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New Agenda for Global Governance
Divergent Performance and Shifting Alliances
in a Deglobalizing World1
M. Gilman

Martin Gilman – Professor of Economics, HSE; Former Assistant Director in the IMF’s Policy Department
and its Senior Resident Representative in Russia; 20 Myasnitskaya Str., 101000 Moscow, Russian Federation;
E-mail: gilman@hse.ru

Abstract
There is a significant probability that the world economy is about to stumble into a period of financial dislocation.
Exacerbated by political tensions partly as a consequence of an untethered American foreign policy, the unwillingness
and/or inability of the major economic powers to confront the imbalances that led to the financial crisis of 2007–2008
have laid the basis for a historical repetition. The danger is that the confluence of slow real growth, low productivity
increases, inflated asset prices (notably real estate) and higher public debt in some of the major Group of 20 (G20)
economies cannot be sustained much longer. The Bank for International Settlements (BIS), among others, has
been expressing its concerns that collectively we have been unable to constrain the buildup of financial imbalances,
leading to a progressive narrowing of policy options. Not only are debt levels higher but we have unwittingly helped
to entrench the concentration and power of large banks, spurred the development of shadow banking, encouraged
a massive misallocation of capital and exacerbated income inequality via financial repression and productivitysapping bailouts to crippled firms, which have the side effect of perpetuating unsustainable asset bubbles. It hardly
seems surprising that deglobalization has become a factor in the internal politics of too many countries. It could well
be that in retrospect the past 10 years will seem like a lost opportunity to address serious crisis prevention. Despite
efforts to strengthen global governance over these past 10 years, the economic foundation has little resilience.
Key words: economic crisis; economic imbalances; global governance; debt; G20; BRICS
For citation: Gilman M. (2018) Divergent Performance and Shifting Alliances in a Deglobalizing World.
International Organisations Research Journal, vol. 13, no 2, pp. 7–15 (in Russian and English). DOI:
10.17323/1996-7845-2018-02-01.

Observing the performance of the world economy from the perspective of early February 2018,
it is far from obvious to most public and private analysts that there could be significant risks
looming in the immediate future. After all, the major Group of 20 (G20) economies register
continuing real growth, low inflation, and lower unemployment. Moreover, asset markets are
booming. The wealth effects in turn buoy consumer and investor confidence. The situation of
course varies from country to country with the U.S. overdue for a correction, concerns that
China is over-heating, and Europe and Japan on an upward trajectory. Politicians, notably U.S.
1

The editorial board received the article in January 2018.

7

INTERNATIONAL ORGANISATIONS RESEARCH JOURNAL. Vol. 13. No 2 (2018)

President Trump, are apt to claim credit for this perceived return to prosperity after the near
meltdown of the global financial system during the great recession of 2007–2008.
However amid this relative euphoria, which is not limited to lucky investors in cryptocurrencies, there is a significant probability that the world economy is about to stumble into a
period of financial dislocation. Exacerbated by political tensions partly as a consequence of an
untethered American foreign policy, the unwillingness and/or inability of the major economic
powers to confront the imbalances that led to the financial crisis of 2007–2008 have laid the
basis for a historical repetition. It is only a question of time.
Although reasonable people will disagree about risks, the symptoms of the unresolved
strains in international finance are obvious. Almost all of them are linked to excessive debt,
which lays the basis for the next crisis. In fact, there has been no effective deleveraging since the
height of the crisis 10 years ago. Globally, debt in relation to gross domestic product (GDP) has
not adjusted post-crisis. Even in the worst country cases affected by the crisis, declining private
sector debt was more than offset by an increase in public sector debt.
240
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Source: [BIS, 2016a].

Meanwhile asset price inflation (equities, bonds, housing), seemingly unrelated to fundamentals and fueled by extraordinary central bank policies in the U.S., UK, Japan and the EU,
has been the main macroeconomic driver of the new euphoria.
At the same time productivity growth has slowed, and remains too low, in all of the major
economies [BIS, 2016a].2 Potential output growth is restrained and actual growth has generally

2
In fact, Fitch Ratings in a press release issued in New York on 29 June 2016, noted that investors’ flight
to safe assets following the UK’s EU referendum on 23 June pushed the global total of sovereign debt with negative yields to $11.7 trillion as of 27 June.
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been well below post-World War II trends. Average real wages in manufacturing, for instance,
in the U.S. have been stagnant for over 20 years.
As is well known, monetary policy has been ultra loose both as regards policy rates and
ballooning balance sheets via quantitative easing, at least until recently in the U.S. [OECD,
2017]. The experiment in Europe and Japan with negative interest rates marked the ultimate
recourse to desperate policy innovations. By early 2018, it was estimated by the Bank for International Settlements (BIS) that over $6.5 trillion worth of sovereign debt paper was trading at
negative yields (NIRP).The big surprise is that, contrary to theoretical expectations, consumer
price inflation has been low.3 In fact, central bankers and other policymakers have been determined to raise annual inflation rates to 2%, supposedly to facilitate economic activity but, in
reality, to lighten the debt burden in real terms for over-extended borrowers.
There is certainly a sense of irony that central bankers, entrusted to maintain the value of
their fiat currencies, have resorted to inflation targeting, not to anchor inflation expectations
so much as to erode – over time – the real value of outstanding debt. This insidious process of
“financial repression” is one way of addressing a serious debt overhang. Its subtlety is that most
economic agents are oblivious to the intended consequences of such a policy until their savings
and pensions have been effectively transferred to creditors. The political consequences for those
unprotected from such an erosion of real savings could be a factor, even if unarticulated, behind
the swings in public opinion toward populist policies in the U.S. and other countries.4
The danger is that the confluence of slow real growth, low productivity increases, inflated
asset prices (notably equities and real estate) and higher public debt in some of the major G20
economies cannot be sustained much longer. Despite admirable efforts to strengthen global
governance over these past 10 years, the economic foundation has little resilience. Indeed,
the BIS, among others, has been expressing its concerns that collectively we have been unable
to constrain the buildup of financial imbalances, leading to a progressive narrowing of policy
options [BIS, 2016b]. Perhaps more worrying is that, in the aftermath of the financial crisis,
Group of 7 (G7) policymakers effectively have been focused on trying to restore the status quo
ante rather than drawing conclusions for a major reconfiguration of economic relations appropriate to the 21st century.
This approach was unlike that taken to earlier major economic crises (i.e., the crises of
1907 and 1929) which produced systemic institutional reforms. It was certainly an underwhelming response to the challenges of the most serious financial crisis in past 80 years. This was a
missed opportunity that Kindleberger would have appreciated [Kindlebeger, Aliber, 2011].
A major concern is that the concerted, post-crisis efforts of the G7, abetted by the G20,
to restore the prevailing liberal global economic framework have been misguided. Not only are
financial imbalances now even worse but we have unwittingly helped to entrench the concentration and power of large financial institutions, spurred the development of shadow banking,
encouraged a massive misallocation of capital and exacerbated income inequality via financial
repression and productivity-sapping bailouts to crippled firms, which have the side effect of
perpetuating unsustainable asset bubbles. It hardly seems surprising that that deglobalization
has become a factor in the internal politics of too many countries.
It could well be that in retrospect the past 10 years will seem to be a lost opportunity to
address serious crisis prevention. Instead of balanced growth, we have debt-fueled asset bub-

3

As money demand has collapsed to levels not seen since the Great Depression of the 1930s in the United
States. See Miles, Panizza, Reis, Ubide [2017].
4
Note that 2% inflation would reduce the real purchasing power of a pension fixed in nominal terms by
30% in just 11 years. See, for example, Kaletsky [2016].
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bles. The G20, especially at the summit level, has become an anachronistic photo op [Gilman,
2008].
At least the BRICS grouping of Brazil, Russia, India, China and South Africa may come
to be seen as a useful but historically limited step in the evolution of the global economy that
could lead to an eventual restructuring of global governance.
Of course it is easy to criticize what has not been done. No doubt many BRICS and G20
officials appreciate that the risks of future Minsky moments have not been eliminated [Curran,
2017; Minsky, 1992]. It could be that the change in administration in Washington in January
2017 has provided an incentive for the G20 and BRICS to become more assertive in the pursuit
of the world’s longer-term economic interests since the global hegemon is clearly distracted by
domestic issues.
That change in administration in Washington underscores the urgency of addressing global
financial imbalances. It certainly seems that there is an impetus in terms of institution-building
by both the BRICS and the G20, where China has been playing a more prominent role.
In terms of the threats to the global economy, and 10 years after the beginning of the
great recession, we remain unprepared for a Fisherian debt crisis. To paraphrase the BIS’s chief
economist, Claudio Borio: why almost a decade since the financial crisis of 2007–2008 does
the global economy seem unable to return to sustainable and balanced growth? There may be
either a failure to fully appreciate macroeconomic stability issues (i.e., dealing with financial
booms and busts per Minsky) or perhaps are cognition that the political costs of confronting the
looming public debt bubbles in many G20 countries are too steep.
The International Monetary Fund (IMF), while acknowledging the risks to financial stability posed by the buildup of imbalances, has been relatively complacent about sounding the
alarm, unlike the BIS [IMF, 2017b]. However, since both institutions are – in the end – governed by their members, their staffs cannot stray too far in the public expression of their concerns,
even if they were so inclined.
One point is clear, even among those who view current global economic conditions as part
of a new normal – policy options are increasingly constrained. This is particularly the case with
monetary policy where, after 10 years of exceptional, indeed experimental, attempts affecting
both the price and quantity of money, there is a realization that a normalization is urgent almost
no matter what the cyclical circumstances. Underlying such an inevitable policy tightening is
a grudging acknowledgement that loose monetary policies, especially after the initial liquidity
problems in 2008–2009, have had limited effectiveness and have had potentially counterproductive effects on productivity and growth.
As Harold James (Princeton) has observed: “Some lessons emerge from the increasingly
decentralized governance of the international system. Each major challenge – the 1970s inflation and oil price shocks and the recent global crisis – produced some new approaches to
multilateral cooperation and coordination: the G5 in 1975 and the G20 advanced and emerging
market economies in 2008. In each case, however, a productive initial meeting was followed by
a process of routinization that sapped the urgency and the capacity to generate major breakthroughs and policy improvements” [James, 2017b]. His hope is that Big Data and transparency can be the instruments to move forward with international cooperation.
Major countries need to place a stronger focus on financial, medium-term and global factors in appreciating spillover effects from even well-intended domestic policies. Unfortunately,
led by the flawed example of the U.S., it appears that broader concerns about system effects,
or even the impact on neighbours, are ignored. Aspects of financial and trade nationalism, no
matter how well camouflaged, are asserting themselves. An increasing recourse by the U.S. and
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others to the use of sanctions serves to undermine the liberal, multilateral consensus of the past
70 years.
In fact, the road ahead is quite narrow. The mainstream consensus revolves around variants that perhaps the global economy could rebalance smoothly. This is probably wishful thinking. In fact there are risks of further serious financial distress. Although policy is key, there is
insufficient leadership to ensure that hard decisions can be taken in time to avert serious financial disruption and economic dislocation. The priority should be to abandon the debt-fueled
growth model.
Unfortunately, as we all learned as students, there are only three ways to reduce public
debt: repay it in the usual way, inflate away its value in conjunction with financial repression or
default in some way. Could it be that we may be heading inexorably to a “debt jubilee” in the
U.S. and elsewhere in the wake of the next wave of populism as debtors (i.e., think student debt
in the U.S.) confront their creditors with non-payment? However it would be masked, such
steps could cause financial collapse with inestimable political damage.
Even the IMF noted already in 2017 that “rich market valuations and very low volatility
in an environment of high policy uncertainty raise the likelihood of a market correction, which
could dampen growth and confidence.” It also mentions risks such as a more protracted period
of policy uncertainty, financial tensions, inward-looking policies and non-economic factors
[IMF, 2017a].

