted by Stephen Langton, King 

John placed his seal on Magna Carta reluctantly on or about June 15, 1215. This reluctant cooperation (not collaboration) failed. 

As soon as the Barons left London, the king reneged, and England was plunged into to civil war. In 1225, his son boy King Henry 

III put his seal on the charter willingly (collaboratively). Although there were many events leading up to Magna Carta, as best we 

can tell, Magna Carta is the genesis of rule of law in which no man is above the law. All prior law was rule by law or religion where 

the ruler’s fiat, decree or levy was above any and all other law. 

 We posit that cooperation, moreover collaboration occurred. And that collaboration was critical to the outcome. The 

question here is what mechanism: logic, psychology, sociology, then current events, or legal theory, would account for why these 

interlocutors would have collaborated. What did they stand to gain from a collaboration in the invention of rule of law? The King, 

the pope and the archbishop were at odds with each other. 

 

King vs barons 

The barons and knights were angry with their payments of taxes. Especially, to finance wars that the King lost. King John took 

powers away from them and often made arbitrary decisions (Turner, 2009). Attacked freedoms for all. Not only did King John 

believe himself to be above the law, but he was also divinely appointed and anointed. This was the sentiment in Ireland, Whales 

and Scotland. The barons demanded that the king sign Magna Carter, guaranteeing them certain rights. The document was a set of 

promises between the king and his subjects that he would govern England by dealing with its people according to the customs of 

feudal law. Not to abuse his powers with the people, causing suffering. The favorite promises of the barons were for the king to 

consult with the lords and council before levying taxes, and that a baron will pay a fine only if other barons say he is guilty. It 

created equality among free men and rejected the notion that the king was above the law. The king signed it to fend off the baron 

instigated riots and a potential civil war. The barons renewed the oath of allegiance to the king. 

 

King vs church 

Aside from the minsters, early Christian churches were built on land that was given by the nobles or lords of the manor. The church 

served them and their vassals. In return for the land and the buildings, the lords assumed the right to choose the churchmen. By the 

11th century, monks were calling for reform. They insisted on choosing the churchmen. Their argument was that the soul is more 

important than the body. Therefore, as caretakers of the soul, they were superior to the king. And so began the struggle for power 

between the crown and the church. King Henry II, (succeeded by his sons Richard I and John), appointed his trusted friend Thomas 

Becket to the position of Archbishop of Canterbury. He fully expected Becket’s support. But Becket turned reformer opposed him. 

Instigated by King Henry II “who will rid me of this troublesome priest,” archbishop Thomas Becket was murdered in 1170. After 

the death of Archbishop Hubert Walter in 1205, a dispute arose over who should replace him as archbishop. The churchmen wanted 

an appointee in which their views held sway. King John rejected the selection by churchmen. He wanted an appointee who 

supported his views. The pope rejected the choice of King John. In 1206, Pope Innocent III sought the appointment of archbishop 

Langton by King John. King John refused. The pope consecrated Langton at Viterbo on June 17, 1207. King John rejected Langton 

and refused him entry into England. This led to King John’s excommunication in the judgement of the pope. In 1212, King John 

unexpectedly agreed to have Langton become the archbishop. He made England a papal fiefdom in 1213, symbolized by his 

agreement to pay an annual tribute to the pope in the amount of one thousand marks (six hundred and sixty-six pounds). The pope 
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ended the excommunication of the king. Langton drafted Magna Carter. The pope supported the king during the rebellion that led 

to Magna Carta. The rebellious barons were forced to find a way to prevent the king from obtaining papal annulment of the 

settlement obtained at Runnymede.  

