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Awards Commemorative Lecture : “Role of Multilateralism in a Fragmented World”
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Economic and Social Science Prize, Mari Elka Pangestu, Managing Director, Development Policy and Partnership, World Bank
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We are facing numerous global challenges simultane-
ously with repercussion on development and the well-be-
ing of people around the world. Due to the coronavirus
pandemic, global value chains have been disrupted. We
are living in an era of overlapping crises, including of
energy and food insecurity. In these circumstances,
economic cooperation that is multilateral is key.

Global economic growth has been sluggish. In 2023,
the global economy is forecasted to grow at 1.7%, which
is a remarkable slowdown compared to pre-pandemic
levels. Per capita income is not expected to return to
2019 level. In less-developed countries, economic growth
may turn negative given their accumulating debt.

Progress in poverty reduction has stalled, with the
COVID pandemic pushing about 70 million motr people
into extreme poverty in 2020, many of them being
Asians. As a result of the pandemic, earnings of the
bottom 40 percent of the population have decreased
more significantly as a proportion of their total income
than the wealthiest 20 percent, widening inequality.

Another consequence of the pandemic is that children
lost about 140 days of school on average and up to 2
years in some countries. This has impacted learning,
which could have significant adverse effects on future
productivity and economic prospects of these children
and youths.

Moreover, poverty-stricken countries do not have the
resources to act against climate change and the impact
on their people and the economy. As it stand, climate
change could push about 130 million more people into
extreme poverty by 2030.

Global cooperation is critical to reverse this trend.
Multilateralism must be strengthened to coordinate
policies and actions across countries.

Taking the example of trade, in the wake of the
COVID-19 pandemic, Ukraine crisis, rising energy and
food insecurity, and geopolitical tensions, countries have
been imposing trade restrictions. The situation was
aggravated by the disruptions in supply chains. Such
restrictions have led to unequal vaccine distribution in
Africa during the pandemic and deepened the food crisis
triggered by war in Ukraine. A reduction in trade
restrictions could lift 22 million out of poverty by 2030
and improve their incomes.

How can we strengthen multilateralism to address the
global challenges we are facing today and achieve
economic recovery and development? We need to reshape

and make it fit-for-purpose, to support balanced, compre-

hensive policies that promote green, resilient, and
inclusive development, building on solid data and
analytical work.

Trade policies are extremely important in addressing
climate change. Policies encouraging green trade could,
for example, provide African countries with access to
green technologies, or promote environmentally
sustainable production by reducing duties on green
goods as compared to brown goods.

To achieve resilience, location diversification can play
a key role. After the Great East Japan Earthquake,
automotive parts factories were relocated from Fukushi-
ma to other regions. Similar steps toward distribution of
risks have also been observed after COVID-19 or floods
in Thailand. Such locational diversification can also
offer benefits to less-developed countries.

Inclusion is also critical in mitigating the uneven
distribution of benefits from trade, not just in regions
enriched by trade but to the whole nation. This involves
focusing on human capital development - education,
health and gender equality and empowerment to
participate in the economy.

During the 30 years of my work as an economist, I
have asserted the importance of participation in global
value chains and diversification of economy. Economic
interdependence is fraught with risks, but it also
contributes to preventing conflicts and achieving peace
and prosperity. The broader benefits to the people, the
planet, and the economy needs to be considered, balanc-
ing considerations of national security and economic
independence. For that reason, concerns about national
security should be clearly identified.

Global rules set in the past are becoming less
relevant. Where no single country or institution
assumes world leadership, this role needs to be taken
up by regions. For example, Southeast Asia and East
Asia will need to play a greater role in building and
strengthening value chains across borders. In today's
evolving world, we should aim to restructure globaliza-
tion with focus on relationships between people, planet,
and economies, with regions providing the foundations
for balanced economic interdependence. For this
purpose, cooperation based on multilateralism remains
key. And Southeast and East Asian regions have a
critical role to preserve multilateralism through open
regionalism, steering away from an increasingly
bifurcated world.