2016

2050

China

1

1

China

US

2

2

India

India

3

3

U.S.

Japan

4

4

Indonesia

Germany

5

5

Brazil

Russia

6

6

Russia

Brazil

7

7

Mexico

Indonesia

8

8

Japan

UK

9

9

Germany

France

10

10

UK

E7 economie

G7 economie

Fig. 2. The World’s Top 10 Economies in 2050
Source: [PwC, 2017].

For the advanced economies, future problems may now intensify as the demographic
structure worsens, growth slows and there seems to be little appetite for major inflation. Are we
in a trap where the debt overhang enforces continuing low interest rates, and those low interest
rates encourage yet more debt finance (and lower productivity)? As noted above and empha-
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sized by Carmen Reinhardt, financial repression has been the unannounced policy imperative
[Reinhardt, Sbrancia, 2015]. The U.S. Federal Reserve followed the initiatives of the Bank of
Japan, the Swedish Riksbank and the European Central Bank in reducing policy rates to the
lower bound (and beyond in the latter cases) while flooding the banking sector with liquidity.
However, instead of reducing the relative debt burden of heavily indebted public sectors in the
aftermath of World War II, it has facilitated yet more leverage: really a lost opportunity.
In a narrow sense, banks per se may be safer after a decade of modest expansion amidst
a restraining regulatory framework. But non-banks and shadow banking have proliferated, including trading in financial derivatives. The financial system is debt-heavy and imbalanced.
The test will come only in a time of economic stress, when interest rate expectations change
and/or investors suddenly become more risk adverse.
Moreover, there is almost no need to emphasize how much international politics are
changing as power shifts increasingly to major emerging economies. Even among the BRICS,
the situation is fluid as countries like Indonesia and Mexico are set to supplant most of the
remaining G7 countries in terms of GDP purchasing power parity by 2030 according to PwC
[2017]. Ironically the forces of deglobalization are intensifying almost despite the global reach
of the internet – as seen in areas from security, migration, taxation and trade. And de-dollarization may also accelerate as an unintended consequence of American extraterritorial policy
reach. The launch in 2017 of settlement of gold contracts in Hong Kong in renminbi could be
an ominous step.
Since the world is not conveniently binary, what we may face now is a U.S. hegemon that
is not withdrawing inwards (in an isolationist sense) but has become an increasingly disruptive
force in the global economy. The BRICS and much of the G20 will be frantic to try to salvage
what they can of international economic cooperation. It will likely accelerate the development
of alternative institutional arrangements.
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Abstract
This study systematically assesses the Group of 20 (G20) summit’s performance on digitalization across the key
dimensions and suggests what has caused its particular pattern of performance thus far [Kirton, 2013]. It argues
that the G20 summit’s digitalization governance has been increasingly successful. Its digitalization agenda steadily
expanded since the beginning, with a major surge in 2016–17. G20 summits first addressed digitalization in response
to the American-turned-global financial crisis of 2008. Then, G20 leaders acknowledged e-commerce as an
important tool to manage the crisis. They then gradually expanded their agenda to finally focus on inequality, a root
cause of antiglobalization. They thus moved from a crisis-response to a crisis-prevention approach. This spread and
spike is seen in the G20’s direction-setting, decision-making and institutional development of global governance, but
not in its delivery of its decisions. This overall performance was driven partly by the shocking surge in populism bred
by inequality in the UK and U.S. in 2015 and 2016, by the failure of the established multilateral organizations in
response, by the global predominance and equalizing capabilities of G20 members in specialized digital capabilities
and their convergence on the economic growth through openness that digitalization brought. Yet this performance
flowed primarily from the hosting of economically reforming China in 2016 and export-oriented Germany in 2017,
whose politically secure leaders sought to shape digitalization for the benefit of all in response to the rise of populism
and protectionism in the UK and the United States.2
Key words: digitalization; digital economy; dimensions of performance; G20; inequality; antiglobalization;
causes of performance.
For citation: Kirton J.J., Warren B. (2018) G20 Governance of Digitalization. International Organisations Research
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Introduction
The digital revolution is quickly arriving in full force. It brings many challenges, but also many
benefits and opportunities for all. Indeed, digitalization does contain significant risks. In a
report prepared for the German presidency of the Group of 20 (G20), the Organisation for
Economic Co-operation and Development (OECD) stated that “digital technologies may be
disruptive, with far-reaching effects on productivity, employment and well-being… these tech1
2
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nologies are also likely to displace workers doing specific tasks and may further increase gaps
in access and use, resulting in new digital divides and greater inequality” [2017]. Yet with half
of the world’s household wealth concentrated in the hands of the top 1% of the population
[Global Wealth Report, 2017], inequality is already intense, driving populist and antiglobalization sentiments in the United States, the United Kingdom and elsewhere. Moreover, high rates
of youth unemployment and persistent gender disparities in the work place in many countries,
including the undervaluing of the caring economy, have not been driven by automation but by
neglect and long-standing gender-based biases.
Digitalization in a globalized world also brings many benefits. It has the potential to save
lives, to help meet the climate change challenge and to create jobs. The OECD report acknowledges this, saying “technologies, smart applications and other innovations in the digital
economy can improve services and help address policy challenges in a wide range of areas,
including health, agriculture, public governance, tax, transport, education, and the environment, among others” [OECD, 2017]. Self-driving vehicles have the potential to prevent traffic
accidents which cost millions of lives and to reduce energy consumption by up to 90%. Job loss
will be sector specific and may come in fewer than 5% of occupations [Manyika et al., 2017].
Moreover, jobs will be created in the technology industry and, in a twist of fate, in the traditionally undervalued female-dominated fields requiring high empathy, communication and
human interaction [Patel, 2017]. In most cases, humans and robots will work together to produce better lives for many.
Whether the opportunities and benefits or the costs and risks prevail depends importantly
on the decisions governments make both at home and at their global summits, particularly
those of the systemically significant G20.

The Scholarly Debate
How well and why the G20 summit has governed digitalization is a question that has attracted
little attention thus far. Most of the existing accounts are highly prescriptive, proposing what
the G20 should do rather than assessing what it has done and why.
The first school sees great positive potential, if the G20 acts the right way. Sarah Mariani
and Martin Dionne [2017] argue that artificial intelligence (AI) can be utilized by the G20 to realize its core mission of making globalization work for all, as it “offers a way to better coordinate
a diverse, interconnected world.” They note that AI was introduced at the Hangzhou summit in
2016 as a disrupter of production, but should be presented as a builder of sustainable communities locally and globally. They recommend that the G20 deliberate more on how AI can improve
global governance by making more decisions to promote AI research funding, entrepreneurship
and community building, and by encouraging global connectivity. Barin Carin [2017] calls for
action to secure the financial sector. Krish Chetty et al. [2017] recommend a G20 advisory body
to spur digital skills’ development. And Julie Maupin [2017] asks the G20 to decisively harness
blockchain technology.
The second school sees a promising spike in performance at the G20’s Hamburg summit
held on 7–8 July 2017. Dennis Snower [2017, p. 5] notes that this summit sought to address the
challenges of “technological change, as well as a sense of disempowerment in the presence of
automation and digitalization.” Snower sees digitalization as one of the summit’s “three major achievements,” noting the leaders’ declaration to “strive to ensure that all our citizens are
digitally connected by 2025 and especially welcome infrastructure development in low-income
countries in that regard” and to “promote digital literacy and digital skills in all forms of education and life-long learning” [Snower, 2017, p. 3].
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The third school, representing one systematic review of G20 summit performance, points
to the G20’s poor performance in this field. John Kirton and Brittaney Warren [2017] assess
the impact of 89 recommendations, including 20 on digitalization, that experts assembled in
the Think Twenty (T20) process prepared for the G20 Hamburg summit. The 20 digitalization
recommendations covered four areas: digital safeguards with eight recommendations, employment and education policies for the digital age with six, harnessing blockchain technology with
four and safeguarding the financial system from cyberattacks with two. The T20’s emphasis was
thus on reducing risks rather than seizing opportunities. Only five, or 25%, of the 20 digitalization recommendations were realized among the 533 commitments G20 leaders made at Hamburg. All five were only partially rather than fully realized. Three of these were on employment
and education policies for the digital age and two were on safeguarding the financial system
from cyberattacks. Similarly, digitalization was not noted among the several achievements that
made Hamburg a summit of significant success [Kirton, 2017].

The Thesis
To advance this debate, this study systematically assesses G20 summit performance on digitalization across several key dimensions and offers suggestions for understanding the pattern of
performance thus far [Kirton, 2013].
It argues that G20 summit governance of digitalization has been a growing success. Its
digitalization agenda has steadily expanded since it emerged, with a major surge in 2016–2017.
G20 summits first addressed digitalization in response to the American-turned-global financial
crisis of 2008 as leaders acknowledged e-commerce as an important tool to manage the crisis.
They gradually expanded the agenda to focus on inequality, a root cause of antiglobalization,
moving from a crisis-response to a crisis-prevention approach. This spread and spike is seen in
the G20’s direction-setting, decision-making and institutional development of global governance, but not in the delivery of its decisions. This overall performance was driven partly by the
shocking surge in populism bred by inequality in the UK and U.S. in 2015 and 2016, by the failure of the established multilateral organizations in response, by the global predominance and
equalizing capabilities of G20 members in specialized digital capabilities and their convergence
on the economic growth through openness that digitalization brought. Yet this performance
flowed primarily from the hosting of economically reforming China in 2016 and export-oriented Germany in 2017, whose politically secure leaders sought to shape digitalization for the
benefit of all in response to the rise of populism and protectionism in the U.S. and the UK.