 

3.2 Rule of Law 

 

Evolution vs Invention 

In the Darwinian (1809-1882) sense, evolution starts at the beginning of time and evolves continuously thereafter per the dictates 

of the natural environment. The law is concerned with people and for that reason, it is as close as we get to a living institution. The 

US constitution on which we depend so much has been amended 27 times. Therefore, whatever we think rule of law is, it has the 

appearance of evolution. But we posit that rule of law is not evolutionary. It is a revolutionary invention that came into being, not 

at the beginning of time, but at a specific space time. In the case of common law: the space was England, and the time was the year 

1215 when Magna Carta was created. Thereafter, rule of law has been modified, not continuously, but discontinuously in uneven 

increments, and only as demanded by changing societal needs. And just like engineering devices are invented then improved upon 

sporadically, so is rule of law. Evidence that rule of law is a space time specific invention lies in the fact that it exist in only certain 

countries and not others.  

 

Natural Rights vs. Government 

When was government created? What was the nature of society before government was created? What law, if any, existed at the 

time and for what purpose was government created?  Government started at a specific time in the past.  Humans made a conscious 

agreement among members of society to form a government.  That agreement is the social contract where humans consent to be 

governed by the government.  The social contract is necessary for man to live in civil society, where all members of society are 

equally subject to the law.  The establishment of society based on contractual rights is necessary in the protection of property rights. 

Political philosophy played an integral role in advocating for the rule of law.  Aristotle (384-322 B.C.) set forth the idea that “It is 

more proper that law should govern than any one of the citizens…” and citizens in government are only guardians and servants of 

the laws. This statement espouses the principles of rule of law.  Roman philosopher, lawyer, and statesman Cicero (106-104 B.C.) 

advocated that everyone has certain rights in natural law. These rights are not conferred by manmade law and cannot be modified 

or repealed by it. These inherent rights come from God.  Cicero’s writings were during the political upheavals of the Hellenistic 

Period towards the end of the Roman Republic (Griffin, et. al., 2001).  This was a period of constant political strife and civil wars 

between the aristocracy and those who were not born into privilege.  Cicero is cited as one of the most influential contributors to 

the political philosophies of the enlightenment period and to the thinking by the founding fathers of the United States.  

  

Middle Ages 

Land in Medieval Britain was once owned communally. Up until the 18th century, communal land ownership prevailed in almost 

all Europe. The king or the church was the official owner of the land. Peasants were allowed to work in them in exchange for a 

levy. Communal land systems also existed in Africa, Asia and America. They exit in many regions of the world even to today. In 

some cases, the land is the property of the state. Communal land systems are inconsistent with modern day law. Modern day law 

is based on private property. Communal land is not suitable as private collateral in the modern capitalist systems. 

 

Early modern era 

The enclosure of land began in England in the 1500’s. This was based on parliamentary statute law. The year 1550 saw the 

beginning of the enclosure movement. This resulted in privatization. Land was divided up among cultivators. The Tudor enclosures 

occurred between 1550 and 1700. These gave rise to numerous objections in the 1600’s. The Katt’s rebellion in 1549, the 

Oxfordshire rebellion in 1596, the Midland revolt of 1607 and others up to the Swing riots of 1830-1831 were all defeated by the 

state (Charlesworth, 1983). By 1688 and the glorious revolution (so called because it was peaceful without a drop of blood shed) 

the absolute monarchy was beginning to be replaced by a constitutional monarchy restricted by law such as the bill of rights of 

1689 and the act of settlements in 1701. The parliamentary enclosures occurred in the century following 1750. By 1850, practically 

all of Britain was private property. This in turn led to property rights. The value of property rose. Economic development increased. 

What would have been the case if lands remained in common? Would the residents have done anything with it? The private 

property owners developed the land and land use for economic growth. The un-landed classes also benefited from a higher standard 

of living that came with economic growth. Much of African land today is still owned communally, rather than individually. This 

places strict limitations on the ability to establish individual property rights.  