Dimensions of Performance
G20 summit performance on digitalization across most major dimensions shows a small, expanding performance since the start, with a surge in 2016 and 2017 [Kirton, 2013] (see Appendix A).

Deliberation
Public deliberation is the first dimension of summit performance, measured by the treatment
of the digital economy and other aspects of digitalization in collective communiqués issued at
summits by the leaders. Examination of this dimension shows that G20 deliberation of digitalization was initially focused on the global financial crisis. Then, with a few gaps, its scope
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steadily expanded with a major spike in 2016–17 (see Appendix B). This expansion reflected
the growing importance of digitalization in daily life, culminating in an emphasis on digital
inequality. By the 2017 Hamburg summit a strong gender-digital connection had been made,
while the climate-digital connection had not yet been established. Overall, the approach has
shifted; initially framed as a threat to the economy and jobs, digitalization is now seen as opportunity with potential benefits.
The digital economy first appeared on the G20’s agenda at its first summit in Washington,
DC on 14–15 November 2008. In response to the global financial crisis, G20 leaders “insisted
that market participants support exchange traded or electronic trading platforms for [credit
default swaps] contracts” [G20, 2008]. Electronic trading, or e-trading, was absent at the 2009
London summit, but reappeared at the Pittsburg summit in September 2009. Digital trade remained on the agenda at other summits with the exception of the meetings in Seoul (2010) and
Brisbane (2014), during which there was no deliberation on the digital economy at all. At the
2016 Hangzhou summit the terms “e-commerce” and “digital trade” replaced the term “electronic trading.”
At the 2010 Toronto summit the agenda expanded from e-commerce to digital financial
inclusion, with consideration given to creating a “clear regulatory framework for electronically
stored value” [G20, 2010]. The shift from financial stability to globalization for all as the underlying benefit was thus made at an early stage. References to electronically stored value then
stopped, with digital currencies and blockchain technology not yet making it onto the leaders’
agenda. The closest connection was the reference at Cannes in 2011 to the European Union’s
ambitions to create a digital single market. Similarly, digital financial inclusion fell off the agenda at Cannes. But it returned in full force at the 2016 Hangzhou summit with an endorsement
of the G20 High-Level Principles for Digital Financial Inclusion.
The phrase “digital economy” itself was first used at the 2013 St. Petersburg summit. The
subject was addressed in 760 words in the leaders’ official documents (a tiny 3% of the total)
and arose in 27% of the documents issued. Leaders presented digitalization as a threat to international taxation and noted the increasing international trade in intangibles, with the OECD
identified as the body best placed to respond.
After an absence in 2014, the digital economy reappeared at the 2015 Antalya summit.
It was addressed in 299 words making up 33% of the documents released. The tone shifted to
a balance between threats and benefits, with the leaders declaring: “We are living in an age of
Internet economy that brings both opportunities and challenges to global growth” [G20, 2015].
The agenda also continued to expand with both digital security and the importance of digital inclusiveness beyond the financial sphere recognized in a commitment to bridge the digital divide.
Significant gains were made at the Hangzhou summit in 2016. Attention to the subject
spiked to 3,042 words making up 19% of the communiqué and other official documents. Leaders mainstreamed the subject across all of their documents. In a largely positive portrayal, they
emphasized the potential of digitalization to boost economic growth. They also authoritatively
defined this new issue area in their G20 Blueprint on Innovative Growth, stating: “The digital
economy refers to a broad range of economic activities that includes using digitalized information and knowledge as the key factor of production, modern information networks as the
important activity space, and the effective use of Information and Communication Technology
(ICT) as an important driver for efficiency-enhancing and economic structural optimizations”
[G20, 2016].
To “unleash the potential of the digital economy,” the leaders established the G20 Digital Economy Development and Cooperation Initiative. All of the issues addressed at previous
summits (with the exception of digital stores of value) remained on the agenda and several new
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ones were added. Leaders identified the opportunities of the New Industrial Revolution (NIR),
the Internet of Things (IoT), Big Data, cloud computing, AI, robotics, additive manufacturing,
new materials, augmented reality, nanotechnology and biotechnology. They also emphasized
digital inclusiveness beyond financial inclusiveness by committing to “bridge the digital divide.” For the first time they spoke about digital skills, including for entrepreneurs.
At Hamburg on 7–8 July 2017, as measured by 5,029 words on the subject making up 14%
of the communiqué and other official documents, the leaders increased their attention and
further expanded the agenda to “harness” the “digital transformation.” New issues of security,
consumer protection and intellectual property rights emerged, with the G20 endorsing the G20
Roadmap for Digitalization. On security, the G20 invited their finance ministers to work with
fintech (financial technology) firms to fight terrorist financing. Issues related to modernizing
the agriculture industry by providing digital services and deploying digital infrastructure were
introduced and became priorities for the G20 Argentinian presidency in 2018.
The major expansion at Hamburg, however, was the forging of a strong digital-gender
connection. The G20 recognized the need to “improve digital skills and employment perspectives for girls and women in emerging and developing countries.” As such, they welcomed the
G20 Digital Economy Ministerial Declaration “which intends to promote action to help bridge
the gender digital divide” and recognized the “multiple vulnerabilities” women and girls face
that act as barriers to their full participation in the digital economy, including lack of digital literacy skills. The G20 further recognized that digital technologies can “serve as a tool to
strengthen women’s and girls’ rights” and “to reduce economic and social disparities.” Finally,
the G20 also recognized the importance of “enhanc[ing] women’s and girls’ digital privacy and
security” [G20, 2017a].

Direction-Setting
The second performance dimension is principled and normative direction-setting, measured
by communiqué affirmations of the G20’s distinctive foundational missions to promote financial stability and make globalization work for all, and also of the companion Group of Seven’s
(G7) distinctive foundational mission to promote open democracy and human rights. The G20
strongly emphasized making the digitalization component of globalization work for the benefit
of all, a principle affirmed through 109 references (see Appendix C). The principle of digital
governance for financial stability was affirmed 48 times, that of open democracy 23 times and
that of human rights just four. Thus, the emphasis on equitable global distribution and digitalization for development dominated, while the principle of digitalization for democracy took a
distant third place.

Decision-Making
On the third dimension, decision-making through the leaders’ precise, future-oriented and
politically obligatory public commitments, performance had long been limited and sporadic,
but surged in 2016 and 2017 (see Appendix D and D-1). The 10 summits produced only 58 commitments on the digital economy, or a mere 2% of the 2,398 they produced overall, and only 30
related to digitalization.
Digital economy commitments first arose at the start in 2008 with one made in that year.
None were made at the four summits held in 2009 or 2010. Digital economy commitments
returned from 2011 to 2013 with one commitment made at each summit, only to disappear
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again from 2014 to 2015. Then, in 2016, the number of digital economy commitments soared to
29, and slid only a little in 2017 to 25.
Over the first eight summits, the issues dealt with shifted unsteadily from financial regulation in 2008 to macroeconomics in 2011, then to financial regulation again in 2012 and development in 2013. In 2016, 29 commitments covered seven issue areas: ICT with 22, financial
regulation with two and trade, G20 governance, international cooperation, development and
labour-employment with one each. In 2017 the 25 commitments again covered seven issue
areas but were more evenly spread – gender was covered by 10, economy and trade by four each,
development by three, ICT by two and labour-employment and food-agriculture by one each.
Despite the more even distribution, however, Hamburg was a digital-gender summit above all.
Apart from the digital economy, the G20 made 30 commitments on issues related to digitalization. One of these was made at the 2015 Antalya summit (on bridging the digital divide)
and the rest were made at the 2017 Hamburg summit. Here the commitments were on ensuring that all citizens are digitally connected by 2025, with explicit recognition of the alignment
with Sustainable Development Goal 9, promoting digital skills, education and literacy, data
protection, digital agriculture, online terrorist recruiting and gender issues such as developing
digitalization policies that reduce stereotypes related to gender and ICT and cyber violence
against girls.

Delivery
On the fourth dimension, delivery of the decisions through compliance with the commitments
prior to the next summit, the very slim available evidence suggests that performance was very
low. On the closest issue area, ICT – the only commitment assessed for compliance out of the
49 made from 2008 to 2015 – had an average compliance of +0.10 or 55% (see Appendix D and
E). This is the lowest of the 20 issues areas assessed. It is well below the average of +0.40 or 70%
across all G20 issue areas.
Four digital economy commitments and one related commitment have been assessed for
compliance. Average compliance with these five commitments was very low at 50%. The lowest compliance, at 15%, was for the commitment to unleash the digital economy by promoting
policies to support microenterprises, defined as businesses with no more than 10 employees.
Here all G20 countries scored –1 for noncompliance, with only Argentina (the 2018 G20 host),
Canada (the 2018 G7 host) and Australia in full compliance. The second lowest, the commitment to unleash the potential of the digital economy through entrepreneurship, had 53%
compliance. The commitment on reducing inequalities through bridging the digital divide had
a compliance rate of 55%, followed by the commitment to unleash the digital economy through
e-commerce cooperation at 58%. Finally, the highest scoring commitment was the broadest of
the five. Here the G20 committed to unleash the digital economy by promoting digital transformation, scoring 68%. On digital transformation, Japan was the clear leader meeting 100%
of the criteria required for full compliance with its plan to create a “super smart” Society 5.0.
By member, across all five digitalization commitments, Canada led at 100%. It was followed by Argentina, Australia and the European Union at 80% each. Next came the UK and
Korea at 70%, followed by France at 60%. In the middle, at 50% each, came China, Germany,
Brazil and Saudi Arabia. At the bottom came India and Russia at 40% each, followed by Japan
at 30%. Despite Japan’s ambitious Society 5.0 vision, it failed to comply with the commitments
to bridge the digital divide and to support entrepreneurs and microenterprises. The U.S., South
Africa and Mexico also all had 30% compliance. Turkey and Italy had 20% compliance, leaving
Indonesia in last place at 10%.
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Overall, the members comprising the G7 had 45% compliance; only the full compliance
of Canada, the 2018 G7 host, kept the average score near the positive range. Among the BRICS
grouping of Brazil, Russia, India, China and South Africa, China and Brazil led with 50%. The
overall average for BRICS members was lower than the G7 average at 42%.

Development of Global Governance
On the fifth dimension, the institutional development of global governance inside and outside
the G20, performance was strong (see Appendix F). There was a total of 152 references to such
institutions, with an almost perfect split between references to institutions inside the G20 (73)
and those to bodies outside (79). This suggests the G20 intended to govern digital globalization
itself, in addition to using older institutions to do so.
The first institution referenced in the context of digitalization was the Financial Stability
Board (FSB) at the 2009 Pittsburgh summit. No institutional references arose at the 2010 summits in Toronto and Seoul. At the Cannes summit in 2011 the first references to an institution
outside of the G20 were made, with seven. No inside institutions were referenced at Cannes.
At Los Cabos in 2012 there were two references, one to the G20 itself and another to the FSB.
St. Petersburg in 2013 had seven inside references and six outside ones, with five references to
the OECD and one to the Global Partnership for Financial Inclusion (GPFI). No institutional
references were made at the 2014 Brisbane summit. Only one was made at the 2015 Antalya
summit – to the United Nations (UN).
Then in 2016 at Hangzhou, as with deliberation and decisions, there was a rise in performance. A peak of 59 references were made, 27 to internal institutions and 32 to external ones.
The OECD, FSB, UN and GPFI remained on the list with several new ones added, such as the
International Monetary Fund, World Trade Organization, the International Labour Organization and the civil society engagement group of the Business 20.
This momentum increased at the 2017 Hamburg summit which made 37 inside and 31
outside references, for a total of 68 institutional references. Here the World Bank Group, multilateral development banks and the African Union were added.

Causes of G20 Digital Performance
The task of identifying the causes of the G20’s digital performance starts with an application
of the six causes highlighted by the systemic hub model of G20 performance overall [Kirton,
2013].

Shock-Activated Vulnerability
The sharp spike in 2016–2017 may flow from new shock-activated vulnerabilities in the financial and political fields. The former includes theft of money from central banks and the surge in
the use of digital payments through blockchain technology, which some feel was driven partly
by its use for crime and corruption, money laundering, terrorist finance and sanctions busting
from North Korea and elsewhere [Gapper, 2017]. Others were concerned with the use of digital
technology to interfere in the electoral process of other countries. However, attention by the
G20 to issues of digital security was low compared to those related to the digital economy and
digital inclusion.
More broadly, the proliferating scale and scope of digital technology and automation has
intensified the shared sense of vulnerability among G20 members in regard to their ability to
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create decent work and economic opportunities for all. Estimates of how many jobs might be
lost due to automation vary widely. The OECD reports that on the high end nearly half of all
jobs in the U.S. and other OECD countries could be lost to automation, while the OECD
itself puts job losses at a much lower 9% average [2016]. Job losses will be in specific sectors
and may come in fewer than 5% of occupations [Manyika et al., 2017]. Regardless, jobs will be
lost mostly for the least-educated people in manual jobs, threatening to increase inequalities.
Those who supported and continue to support the election of a populist and protectionist U.S.
president during the 2016 elections are predominantly older, white, poorly educated blue-collar
workers [Tyson, Maniam, 2016]. One poll shows that while these voters were actually financially secure, their children might not be [Rothwell, Diego-Rosell, 2016]. While the poll also
looked at health and race as contributing factors, Trump’s “America first” message appears not
to have resonated with white blue-collar workers generally but with white blue -collar workers
who fear that they will not be able to pass their financial security on to their children by sharing
their knowledge of manual jobs as their own parents had been able to do for them. And while
there is no similar study for the “Brexit” phenomena in the UK, the demographic split there is
the same [Rosenbaun, 2017], suggesting the same worry was present. Thus, a contributing factor to the rise in populism and protectionism may be the old fear of a grim financial future for
the young, or at least a future less bright than what had previously been imagined for them. The
assumption of upward mobility for the next generation was broken among the working white.
And with the benefits of digitalization unfamiliar, perceptions of certain insecurity and fears of
being left behind remained strong.
The surfacing of these fears coincided with the G20’s acceptance in 2016 and 2017 of
the opportunities presented by digitalization and focus on the ways in which the G20 was best
suited to cooperate to ensure those benefits were equitably distributed. The end of the G20’s resistance to the digital age and the skills the world needs to “harness the digital transformation”
was exemplified in Argentina’s elevation of the future of work to the first of its three priorities
for its 2018 Buenos Aires summit.

Multilateral Organizational Failure
Multilateral organizational failure also contributed to the G20’s small but surging performance.
On labour and employment and the future of work, the International Labour Organization (ILO) had been active with its Future of Work Initiative, the second phase of whichwas launched on 21 August 2017 by the prime minister of Sweden and president of Mauritius
[ILO, n. d.]. The launch saw the high-level Global Commission on the Future of Work come to
fruition. The Commission highlighted the ILO’s work since 2015 to foster dialogue and identified the role of the Commission to produce an independent report on the future of work to be
presented at the ILO’s 2019 meeting. The ILO was thus working to advance the conversation
and research on digitalization’s impact on employment. However, it left a gap as it did not produce any tangible commitments that the world’s countries chose to follow.
Beyond labour and employment, on the largely overlooked but critical issue of cyberspace
governance, the venerable International Telecommunications Union (ITU), created in the 19th
century to regulate the postal service, telegraphs and telephones, struggled to set rules for cyberspace. This was due to divisions between powerful members who preferred strong national
government control and those who preferred internationally open, private sector-led regimes.
In this vacuum, much innovation was driven by the Internet Corporation for Assigned Names
and Numbers (ICANN), headquartered in and dominated by the United States.
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Moreover, on the first digital issue the G20 addressed – electronic trade – the most recent
multilateral organizational failure was that of the WTO’s 11th Ministerial Conference (MC-11)
in Buenos Aires in December 2017, at which the WTO broke with past practice opting not to
extend the two-decade long moratorium on imposing duties on electronic transmissions [Donnan, 2017b]. This step backward was led by India and other developing countries which, under
the WTO’s consensus rule, were able to prevent the previously routine extension. More broadly, the MC-11 did not agree to discuss new rules for e-commerce, “leading 70 of the WTO’s
164 members, including the U.S. and EU and smaller economies such as Australia, to declare
that they would pursue their own deal outside the WTO’s usual negotiating stream” [Donnan,
2017b].
To a considerable extent, the growing performance of the G7 summit on digitalization
compensated for (and may have been caused by) the G20’s organizational failure. In the area
of ICT, the G7 has been active since 1978 and almost continuously from 1981 to 2002 (see Appendix H). Yet its performance declined to very low levels from 2008 to 2012, along with that of
the G20. The G7’s surge from 2013 to 2015 might help account for the G20’s poor performance
during that time.
There was also an intensification of G7-centred plurilateralism at MC-11, as the U.S., EU
and Japan formed a new alliance to counter China’s forced technology transfers, including its
requirements to “hand over important proprietary technologies or house content and data on
local servers” [Donnan, 2017a]. Yet even with its growing performance, the G7 excludes many
of the already large and increasing digital powers led by China and India and even Russia since
its suspension from the Group of 8 (G8) in 2014.

Predominant Equalizing Capability
The fourth cause – the G20’s predominant equalizing capabilities – had some salience in explaining the slow, incomplete G20 performance, if not the 2016–17 spike. On the key specialized capability of governmental AI readiness, G7 countries led by the UK, U.S. and Canada
took the top three spots, with France and Japan in the top seven. G20 members Korea and
Australia were also in the top 10 (see Appendix I). However, even with Germany in 13th and
Italy in 19th place only a minority of G20 members were in the top 20. The other economically
smaller members of the EU and OECD had this relevant specialized capability as well. This
suggests that the smaller G7 and larger OECD might be better placed as global clubs to lead
global governance on this issue.
More broadly, the 70 countries agreeing to launch negotiations for a plurilateral e-commerce agreement outside the WTO represented about 80% of global e-commerce trade [Donnan, 2017b].

Converging Characteristics
The convergence of the domestic characteristics of G20 members appears to be a salient cause,
although inversely. The converging democratization of G20 members through to 2013 coincided with the G20’s poor digital governance. The divergence since 2014, led by China’s tighter
control of its society and cyberspace, coincided with the G20’s 2016 digital surge, starting at the
Hangzhou summit itself. The surge also coincided with a widening of the digital divide. Indeed,
while internet use in OECD countries has risen [OECD, 2014], digital inequality continues to
rise both between and within both rich and poor countries [ITU,UNESCO, 2017].
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Domestic Political Cohesion
The domestic political cohesion of G20 members and leaders is a partial fit. The surge in 2016–
2017 came from both Chinese president Xi Jinping with high control over his government and
German chancellor Angela Merkel who was in a coalition government and facing an election
in two months. That said, she was a G20 veteran, the only scientist to serve as G20 host and a
leader whose sherpa has advanced degrees in AI.

Club at the Hub
The sixth cause of performance is the “club at the hub,” where the G20 club stands at the
centre of a proliferating network of other actors and institutions and leaves leaders alone to be
leaders through constricted and controlled participation [Kirton, 2013]. The reach of the hub
can be measured first by identifying the number of leaders from nonmember countries and international organizations that participate at the G20 summits. This number has grown from six
(two country leaders and four heads of international organizations) at Washington in 2008 to
15 (eight country leaders and seven heads of international organizations) at Hangzhou in 2016.
This expansion is consistent with the expanding performance of the G20 on digitalization. Yet
this increase does not fully account for the spike in performance at Hangzhou in 2016 as overall,
few of the world’s leading digital countries and international organizations, notably the ITU
and ICANN, have been invited to G20 summits.