 

Enlightenment Age 

By the 17th and 18th centuries, the rule of law was used ardently by Scottish theologians such as Samuel Rutherford (1600-1661) 

to argue against the divine right of kings.  Political philosophers such as John Locke (1632-1704) explained his theory of 

governance in his Second Treatise of Government (1690).  Natural rights are not a result of law or custom but are rights all men 

have in pre-political society and these rights are universal and unalienable.  The law of nature is based on mutual security and on 

the idea that one cannot infringe on another’s natural rights as every man is equal and has the same unalienable rights.  These 

natural rights included equality, freedom, and the right to preserve life and property.  Locke focused on the rights of life, liberty, 

and property.  And political society or government exists only to protect these rights.  In the state of nature, all men are born equal 

with the right to life, which everyone is entitled to, liberty which entitles everyone to do anything they want as long as it doesn’t 

conflict with the first right, and property where everyone is entitled to own all they create or gain.  What occurs when one citizen 

breaks the law of nature? In a civil society, an unbiased judge, for example enforces that protection.  Individuals voluntarily enter 

into a civil society to protect their natural rights. The role of government is to preserve and protect these natural rights from tyranny 

and abuse. This is the social contract, which is an exchange of promises. In a monarchy, citizens surrender their freedom for the 
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protection by the sovereign, but the king makes no promises in return. British philosopher Thomas Hobbes (1588-1679) advocated 

that man give his consent to be governed by a government. There are certain rights that cannot be taken away by the government.   

French philosopher Jean Jacques Rousseau (1712-1778) built on the concept of the social contract as the way to achieve unity and 

joining together for the general will. In a social contract, everyone abandons individual claims of natural rights while preserving 

themselves and remaining free. Submission to the authority and the general will of others does not create inequality. To the 

contrary, everyone will be free because everyone forfeits the same number of rights and imposes the same duties on all. Everyone 

wins in this collaborative process. 

 Despite its long history, rule of law as an expression and not just a concept or idea occurred during the Enlightenment. 

The term rule of law was coined by Professor A. V. Dicey (1885), the Vinerian Professor of English Law at the University of 

Oxford.    

 

Magna Carta as forerunner to the U.S. Constitution  

Magna Carta is discussed above as an outcome of collaboration. Here, we simply recognize it as the original rule of law.  Many of 

the royal charters established by colonies upon the arrival of the English used Magna Carta for its guiding principles on freedom, 

liberties, and equality with people born in England.  Colonies such as Massachusetts and Virginia much to the dismay of King 

George used similar language as did Magna Carta.  In effect, the colonists had preserved the rights in Magna Carta within their 

respective U.S. colonies.   

 

US constitution 

Following Magna Carta, the next major milestone in rule of law and wonder of the world is the US constitution. Although the US 

‘bill of rights’ was a direct contribution of Magna Carter, the constitution is much more, especially the right to a jury trial and the 

three branches of government with separation of powers, etc. Therefore, the US constitution is an invention in its own right. Who 

were the collaborators in the construction of the US constitution? What were their individual goals and what were their shared 

goals and rewards? How did they collaborate? Not unlike the circumstances surrounding Magna Carter, the U.S. Constitution was 

born out of the backdrop of failed wars, the imposition of taxes to pay for the failed wars, and tyrannical kings who believed 

themselves to be above the law.   

 Members of the Second Continental Congress wrote the Articles of Confederation and Perpetual Union on November 

15 of 1777 and then sent it to the states to be ratified. This became the forerunner to the US constitution. The members comprised 

delegates from thirteen colonies. John Dickinson of Pennsylvania chaired a committee of the congress assembled for this purpose. 

Dickinson was the primary author of the articles. Benjamin Franklin, author of the Albany plan of union for all thirteen colonies, 

was influential. He had submitted a draft in 1775. Also influential was Silas Dean of Connecticut who submitted a draft in 1775. 

William Paterson was responsible for the New Jersey plan. James Madison is recognized (although erroneously) as the author of 

the US constitution. He was the 4th president of the US. The Virgin Plan was written in 1780 by James Madison and Edmund 

Randolph. The Virginia Plan is important because it outlined the three distinct branches of the central government: executive, 

legislative, and judicial. All thirteen states approved the document which came into effect on March 1, 1781. The state governments 

were given powers above the national government not “expressly delegated to the United States.” The national charter created a 

decentralized and limited unicameral national government with the greater powers in the state governments’ hands. Once state 

sovereignty was guaranteed, the congressional delegates were able to reach a consensus. Other influential persons were Alexander 

Hamilton, George Washington (1st president), John Locke of England and Baron de Montesquieu of France. After numerous 

amendments, the Articles of Confederation were replaced with the United States Constitution on March 4, 1789. The Bill of Rights 

was added on December 15, 1791. We would be remiss if we did not mention the contributions of Thomas Paine (1776, 1791, 

1794) to the American revolution. The important observation here is that each state has equal representation regardless of size. 

Furthermore, it is a republican system of electoral colleges wherein smaller states have disproportionately more electors than larger 

states. Needless to say, the individual goal of the large states was to have proportional representation in congress and in presidential 

electors. Therefore, the US constitution is the outcome of a collaboration. Not cooperation. Cooperation would have been an 

obstacle because of the impossibility to resolve conflicting individual goals. 

 

Modern day 

Rule of law does not exist everywhere, and where it exists, the specifics vary from territory to territory and throughout the 

vicissitudes of time. Britain did not become a democracy until the Representation of the People Acts of 1918 and 1928 that gave 

the vote to all men and women over the age of 21. A broad global definition, not specific to any one societal operation or territory, 

is given by the United Nations (UN) organization. The UN defines rule of law as a principle of governance in which all persons, 

institutions and entities, public and private, including the state itself, are accountable to laws that are publicly promulgated, equally 

enforced and independently adjudicated, and which are consistent with international human rights norms and standards. Other 

international organizations such as the Council of the International Bar Association (CIBA), the World Justice Project (WJP), 

the International Development Law Organization (IDLO), and the International Network to Promote the Rule of Law (INPROL) 

have their own definitions.  The UN, CIBA, WJP, IDLO and INPROL definitions are too broad to incorporate the specifics of all 

member nations.  

 At the local and national level, rule of law reflects government effectiveness indicators such as the prevention of theft, 

the protection of property rights and contracts, the control of corruption, regulatory quality, political stability and absence of 

violence, access to justice and efficient court proceedings, the status and role of legal professionals, and administration of justice 

and management of courts. These many features are for the most part opaque to the average person. What people can recognize is 

corruption and the absence of justice. Therefore, our definition of rule of law (at the beginning of this paper) pertains to perceived 

corruption in the conduct of commercial business, and how it affects economic growth and development. See also Ricci & Ridley 

(2021) on applications to business law pedagogy. 
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3.3 Goals and rewards 

 

From the above chronology and analysis of collaboration and the creation of rule of law in England, we can infer what the shared 

goals and rewards were that motivated the creation of what we now recognize as Magna Carta. Considering the practice of 

cooperation (Figure 1). The parties to Magna Carta had individual goals in mind as follows. The king– absolute monarchical rule; 

The barons – reduced taxes; The pope – divine power and god’s representative; The archbishop – divine power and freedom of the 

church. These parties would willingly cooperate if it meant achieving their individual goals. However, it is easy to see that these 

goals conflict and absent rule of law, cannot be accomplished.  

 In matters of economic growth, cooperation is beneficial. Cooperation is required for ordinary economic growth and 

collaboration is required for extraordinary economic growth. Cooperation does not guarantee collaboration. But without 

cooperation there can be no collaboration. However, particularly in the invention of rule of law, cooperation is an obstacle, but 

collaboration is essential. This is a phenomenon that is noteworthy. Once the parties recognized this, then given some personal 

capability to collaborate and the foresight to recognize the benefits of shared goals and rewards, the invention of rule of law is 

indeed possible (Figure 2). The shared goals and rewards were as follows. No man is above the law; constitutional monarchy; 

freedom from oppression; a free church; the rights of individuals; the right to justice; the right to a fair trial; reduction in taxes; 

prevention of riots and civil war. Instead of shared failure, shared success abounds. 