Plans and Prospects for Buenos Aires, November 2018
The three priorities Argentina chose for its presidency are the future of work, infrastructure for
development and a sustainable food future. On the future of work Argentina identifies education as being at “the crux of the debate” stating that “education empowers people to shape their
own future” [G20, 2017]. Argentina recognizes that rapid technological development poses significant challenges in terms of employment, welfare, education and inequalities, while simultaneously highlighting the path to the “fair and sustainable development” that the digital age
offers. On the second priority of infrastructure for development, Argentina explicitly made the
digital infrastructure connection, stating that infrastructure “provides the physical and digital access necessary for our citizens to seize the opportunities of the future economy.” On the
future of sustainable food, Argentina seeks “to promote a broad debate on the importance of
sustainable soil management” to address food insecurity and the environmental consequences
of soil degradation. In this context, digitizing agriculture for the modern era, for which the first
commitment was made at the 2017 Hamburg summit, would also be on the agenda.
Under these three themes there are 11 thematic areas of which digital economy is one.
Here Argentina will build on the work started at the 2015 Antalya summit that recognized the
new digital era, the 2016 Hangzhou summit that set up a Digital Economy Task Force (DETF)
and the 2017 Hamburg summit which officially established the DETF. It will apply a gender
lens to its efforts on the digital economy, including in each of the five subcategories of digital
inclusion: agricultural technology, future job skills, digital government, small- and mediumenterprises and industry 4.0. Additionally, the thematic area of employment will build on the
work of the G20 Employment Working Group newly designed at Hamburg to focus on the
future of work. Much work on digitalization will be done through the thematic area of education. Argentina has established the Education Working Group (EWG) whose work will focus on
skills for life and work, especially in regard to “cognitive, non-cognitive and digital skills” and
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on financing. The EWG will meet four times, including once with the Labour Working Group,
ahead of the education ministers’ meeting on 5 September 2018, and the joint education and
labour ministers’ meeting on 6 September 2018. Digitalization and energy will also be a feature
of the Argentinian presidency. However, the climate-digital connection has not been identified
as a priority.
Argentina is thus likely to continue the rising trend in deliberation and decisions, and
will perhaps raise the G20’s delivery on digitalization. It will also likely continue to expand its
development of global governance to include Latin American regional organizations. Importantly, Argentina may also help reverse the G20’s steadily declining compliance on labour and
employment with its focus on digital skills and thus help the G20 calm antiglobalist sentiments.
Argentina can, however, go further by applying its gender-focused lens not only to clear
the path for women and girls to gain the digital skills needed to enter traditionally male-dominated jobs, but also to support and recognize the value of traditionally female-dominated jobs
requiring the social skills that robots cannot yet mimic. Argentina should consider including
men and boys in its education initiatives and could expand those education initiatives to include
skills training in emotional intelligence that will have a high premium as humans live and work
alongside artificial intelligence. This could go a long way toward addressing the root causes of
gender-based inequalities.
Beyond gender, Argentina should also begin the conversation on the impacts of digital
age policies on the environment and climate change, connecting digitalization to the climaterelated Sustainable Development Goals, including on food security, and to the Paris Agreement. In that way Argentina could respond to the central concern expressed by the influential
respondents to the annual questionnaire for the World Economic Forum’s Global Risks Report
[WEF, 2017]. Here the list of the top five risks, in terms of both likelihood and impact, was
dominated by climate change and its consequent extreme weather events and natural disasters,
while digitalization in itself ranked much further down the list.

Conclusion
This study shows that the G20’s governance of digitalization began at its first summit in Washington DC in 2008 with the issue of electronic trading, or e-commerce, identified as a tool for
financial crisis management. Since then, the G20’s attention to digitalization slowly expanded
up to 2015. In 2016 a new phase began with the hosting of the G20 by China at Hangzhou.
China’s emphasis on the digital age reflected its ambitions in the world and relative capabilities
in ICT. Its ambitions were also underpinned by citizens’ discontent and rising inequalities in
a declining U.S. and isolationist Britain, spurred by creative destruction and fears of an imagined dystopic robotic world [Kirton, 2016]. As global populist discontent solidified in 2017 so
too did the G20’s shift in response from one narrowly centred on e-trade and financial regulation to a human-focused, more forward-looking and inclusive narrative. At the 2017 Hamburg summit, the G20 built on the Hangzhou agenda by devoting much attention to fostering
digital skills to generate employment, with a new and strong emphasis on the digital-gender
divide. Here economic growth was at the fore front and issues of online harassment and social
barriers for women and girls were also addressed for the first time. The G20 has thus chosen to
accept that digitalization is here to stay and that it therefore must focus its energy not only on
ensuring financial stability but on making digitalization work for all in an increasingly interconnected and globalized world.
Yet, thus far, the narrative reflected in the G20’s deliberations, direction-setting and in its
collective, future-oriented and politically obligatory commitments is incomplete. The greatest
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gap is on compliance with those commitments. Five commitments have been assessed for compliance on digitalization and the digital economy with four of those from the 2016 Hangzhou
summit. Compliance is 50% – well below the G20’s overall average across all issue areas of
70%. However, compliance may rise with the commitments made at Hamburg as gender equality has become a unifying issue across all G20 members, notably including Donald Trump’s
United States. Moreover, Argentina has identified the future of work as the first of the three priorities of its 2018 presidency. While Argentina’s compliance across all issue areas is among the
lowest of its G20 peers, on digitalization it comes in second place at 80%, after only Canada’s
perfect compliance. There is therefore room for optimism that on digitalization Argentina will
be a successful G20 summit consensus-builder as host.
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Appendix A: G20 Summit Performance on Digitalization
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2016Ch

95

0

3042

18.77

0

12

35

11

1

29

13.62

–0.04

4

27

32

2017H

95

0

5029

14.47

0

18

77

8

1

25

4.71

–

–

37

31

Total

1060

0

10277

49.19 0

48

115

23

4

55

18.68

–

4

73

79

Average

96.36

0

856.42

4.10

4

9.58

4.58

1.56

–0.04

–

0

1.92 0.33

6.08 6.58

Notes.
DPM: Domestic Political Management – measured by the number of leaders in attendance (Att)
and communiqué compliments (CC), the number of times a country or leader was positively mentioned.
DEL: Deliberation – measured by the number of words on the subject (#), the percent (%) of words
and the number of dedicated documents to the issue (Doc).
DIR: Direction setting – measured by the number of references to the G20 financial stability
principle (FS), globalization for all (GFA), the G8 democratic principles (Dem) and human rights (HR).
DEC: Decisions – measured by the number of commitments (CMT) and the percentage of overall
commitments (% overall).
DVY: Delivery – measured by compliance with priority commitments (Cmp) and the number of
compliance reports (# measured).
DGG: Development of Global Governance – measured by the number of references to governance
mechanisms developed within the G20 (IN) and the number to governance mechanisms developed
outside of the G20 (OUT).
Overall: Overall grade.
n/a = not applicable; – = no commitment assessed.
One related digitalization commitment was assessed in 2015 on the digital divide with compliance at
+0.10. Added to the four commitments assessed from 2016, compliance is 0 or 50%.
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# of Words

% of Total Words

# of Paragraphs

% of Total
Paragraphs

# of Documents

% of Total
Documents

# of Dedicated
Documents

Appendix B: G20 Leaders’ Conclusions on Digital Economy,
2008–2017

2008 Washington

88

2

1

1.22

1

50

0

2009 London

0

0

0

0

0

0

0

2009 Pittsburgh

289

3.12

1

0.78

1

33.33

0

2010 Toronto

229

2.07

2

1.04

2

40

0

0

0

0

0

0

0

0

2011 Cannes

372

2.64

2

1.32

2

66.67

0

2012 Los Cabos

169

1.33

1

0.49

1

25

0

2013 St. Petersburg

760

2.64

5

0.94

3

27.27

0

2014 Brisbane

0

0

0

0

0

0

0

2015 Antalya

299

2.15

2

0.57

2

33.33

0

2016 Hangzhou

3042

18.77

21

3.00

4

100

0

2017 Hamburg

5029

14.47

55

3.21

7

70

0

856.42

4.10

7.50

1.05

1.917

37.13

0

Year

2010 Seoul

Average

Notes.
Data are drawn from all official English-language documents released by the G20 leaders as a
group. Charts are excluded.
“# of Words” is the number of subjects related to the digital economy for the year specified,
excluding document titles and references. Words are calculated by paragraph because the paragraph is
the unit of analysis.
“% of Total Words” refers to the total number of words in all documents for the year specified.
“# of Paragraphs” is the number of paragraphs containing references to the digital economy for the
year specified. Each point is recorded as a separate paragraph.
“% of Total Paragraphs” refers to the total number of paragraphs in all documents for the year
specified.
“# of Documents” is the number of documents that contain the digital economy subjects and
excludes dedicated documents.
“% of Total Documents” refers to the total number of documents for the year specified.
“# of Dedicated Documents” is the number of documents for the year that contain a subject related
to the digital economy in the title.
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TTL

2008W

2009L

2009P

2010T

2010S

2011C

2012LC

2013SP

2014B

2015A

2016H

2017HB

Appendix C: G20 Summit Direction-Setting Digital Economy,
2013–2017

Financial Stability

48

1

0

7

2

0

4

2

0

0

2

12

18

Financial Stability
Board

13

0

0

1

0

0

3

1

0

0

0

5

3

Financial Stability

4

0

0

0

0

0

0

0

0

0

1

0

3

Crisis Prevention

1

0

0

1

0

0

0

0

0

0

0

0

0

Risk Management

15

1

0

5

1

0

0

0

0

0

1

3

4

Resilience

10

0

0

0

1

0

1

1

0

0

0

2

5

Address Vulnerabilities

3

0

0

0

0

0

0

0

0

0

0

2

1

Shock Management

2

0

0

0

0

0

0

0

0

0

0

0

2

Globalization
for the Benefit of All

109

0

0

0

0

0

0

0

2

0

1

35

77

Digital Inclusion

44

0

0

0

0

0

0

0

1

0

0

17

26

Access

17

0

0

0

0

0

0

0

1

0

0

4

12

Poor / Low Income

11

0

0

0

0

0

0

0

0

0

0

3

8

Bridge the
(Digital Divide)

13

0

0

0

0

0

0

0

0

0

1

2

10

All People

8

0

0

0

0

0

0

0

0

0

0

3

5

Vulnerable/
Underserved Groups

8

0

0

0

0

0

0

0

0

0

0

1

7

Support Developing
Countries

8

0

0

0

0

0

0

0

0

0

0

5

9

Open Democracy

23

1

0

2

1

0

0

0

0

0

0

11

8

Open

11

0

0

0

0

0

0

0

0

0

0

9

2

Transparent

12

1

0

2

1

0

0

0

0

0

0

2

6

Human Rights

4

0

0

0

0

0

0

0

0

0

2

1

1

Human Rights

3

0

0

0

0

0

0

0

0

0

1

1

1

International Law

1

0

0

0

0

0

0

0

0

0

1

0

0

Value

Note: Compiled by Alecs Dragus, 12 December 2017.
The unit of analysis is the sentence.
“Financial stability” includes references to the financial stability/stabilization, stabilizing the
impact of financial crises, prevent future crisis, risk/risk management, resilience, financial recovery,
financial sustainability and the FSF/FSB.
Exclusions: General reference to a crisis and another crisis that is not the global financial crisis.
“Globalization for all” includes references to digital inclusion/Digital Financial Inclusion, Global
Partnership for Financial Inclusion (GPFI), GPFI Guidance Note on Building Inclusive Digital Payments
Ecosystem, inclusive/inclusiveness, global growth, globalization for the benefit of all, inclusive growth,
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inclusiveness, inclusion, poorest, poor, vulnerable and most vulnerable groups, excluded and underserved
groups, least developed countries (in the context of enhancing their development), economic growth that
meets everyone’s needs, inclusive world economy, all parts of the globe/all people, gap between rich and
poor, and the Global Partnership for Financial Inclusion.
Exclusions: Least developed countries, broadly shared growth, and wide-spread growth.
“Democracy” includes references to democracy, freedom, free and fair elections, religious freedom,
openness/open, transparency, transparent digital economy, open government and open.
“Human Rights/Individual Liberty” includes references to “rights” and “law.” “Rights” includes
human rights, sexual and reproductive rights, rights for all, women’s rights and fundamental rights.
“Law” includes a free and fair trial, rule of law, international law and humanitarian law.

Appendix D: G20 Digital Economy Commitments
and Compliance 2015–2017
Core Digital
Economy

Compliance

2008 Washington

Commitments
Assessed/Made
0/1

Compliance

Commitments
Assessed/Made

2008 Washington

–

–

Other Digitalization

2009 London

–

–

2009 London

–

–

2009 Pittsburgh

–

–

2009 Pittsburgh

–

–

2010 Toronto

–

–

2010 Toronto

–

–

2010 Seoul

–

–

2010 Seoul

–

–

2011 Cannes

0/1

2011 Cannes

–

–

2012 Los Cabos

0/1

2012 Los Cabos

–

–

2013 St. Petersburg

0/1

2013 St. Petersburg

–

–

2014 Brisbane

–

–

2014 Brisbane

–

–

2015 Antalya

–

–

2015 Antalya

+0.10

1/1

–0.04

4/29

2016 Hangzhou

–

–

0/25

2017 Hamburg

58

Total/Average

2016 Hangzhou
2017 Hamburg
Total/Average

–0.04

Notes.
Combined average is +0.03 or 52%.
Blank cell = no commitments assessed; – = not applicable.
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0/29
+0.10
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Appendix D-1: G20 Assessed Digitalization Commitments
2015-93: We commit ourselves to bridge the digital divide.
2016-160: [We are committed to unleashing the potential of the digital economy by providing
favourable conditions for its development, including reaffirming the goal of ensuring the next
1.5 billion people are connected and have meaningful access to the Internet by 2020 in accordance with the Connect 2020 agenda through] supporting entrepreneurship.
2016-161: [We are committed to unleashing the potential of digital economy by providing favourable conditions for its development, including reaffirming the goal of ensuring the next
1.5 billion people are connected and have meaningful access to the Internet by 2020 in accordance with the Connect 2020 agenda, through] encouraging e-commerce cooperation.
2016-163: [We are committed to unleashing the potential of the digital economy by providing favourable conditions for its development, including reaffirming the goal of ensuring the
next 1.5 billion people are connected and have meaningful access to the Internet by providing
favourable conditions for its development, including affirming the goal of ensuring the next
1.5 billion people are connected and have meaningful access to the Internet by 2020 in accordance with the Connect 2020 agenda, through] promoting policies that support MSMEs to use
ICT technology more effectively.

33

34

n/a

n/a

n/a

n/a

+0.75

n/a

n/a

1/10
10%

1/36
2.8%

2/16
12.5%

1/7
14.3%

23/403
5.7%

16/100
16%

5/38
13.2%

+1.00

Infrastruc+0.95
ture

+0.73

+0.60

+0.60

+0.50

+0.45

Migration

Macro

Labour
and employ- +0.55
ment

+0.50

Terrorism

Health

Financial
regulation

Energy

Gender

+0.54

n/a

n/a

n/a

20/271
7.4%

16/105
15.2%

6/6
100%

7/120
5.8%

+0.21

IFI reform +0.30

Micro

n/a

n/a

n/a

n/a

Score

0/14

n/a

n/a

3/59
5.1%

n/a

n/a

n/a

n/a

n/a

–0.05

n/a

–0.05

#

0/29

n/a

n/a

1/45
2.2%

n/a

+0.05

n/a

+0.43

+0.45

n/a

–

+0.70

1/15
6.7%
1/4
25%

n/a

n/a

n/a

n/a

Score

#

1/11
9.1%

n/a

4/16
25%

2/23
8.7%

n/a

+0.90

n/a

+0.45

+0.10

n/a

n/a

+0.74

1/28
3.8%

0/3

n/a

n/a

n/a

n/a

Score

#

n/a

n/a

n/a

n/a

Score

#

n/a

n/a

n/a

n/a

2010S

n/a

n/a

n/a

n/a

Score

+0.61

n/a

–

n/a

+0.48

4/24
+0.71
16.7%

n/a

0/4

1/4
25%

n/a

–0.10

n/a

1/16
6.3%

n/a

+0.30

n/a

1/1
3/14
+0.64
+0.61
100%
21.4%

1/12
8.3%

n/a

n/a

#

2/22
9.1%

n/a

3/18
16.7%

3/38
7.9%

n/a

n/a

+0.46

+0.58

+0.36

n/a

+1.00

+0.68

3/91
3.4%
2/8
25%

n/a

n/a

n/a

n/a

Score

n/a

0

2/2
100%

1/10
10%

+0.20

n/a

+0.55

3/18
+0.35
16.7%

n/a

+0.72

+0.60

4/71
5.6%
1/18
5.6%

n/a

–

n/a

+1.00

Score

+0.40

3/66
4.5%

+0.60

+0.70

3/34
8.8%

+0.73

n/a

n/a

Score

n/a

n/a

1/28
3.6%

0/6

#

1/5
20%

n/a

1/19
5.3%

1/20
5.0%

n/a

n/a

+0.14

+0.23

+0.70

+0.53

1/2
50%

4/10
40%

2/21
9.5%

1/4
25%

2/12
16.7%

n/a

0/4

4/4
100%

+0.85

n/a

1/2
50%

n/a

2/16
1/3
–0.35
12.5%
33.3%

1/7
1/8
+0.79
14.3%
12.5%

4/33
+0.40
12.1%

#
n/a

2015A

6/29
2/16
+0.63
+0.33
20.7%
12.5%

n/a

n/a

+0.95

–

Score

2014B

n/a

0/1

n/a

1/2
50%

#

2013SP

n/a

n/a

n/a

n/a

#

2012LC

n/a

n/a

n/a

n/a

2011C

3/29
3/14
+0.46
+0.66
10.3%
21.4%

n/a

n/a

n/a

n/a

2010T

n/a

n/a

n/a

n/a

2009P

n/a

n/a

n/a

n/a

2009L

1/6
+0.35
16.7%

n/a

n/a

n/a

n/a

#

2008W

Score

Score

Overall N=202

#

Issue area

Appendix E: G20 Summit Compliance by Issue Area and Summit 2008–2015
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47/193
24.4%

+0.31

+0.31

+0.26

+0.15

Development

Climate
change

Trade

International
cooperation

+0.27

14/133
10.5%

+0.40

Overall

198/1835
+0.50
10.8%

–

8/95
8.4%

0/1

n/a

0/3

0/

3/5
60%

n/a

1/4
25%

n/a

+0.17

n/a

n/a

n/a

+0.50

–0.10

+0.15

n/a

Score

#
–

Score

#
0/3

2009P

+0.20

Score

#

+0.31

–

Score

n/a

n/a

+0.25

+0.05

0/

+0.05

1/

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

–

n/a

–

+0.25

+0.25

1/17
5.9%

2/3
1/3
1/9
–0.20
+0.45
66.7%
33.3%
11.1%

0/

1/6
1/9
–0.05
+0.15
16.7%
11.1%

+0.38

4/8
50%

23/23
+0.33
100%

+0.55

Score

#

n/a

+0.54

22/282
7.8%

n/a

–0.10

+0.25

+0.59

+0.78

+0.35

Score

–0.35

–0.17

+0.04

+0.80

Score

n/a

n/a

0/1

n/a

1/33
3.0%

0/

1/12
8.3%

n/a

n/a

–

+0.25

n/a

n/a

0/4

0/

1/9
11.1%

5/7
71.4%

3/20
15%

n/a

#

n/a

+0.10

+0.15

+0.60

–

+0.28

–0.10

Score

#

n/a

1/2
50%

1/4
25%

0/

3/14
21.4%

0/3

3/20
15%

1/3
33.3%

2015A

19/180
23/281
26/205
22/113
+0.37
+0.43
+0.42
19.5%
10.6%
8.2%
12.7%

0/1

n/a

+0.28

n/a

Score

2014B

3/11
+0.51
27.2%

4/50
8.0%

1/11
9.1%

#

2013SP

1/7
+0.15
14.3%

0/

1/10
10%

3/5
60%

3/10
30%

1/4
25%

#

2012LC

0/1

n/a

0/5

1/

1/15
6.7%

3/8
38.0%

2/17
11.8%

2/36
5.6%

2011C

16/128
15/61
41/153
6/129
+0.31
+0.36
+0.34
+0.47
12.5%
25%
26.8%
4.7%

n/a

n/a

n/a

0/

1/14
7.1%

#
0/2

2010S

1/3
1/3
3/3
+0.86
+0.42
+0.05
33.3%
33.3%
100%

3/8
38%

1/2
50%

2010T

2/15
3/9
+0.10
+0.35
13.3%
33.3%

n/a

2009L

Note. Score = average compliance; # = number of commitments assessed of the total number made on that issue at that summit, with percentage;
n/a = not applicable, no commitment was made; dash = no commitment was assessed; blank = data not available.