 

 

 

 
3.4 Property rights 

 

The following are examples of how a breach of property rights is detrimental to the economy. At the time of this writing the world 

is in the middle of a pandemic referred to as COV19 and whatever mutations there might be. The US introduced a moratorium on 

eviction of tenants by landlords. The eviction divisions of the local courts were closed. The US supreme court ruled that such a 

moratorium is a breach of the landlord property rights. Were the supreme court not to rule in this way, this breach would erode 

landlord confidence (if it has not already done so) and in turn the benefits of housing that they provide to tenants. The city of New 

York rent control laws does exactly that, thereby creating an apartment shortage like nowhere else in the US. 

 Ninety percent of the people of the world have no property rights for the common man (de Soto, 2000). Ideally this can 

be corrected by simply having the property rights countries share that concept with the other countries. Just like they share 

engineering methodology and its products such as electricity, motor cars, telephones, etc. But unlike devices, there are no records 

and no blueprints on how America developed property rights or how to repeat it from the beginning. The export of rule of law is 

not impossible, just immensely more difficult than one can imagine. Many decisions that relate to rule of law require a democratic 

process as an element of collaboration. Ridley and de Silva (2019) show how corrupt dictatorship is an obstacle and suggest how 

a country can rid itself of it. Democracy in one society does not function the same way as it would in another. And America has 

no superior understanding or incentive to invent rule of law that is unrelated to America. To the extent that the research in this 

paper discovers the mechanism of how rule of law was invented, non-property rights countries may receive help in the development 

and implementation of property rights. Although repudiated by many, the doctrine of discovery does not inspire citizens of 

developing countries to trust their developed country counterparts to help. We now know from Ridley (2020) that if any person 

anywhere produces a product at a lower price and of the same quality, or of higher quality at the same price, the size of the world 

economic pie must increase for the benefit for all mankind. Therefore, if developed countries understand this and demonstrate that 

they accept it, and are acting on it, their credibility will go a long way. Dam (2006) offers some suggestions for implementing rule 

of law and other institutions. 

 

 

 

 

 

 

 

 

 

 

 

 

 

King Pope 

MAGNA CARTA 

Baron Baron Archbishop 

Figure 1. All parties cooperating to get what 

they can from Magna Carta.  

The king and pope are above the law.  

The barons and archbishop are under the law. 

Figure 2. All parties collaborating, seeking to 

contribute to the shared goals of Magna Carta.  

No one is above the law. 

Collaboration is an asset in rule of law. 

Figure 1. All parties cooperating to get what they 

can for themselves from Magna Carta.  

The king and pope are above the law.  

The barons and archbishop are under the law. 

Cooperation is an obstacle to rule of law. 



South East Asia Journal of Contemporary Business, Economics and Law, Vol. 26, Issue 1 (April)                                                                                               

ISSN 2289-1560 
 2022 

 

 200 

 

 

 

3.5 Proxies for collaboration and rule of law 

 

We now turn our attention to the quantitative evidence in support of our hypothesis that collaboration can create rule of law. There 

are no published data for collaboration by country. But collaboration is used synonymously with innovation (Hastings & Meyer, 

2020).  So, we use the world intellectual property organization (WIPO) global innovation index (GII)(Indicator Rankings & 

Analysis | Global Innovation Index) as a proxy for collaboration. The WJP has developed an Index to measure the extent to which 

countries adhere to the rule of law in practice. It covers a variety of dimensions of the rule of law – such as whether government 

officials are accountable under the law, and whether legal institutions protect fundamental rights and allow ordinary people access 

to justice (Agrast, Botero & Ponce, 2011). But we are concerned with rule of law as it pertains to property rights. So, we use the 

Levy-Carciente (2018) International Property Rights Index (IPRI) 

(https://s3.amazonaws.com/ipri2018/IPRI2018_FullReport2.pdf) to measure rule of law. In any case, the two indices are 

statistically indistinguishable. The set of IPRI and GII for 76 countries for which data are available is given in Table 1. They 

represent almost all people in the world. The remaining countries have populations less than one million and/or do not provide all 

data.  