–

Digital
economy

0/4

n/a

1/49
2.0%

ICT

+0.10

–

7/78
9.0%

Crime and
+0.14
corruption

2/

n/a

23/53
43.4%

+0.80

n/a

6/64
9.4%

Food and
+0.39
agriculture

#

2008W

Score

Score

Overall N=202

#

Issue area
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Appendix F: G20 Development of Global Governance 2008–2017
Summit

Internal

External

Total

2008 Washington

0

0

0

2009 London

0

0

0

2009 Pittsburgh

1

1

2

2010 Toronto

0

0

0

2010 Seoul

0

0

0

2011 Cannes

0

7

7

2012 Los Cabos

1

1

2

2013 St. Petersburg

7

6

13

2014 Brisbane

0

0

0

2015 Antalya

0

1

1

2016 Hangzhou

27

32

59

2017 Hamburg

37

31

68

Total

73

79

152

Appendix H: G8 Conclusions on Information
and Communications Technologies (ICT), 1975–2015
# of
Words

% of Total
Words

# of
Paragraphs

% of Totals
Paragraphs

# of
Documents

% of Total
Documents

# of
Dedicated
Documents

1975

0

0

0

0

0

0

0

1976

0

0

0

0

0

0

0

Year

1977

0

0

0

0

0

0

0

1978

46

1.5

1

2.0

1

50

0

1979

0

0

0

0

0

0

0

1980

0

0

0

0

0

0

0

1981

61

1.9

1

1.9

1

33.3

0

1982

183

10.1

2

10

1

50

0

1983

34

1.5

1

2.7

1

50

0

1984

171

5.2

4

8.2

1

20

0

1985

422

13.4

7

16.7

1

50

0

1986

201

5.6

3

9.3

1

25

0

1987

55

1.1

1

1.4

1

14.2

0

1988

165

3.3

3

4.6

1

33.3

0

1989

52

0.7

1

0.8

1

9.0

0

1990

112

1.5

2

1.6

1

25

0

1991

69

0.9

1

1.8

1

20

0

1992

0

0

0

0

0

0

0
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Year

# of
Words

% of Total
Words

# of
Paragraphs

% of Totals
Paragraphs

# of
Documents

% of Total
Documents

# of
Dedicated
Documents

1993

53

1.5

1

2.3

1

33.3

0

1994

26

0.6

3

4.4

1

50

0

1995

226

3.1

3

2.2

1

33.3

0

1996

287

1.9

2

1.0

2

40

0

1997

258

2.0

1

0.7

1

20

0

1998

87

1.4

1

1.6

1

25

0

1999

196

1.9

3

2.5

2

50

0

2000

3020

22.2

23

15.8

2

40

1

2001

176

2.8

2

2.7

1

14.2

0

2002

59

0.5

1

0.6

1

14.2

0

2003

0

0

0

0

0

0

0

2004

34

0.1

1

0.2

1

5

0

2005

0

0

0

0

0

0

0

2006

118

0.5

2

0.6

2

13.3

0

2007

45

0.2

1

0.6

1

11.1

0

2008

0

0

0

0

0

0

0

2009

175

1.0

2

0.6

1

7.6

0

2010

0

0

0

0

0

0

0

2011

604

3.3

5

2.3

2

40

0

2012

155

1.3

3

1.6

2

33.3

0

2013

2498

18.5

62

23.3

3

75

1

2014

487

9.5

4

5.6

1

100

0

2015

1835

21.9

18

13.4

2

100

0

297.75

3.39

4.12

3.57

1

27.12

0.05

Average

Notes.
Data are drawn from all official English-language documents released by the G7/G8 leaders as a
group. Charts are excluded.
“# of Words” is the number of ICT-related subjects for the year specified, excluding document titles
and references. Words are calculated by paragraph because the paragraph is the unit of analysis.
“% of Total Words” refers to the total number of words in all documents for the year specified.
“# of Paragraphs” is the number of paragraphs containing references to ICT for the year specified.
Each point is recorded as a separate paragraph.
“% of Total Paragraphs” refers to the total number of paragraphs in all documents for the year
specified.
“# of Documents” is the number of documents that contain ICT subjects and excludes dedicated
documents.
“% of Total Documents” refers to the total number of documents for the year specified.
“# of Dedicated Documents” is the number of documents for the year that contain an ICT-related
subject in the title.
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Appendix I: Oxford Insights Government
AI Readiness Ranking, 2017
Rank

Country

Score

Club

1

United Kingdom

8.4

G7

2

United States

8.2

G7

3

Canada

7.86

G7

4

Korea

7.81

G20

5

Netherlands

7.76

EU

6

France

7.74

G7

7

Japan

7.59

G7

8

Australia

7.47

G20

9

New Zealand

7.37

OECD

10

Finland

7.37

EU

11

Sweden

7.18

EU

12

Spain

7.17

EU

13

Germany

6.95

G7

14

Israel

6.93

15

Norway

6.91

OECD

16

Austria

6.83

EU

17

Ireland

6.69

EU

18

Belgium

6.61

EU

19

Italy

6.58

G7

20

Switzerland

6.52

OECD
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В рамках данной статьи проводится системный анализ деятельности «Группы двадцати» в сфере цифровизации
по основным измерениям институциональной эффективности и делаются выводы относительно причин определенных тенденций, складывающихся в этой связи [Kirton, 2013]. Авторы утверждают, что «двадцатка» постепенно повышала свою эффективность в осуществлении функций глобального управления в цифровой сфере.
С самого начала деятельности института в 2008 г. повестка дня в данной области постоянно расширялась,
достигнув пика в 2016–2017 гг. Лидеры «Группы двадцати» впервые обратили внимание на вопросы цифровизации вследствие глобального финансово-экономического кризиса 2008 г. На саммите в Вашингтоне была признана
роль электронной торговли как важного инструмента борьбы с кризисом. Впоследствии стали обсуждаться и
проблемы неравенства, лежащие в основе идеологии антиглобализма. Таким образом, был осуществлен переход
от борьбы с последствиями кризиса к принятию превентивных мер. Тенденции расширения круга обсуждаемых
вопросов и резкий рост их числа фиксируются по функциям определения направления действий, принятия решений и институционального развития глобального управления, однако не отражаются на функциях реализации
принятых решений. Данный тренд обусловлен шокирующим ростом популистских настроений, вызванным проявлениями неравенства в Великобритании и США в 2015 и 2016 гг., а также провалом традиционных международных институтов, глобальным коллективным превосходством членов «двадцатки» и конвергенцией их относительных возможностей в цифровой сфере и, наконец, консенсусом о приоритетном характере экономического
роста и открытости. Важнейшим фактором, однако, стали интересы Китая, принимавшего форум в 2016 г.,
и Германии, председательствовавшей в 2017 г. Лидеры этих стран, заручившись политической поддержкой на
национальном уровне, стремились сформировать цифровую повестку дня, обеспечивающую справедливое распределение благ цифровизации в противовес нарастающим популистским и протекционистским тенденциям.
Ключевые слова: цифровизация; цифровая экономика; факторы глобального управления;
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Abstract
The Framework for Strong, Sustainable and Balanced Growth was adopted by the Group of 20 (G20) in 2009. It
contains a wide range of commitments, including the use of fiscal, monetary and structural policies to support growth
of gross domestic product (GDP), ensuring trade and investment openness and reducing global imbalances. The
Framework’s target areas evolve according to global economic conjunctures and the priorities of the presidency. This
article studies the main outcomes of the G20’s work in 2017 in the context of this evolution, accounting both for the
German presidency’s Framework priorities (resilient and inclusive growth) and elements of agendas in recent years
(fiscal strategies, growth strategies and the enhanced structural reform agenda – ESRA). The findings indicate
that the G20 indeed increased its focus on resilient and inclusive growth after concentrating mostly on growth rates
in recent years. This is confirmed by the adoption of resilience principles as well as by an increase in the number of
corresponding measures in growth strategies. With respect to previous agendas, G20 members succeeded in reducing
fiscal risks, implementing growth strategy commitments and ESRA priorities. Still, estimates by the International
Monetary Fund (IMF) and the Organisation for Economic Co-operation and Development (OECD) show that the
G20 is unlikely to reach its goal of increasing collective GDP by 2% by 2018 through growth strategy measures.
Another problem is that international organizations (IOs) do not fully capture the positive effects of G20 commitments
on growth and inclusiveness. Overall, to reduce risks of a fall in the G20’s credibility, the Argentinian presidency
should maintain a focus on resilience and inclusiveness, elaborate a communication strategy for the G20’s successes
and intensify collaboration with IOs.
Key words: G20; global governance; international organizations; macroeconomic coordination; inclusive
growth; resilient growth
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Introduction
The Framework Agreement for Strong, Sustainable and Balanced Growth (SSBG) was adopted
by the Group of 20 (G20) at the Pittsburgh summit in September 2009. Concerning the mechanisms of its implementation, leaders committed to develop a process to set out the objectives, put
forward policies to achieve those objectives and collectively assess progress [G20 Leaders, 2009].
Key priorities included: implementation of responsible fiscal policies, attentiveness to short-term
flexibility considerations and longer-run sustainability requirements; strengthened supervision of
the global financial system; promotion of a more balanced current account, support of open trade
and investment and rejection of protectionist measures; safeguarding price stability and promotion of market-based exchange rates; undertaking structural reforms to increase potential growth
rates; and promotion of sustainable development and poverty reduction.
The all-encompassing nature of the Framework determines its key role in the work of the
G20’s finance track2 and the content of documents adopted at the annual leaders’ summits. For
instance, Framework issues represented 54% of the volume of the Antalya Action Plan (2015);
the figures for the Hangzhou Action Plan (2016) and the Hamburg Action Plan (2017) are 69%
and 42% respectively. It also accounts for changes to key discussion points depending on the
global economic conjuncture and priorities of the presidency (such changes also take place in
the G20’s agenda as a whole; see Larionova [2012]). This paper assesses the successes and gaps
of the German presidency in the context of this evolution, and offers recommendations for the
Argentinian presidency in 2018. The objectives include: analysis of work on the Framework
from 2009–2016, emphasizing key priorities and mechanisms; review of the process and results
of the resilience and inclusiveness agendas selected by Germany to reflect its Framework priorities [G20 Presidency, 2016]; assessment of progress on priorities adopted by previous presidencies; and determination of possible priorities for 2018, taking into account the current global
conjuncture and progress on earlier commitments as well as remaining gaps.