 

4. DATA AND ANALYSIS 

 
Table 1. International Property Rights index (IPRI)(2018) and Global innovation index (GII) 

 
Country International 

Property Rights 

Index (IPRI) 

Global 

Innovation 

Index (GII) 

Country International 

Property Rights 

Index (IPRI) 

Global 

Innovation 

Index (GII) 

Argentina 5.111 30.65 Korea, South 6.675 56.63 

Armenia 5.032 32.81 Latvia 6.03 43.18 

Australia 8.358 51.98 Lebanon 4.349 28.22 

Austria 8.145 51.32 Lithuania 6.522 41.19 

Bangladesh 3.293 23.06 Macedonia 4.806 29.91 

Belgium 7.706 50.5 Malawi 4.757 23.09 

Bolivia 4.048 22.88 Malaysia 6.717 43.16 

Botswana 5.934 28.16 Mauritius 6.359 31.31 

Brazil 5.478 33.44 Mexico 5.261 35.34 

Bulgaria 5.721 42.65 Morocco 5.926 31.09 

Canada 8.046 52.98 Netherlands 8.281 63.32 

Chile 6.973 37.79 Nigeria 3.719 22.37 

China 6.045 53.06 Norway 8.248 52.63 

Colombia 5.563 33.78 Oman 6.654 32.8 

Cote d'Ivoire 4.883 19.96 Panama 5.63 32.37 

Croatia 5.232 40.73 Peru 5.059 31.8 

Denmark 8.211 58.39 Philippines 5.322 31.56 

Dominican Republic 5.031 29.33 Poland 5.661 41.67 

Egypt 5.506 27.16 Portugal 6.939 45.71 

El Salvador 4.728 25.11 Romania 5.88 37.59 

Estonia 7.179 50.51 Russia 4.998 37.9 

Finland 8.654 59.63 Saudi Arabia 6.462 34.27 

France 7.212 54.36 Serbia 4.82 35.46 

Germany 7.741 58.03 Singapore 8.481 59.83 

Ghana 5.612 24.52 Slovakia 6.365 42.88 

Greece 5.232 38.93 Slovenia 6.149 46.87 

Hungary 6.254 44.94 South Africa 6.213 35.13 

India 5.708 35.18 Spain 6.599 48.68 

Indonesia 5.341 29.8 Sweden 8.187 63.08 

Iran 4.249 33.44 Switzerland 8.53 68.4 

Ireland 7.529 57.19 Thailand 5.474 38 

Israel 7.12 56.79 Trinidad and 

Tobago 

5.657 26.95 

Italy 6.152 46.32 Turkey 5.404 37.42 

Jamaica 5.934 30.39 Uganda 4.863 25.32 

Japan 8.362 54.95 Ukraine 4.466 38.52 

Jordan 6.286 30.77 United Kingdom 7.678 60.13 

Kazakstan 5.006 31.42 United States 8.05 59.81 

Kenya 5.003 31.07 Vietnam 5.132 37.94 

GII - World intellectual property organization (WIPO) (Indicator Rankings & Analysis | Global Innovation Index) 

IPRI – International Property Rights Index (https://s3.amazonaws.com/ipri2018/IPRI2018_FullReport2.pdf) 

 
4.1 Distributional characteristics 

 

Our investigation begins with an analysis of the distribution of IPRI and GII. A histogram of IPRI is given in Figure 3. The shape 

has the appearance of a normal distribution except skewed to the right. A positive skew. About twenty percent of the countries 

have achieved a high level of rule of law (IPRI=7.7 to 8.7). A histogram of GII is given in Figure 4. The shape is also skewed to 
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the right. We speculate that low levels of rule of law are due to a lack of collaboration, ceteris paribus. High levels of rule of law 

cannot be achieved without collaboration. Collaboration is a worthwhile, easily available, accessible feature of humanity that many 

countries have not availed themselves of. 

 

     

 

 

 
4.2 Regression analysis: IPRI vs GII 

 

Next, we consider the impact of collaboration on rule of law. A graph of IPRI versus GII is plotted in Figure 5. From the graph we 

see that IPRI is highly positively correlated with GII. As collaboration increases, so does IPRI. The linear correlation coefficient 

is 0.86. The GII values are relative in rank but have no meaning as an absolute measure. Similarly, the IPRI values are a composite 

of variables measured in units of relative measure and has no meaning as an absolute measure.  

Consider the model: 

IPRI=β0 + β1GII + ε, 

 

where β0 is the intercept on the IPRI axis, β1 is the slope of the trend line, and ε~ ℕ(0, σ2) is a normally distributed random error 

with a mean of 0 and constant variance σ2. GII is a reflection of human ideas of imagination and creativity and is therefore an 

exogenous variable, expected to yield unbiased estimates of the regression coefficient β1.  

Consider the null hypothesis H0 that β1= 0 and there is no significant relationship, versus the alternative H1 that β1≠ 0 and there 

is a significant relationship between IPRI and GII. 

 

H0: β1= 0 

H1: β1≠ 0 

 

The least squares linear regression fit that corresponds to Figure 3 is 

 

Ipri = 2.38887+0.09277GII, 

(14.7)  𝑅2=0.74 

Figure 3. Histogram of IPRI Figure 4. Histogram of GII 

Figure 5. International Property Rights Index vs Global Innovation Index 
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where ipri is the fitted value. The coefficient of determination 𝑅2=0.74. We can test the significance of this relationship as follows. 

Our regression computation gives us an estimate for β1, b1=0.09277 with standard error of estimate sb1
=0.006323. Since 

t=b1/sb1
=0.09277/0.006323=14.7> tα=0.01,𝜐=76−2=2.64, where 𝜐 is the number of degrees of freedom, we conclude with a level 

of significance α=1% that there is a significant relationship between IPRI and GII. There is only a 1% chance that this conclusion 

is reached erroneously. 

                                  

 

 

 

 

 

The plot of residuals in Figure 6 does not contain any patterns. That is, suggesting that there are no excluded variables that might 

further explain the variation in IPRI. The normal probability plot in Figure 7 is approximately a straight line, suggesting that the 

residuals are normally distributed. 

 

5. CONCLUSIONS 

 

As best we can tell, rule of law is not the natural state of society. It is an invention brought about by the practice of collaboration. 

People working together selflessly. In addition to the qualitative arguments put forth in support of this assertion of causality, we 

showed that there is a high quantitative statistical correlation between collaboration and rule of law. Magna Carter was the result 

of collaboration. As in all collaboration, the goals and rewards are shared. Equal gain by individual entities is not a requirement of 

collaboration. While benefitting mainly landowners, Magna Carter benefitted all England. Despite the successful influence of the 

charter in subsequent years, Magna Carter was renounced by a froward king as soon as the barons left London. The king ignored 

it, claiming that he was forced to sign it against his will. The pope annulled the document claiming that it impaired church authority. 

This Post Magna Carta failure to collaborate moved England to civil war. The Barons attempted to replace the king. The cessation 

of collaboration, because of the regret for myopic individual gains, resulted in losses to all concerned. It turns out that cooperation 

in pursuit of individual goals was an obstacle to the invention of rule of law. After the death of the King John, collaboration 

resumed with his successor Henry III, and Magna Carta was reinstituted by all concerned. Supportive legal scholars and 

practitioners, citizens and businessmen, and others all have collaboration to thank for the invention of rule of law. 

 Suggestions for future research might include an investigation into how collaboration can mitigate elements of rule of 

law that are excessive and obstructive to optimal economic growth and development. For example, we know from Ridley(2020a,b) 

that while capitalism, democracy and rule of law increase GDP, excessive democracy can delay decision making unnecessarily, 

and excessive regulation can limit efficient options unnecessarily. It seems odd that the world’s wealthiest country (the US) has 

the highest incarceration rate. The wealthiest families do not. This is a peculiar phenomenon. Do police, prosecutors and judges 

create more criminals than actually exist? Do they accept plea bargains to reduce their caseloads? Do they develop strategies and 

tactics that coerce false confessions or otherwise gain wrongful confessions? Do they do it by skirting the constitutional protections 

designed to prevent excessive government? Pre-conviction detention can ruin the lives and livelihoods of individuals and inhibit 

their ability to present a defense, etc. Is the practice of law neglectful of personal rights when terrorists are denied the right of 

Habias Corpus subjiciendum by placing them in Guantanamo Bay where no such legal protection exists? How can careless 

application and excess rule of law be mitigated? 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 6. Residuals versus ipri. Figure 7. Normal probability plot 
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APPENDIX: The Source and Mechanism of Wealth 

 

 

Year 2014 G vs CDR Index for 79 countries (line). Bubble size (21 countries) is the square root of population. This model was re-

estimated for years 1995-2016 with similar results. For additional comments on the countries see Ridley (2017a, 2017b). 

 
Standardized g model 

The ordinary least squares g model is specified as follows: 

g =  β0 + β𝐶𝐶 + β𝐷𝐷 +  β𝑅𝑅 + β𝐶𝐷𝑅C ∙ D ∙ R + β𝑁𝑁 +ε      

where, the intercept β0 and the coefficients β𝐶,β𝐷, β𝑅, β𝐶𝐷𝑅,β𝑁 are all dimensionless, 

ε is a random, normally distributed error with a mean of zero and constant standard deviation, 

and where all model variables are standardized as follows: 

g   = 
𝐺−lowest 𝐺

highest 𝐺−lowest 𝐺
 

G = per capita real gross domestic product per capita (PPP) 

C(Capitalism) = 
per capita capitalization−lowest per capita capitalization

highest per capita capitalization − lowest per capita capitalization
 

D(Democracy) = 
lowest democracy rank−democracy rank

lowest democracy rank− highest democracy rank
 

R(Rule of law) = 
lowest corruption rank−corruption rank

lowest corruption rank− highest corruption rank
 

N(Natural resources) = 
per capita total natural resource rents−lowest per capita total natural resource rents

highest per capita total natural resource rents− lowest per capita total natural resource rents
 

 

 

These transformations standardize the variables and ensures upper and lower bounds on 0≤g,C,D,R,CDR,N≤1. 

Democracy and corruption are rank ordered, where the highest = 1 and the lowest = the number of countries. G is measured in 

$/capita/year. 

 

ĝ= 1.53C + 0.14D + 0.23R - 1.21C∙D∙R + 0.38N 

 t=(6.60)    (1.69)     (2.60)  (4.40)            (5.59)         F ratio = 81. 

Partial correlations (contributions to 𝑅𝑎𝑑𝑗
2 ): 

      59%       5%        10%      3%                 6%         𝑅𝑎𝑑𝑗 
2 = 83%. 

 
where ^ denotes estimated or fitted value and G can be estimated from 
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�̂�= ĝ (highest G-lowest G) + lowest G. 

𝐻ighest G=83,066. Lowest G=1,112. 

 

The CDRindex = 1.53C + 0.14D + 0.23R - 1.21C∙D∙R comprises positive C, D and R effects and a negative component due to 

friction from democracy that reduces G from what it might otherwise be if there were perfect agreement amongst decision 

contributors. The contribution from N is negligible and can be dropped from the model. 
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