Evolution of Work on the Framework Agreement in 2009–2016
The evolution of both the Framework’s policy focus and its key mechanisms is analyzed in
Table 1. Several observations can be derived from this analysis. In the context of declining incentives for cooperation due to the absence of an explicit risk of a new global crisis like that of
2008–2009 [Callaghan, 2014], the G20 ensured macroeconomic coordination by adopting clear
policy strategies and a collective numerical goal. Coordination momentum was underlined by
introducing the G20’s own accountability assessment methodology, the results of which reflect
a G20 consensus rather than the positions of international organizations (IOs). Nevertheless,
IOs retain an important role in the advancement of the Framework, both preparing analytical materials for the widening agenda and helping to assess progress in the implementation of
commitments. Cooperation with the International Monetary Fund (IMF), the Organisation
for Economic Co-operation and Development (OECD) and the World Bank was particularly
active (the same is true for the G20 agenda as a whole; see Larionova [2017]).
Additionally, the Framework agenda underwent a significant expansion, largely through
the addition of inclusiveness and environmental sustainability. The number of commitments
and the complexity of their assessment increased markedly. In terms of the Framework’s focus,
at the most general level, the emphasis on supporting short-term growth and reducing imba2
This involves discussions of macroeconomic and financial topics by finance ministers and central bank
governors prepared by deputy ministers/governors with the support of G20 working groups on framework,
investment and infrastructure and international financial architecture.
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lances decreased in favour of ensuring higher medium-term and potential growth. In terms of
policy areas, this meant an ever-increasing emphasis on structural reforms.
The extent to which work on the Framework in 2017 matched the a forementioned trends,
as well as the key results, is studied in the next section.
Table 1. Evolution of Work on the Framework Agreement
Summit

Mechanisms

Policy Focus

Pittsburgh,
September 2009

– Framework Agreement is adopted
– avoidance of a premature exit from
– finance ministers and central bank governors
macroeconomic stimulus
are tasked with elaborating the Mutual
– elaboration of strategies for such an exit
Assessment Process for commitment
– balanced growth: countries with persistent
implementation assessment (MAP) with the
current account (CA) surplus should adopt
participation of IOs by November 2009 [G20
measures to support domestic demand;
Leaders, 2009]
persistent deficit countries should increase
savings rate

Toronto,
June 2010

– MAP is launched
– IMF presents scenario analysis showing the
benefits of structural reform acceleration
and risks of higher public debt and credit
deceleration [IMF, 2010]

– focus shifts to fiscal consolidation due to
higher global GDP growth and rise in public
debt in advanced G20 economies; the latter
(except Japan) commit to at least halve
budget deficits by 2013 compared to 2010 and
ensure stabilization/reduction of public debt
(as % of GDP) by 2016 [G20 Leaders, 2010]
– focus on reducing CA imbalances
is maintained

Seoul,
November 2010

– country-specific SSBG commitments are
published for the first time
– agreement is reached on their monitoring
and on the need to elaborate indicators
of imbalances [G20 Leaders, 2010a]

– focus on fiscal consolidation is maintained
– balanced growth agenda becomes more
prominent due to warnings [IMF, 2010a]
that CA imbalances may return to their pre2008–2009 recession levels, when they were
among the key factors of crisis vulnerability

Cannes,
November 2011

– indicators of imbalances are agreed upon in
April 2011 (CA balance; budget balance and
public debt; private debt and private savings
rate) and approved [G20 Leaders, 2011]
– based on indicators, the IMF prepares
sustainability reports [IMF, 2011] containing
diagnoses of the causes of imbalances and
recommendations for their elimination
– the IMF produces an assessment of Seoul
country commitments [IMF 2011a, 2011b]
– country commitments are updated

– while maintaining the focus on CA
imbalances, special attention is again paid
to fiscal consolidation due to public debt
problems in the euro area [G20 Leaders,
2011]

Los Cabos,
June 2012

– the G20 adopts an accountability assessment – in the context of a deepening euro area
debt crisis and no space for fiscal stimulus
methodology [G20 Leaders, 2012] built
in many other economies, the number of
on the “country-owned, country-led”
structural reform commitments increases
principle; it includes self-accountability and
sharply (from 56 in 2011 to 101)
peer review and is based on the “comply or
explain” approacha
– the first report based on this methodology is
prepared; it stresses progress in commitment
implementation and reduction in imbalances,
but also focuses on the need to adopt new
growth-supporting measures

St. Petersburg,
September 2013

– to maintain momentum on fiscal stability
[G20 Leaders, 2010] advanced G20
economies and several emerging economies
adopt medium-term fiscal strategies for
stabilization/reduction of public debt [G20
Leaders, 2013]
– finance ministers are tasked with developing
comprehensive growth strategies in time for
the 2014 summit [G20 Leaders, 2013]
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– the main focus is kept on fiscal consolidation
and structural reforms
– a new IMF report [IMF, 2013] identifies nine
economies as having persistent imbalances
(versus seven in 2011); however, it becomes
evident that overall imbalances remain lower
than before the crisis, which led to a weaker
emphasis on this agenda
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Summit

Mechanisms

Policy Focus

Brisbane,
November 2014

– after fiscal stability goals were confirmed
– country commitments are reformatted into
in 2013, and due to downgrades in potential
growth strategies
growth forecasts, the focus fully shifts
– the G20 commits to raise collective GDP by
to structural reforms (four key areas:
2% by 2018 through implementation
promoting investment, employment,
of growth strategies [G20 Leaders, 2014]
competition and trade); members are advised
– accountability assessment methodology [G20
to include in the strategies measures
Leaders, 2012] is reoriented toward growth
with the largest effect on GDP growth
strategies
by 2018
– the IMF and OECD are tasked with assessing
the impact of reforms on GDP and progress
in reaching the 2% goalb

Antalya,
November 2015

– peer review of the implementation of growth
strategies is carried out
– the IMF and OECD publish the first
assessment of progress on the 2%
commitment [IMF, OECD, 2015]
– countries develop investment strategies
with a focus on developing public-private
partnerships

– structural measures remain the key focus
– need for optimizing fiscal composition is
highlighted, as it helps to raise GDP growth
without a worsening of fiscal balance
– the inclusiveness agenda, already key for G20
sherpa track discussions, gains a major role in
the Framework for the first time; IOs produce
a paper highlighting inequality’s negative
impact on growth [ILO, IMF, OECD, World
Bank, 2015]; countries add inclusivenesspromoting measures to growth strategies [G20
Leaders, 2015]; OECD positively assesses
effects of growth strategy measures on income
inequality [OECD, 2015]

Hangzhou,
September 2016

– enhanced structural reform agenda (ESRA)
is approved [G20 Leaders, 2016; G20
Framework Working Group, 2016];
it contains nine priorities and corresponding
guiding principles to be used by members
when devising new measures and policy and
outcome indicators for structural reforms;
the OECD is tasked with assessing progress
on ESRA in 2017
– the IMF is advised to expand analysis of
imbalances by including new indicators
– investment strategies are integrated into
growth strategies

– several ESRA priorities duplicate those
in previous years; however, the inclusion of
new priorities (enhancing environmental
sustainability, encouraging innovation) leads
to a wider range of new measures in the
strategies [G20 Leaders, 2016a]

a

The importance of the new methodology is underlined by empirical studies, as self-accountability
promotes commitment implementation [Larionova, Rakhmangulov, Shelepov, 2016]. The role of IOs
in MAP is now changed to analytical support of the new process and development of new versions of
sustainability reports.
b
The new format helped eliminate the criticism that the G20 does not place enough emphasis on
monitoring commitment implementation [Schwanen, 2010] and does not produce ex-ante estimates of
the impact of reforms on growth [Butler, 2012].
Source: G20 Summit documents, 2009–2016.

Framework Priorities of the German Presidency
The Framework priorities of the German presidency in 2017 were reflected in the resilience and
inclusiveness agendas. Resilience means: the capacity to achieve sustainable growth in the face
of risks and structural challenges; avoidance of build-up of risks , imbalances and vulnerabilities; and the ability to absorb and overcome shocks and return to a growth path [G20 Framework Working Group, 2017].
In December 2017, IOs presented policy papers on promoting resilience [BIS, 2016; IMF,
2016; OECD, 2016]. Key recommendations included: ensuring labour market flexibility and
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competitive product markets; safeguarding sustainability of public debt paths, implementation
of fiscal rules and conservative fiscal projections; developing financial markets, monitoring
financial imbalances and reducing tax incentives for private debt accumulation; ensuring price
stability and transparency of central banks’ communication strategies; and avoiding excessive
accumulation of global imbalances, safeguarding trade and investment openness and promoting a more equitable distribution of globalization benefits.
The work of IOs formed the basis of the Note on Resilience Principles in G20 Economies
approved at a ministerial level in March 2017 [G20 Framework Working Group, 2017; G20
Finance Ministers and Central Bank Governors, 2017]. It contains a set of 12 principles divided
into “real sector,” “public finance,” “private finance,” “monetary policy” and “external sector” sections corresponding to the aforementioned areas recommended by the IOs. Resilience
principles serve as a complement to ESRA principles and may be utilized when formulating
new measures supporting resilience (including measures for adjusted growth strategies) and
conducting peer review of the strategies.
Because only three months had passed from the adoption of the principles to the presentation of the growth strategies, it is unlikely that the Note really influenced the G20’s policy
decisions in the run-up to the July 2017 summit. However, data presented in Table 2 indicate
that members included almost 100 measures in the strategies that corresponded to one of the
principles. Overall, measures on the “real sector” section dominated. As concerns Russia, there
was one such measure – recapitalization of the Industry Development Fund which promotes
resilience through economic diversification. Three commitments on financial sector resilience
fell into the “private finance” category (discouraging malpractice in the financial market, enhancing investors’ interest in the equity financing of public companies and development of the
bonds market).
Table 2. The Number of New Measures in 2017 Growth Strategies Corresponding
to Specific Aspects of Resilience
Countries

Real Sector

Public
Finance

Private
Finance

Monetary
Policy

External
Sector

Total

Argentina

1

1

Australia

4

4

Brazil

2

Canada

11

China

2

EU
France

2

5

9
1

13

1

2

5

4

1

1

6

4

1

1

6

Germany

1

5

India

2

Indonesia

1

1

2

Italy

1

2

3

Japan

3

Korea

3

Mexico

1

Russia

1

Saudi Arabia
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1

1

7

3

5

1
1
2

4

2

5

1

3

3

4
2
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Real Sector

Public
Finance

South Africa

2

1

Spain

2

1

2

5

Turkey

1

1

1

3

UK

4

Countries

Private
Finance

Monetary
Policy

Total
3

4

U.S.

1

Total

External
Sector

50

20

19

1

1

2

6

96

Source: Author’s calculations based on 2017 G20 growth strategies.

Regarding the second German priority, “inclusive” growth was added to the G20’s main
SSBG goals in December [G20 Presidency, 2016]. Thereafter, work proceeded in two strands .
First, members were encouraged to add inclusiveness-promoting measures to adjusted growth
strategies. Second, IOs were tasked with developing analytical papers on this topic.
Regarding country commitments, the number of new inclusiveness measures increased
more than twofold (from 22 in 2016 to 46 in 2017, see Table 3). Russia inserted two additional
policies promoting inclusiveness in its adjusted growth strategy, viz, increasing labour participation of vulnerable groups and improvement of financial inclusion for households and small and
medium enterprises (SMEs).

Table 3. The Number of Measures Promoting Inclusiveness in 2016 and 2017 Growth Strategies
Countries

2016

2017

Argentina

1

2

Australia

1

5

Brazil

0

Canada

Countries

2016

2017

Japan

1

1

Korea

0

2

4

Mexico

0

0

5

10

Russia

0

2

China

2

2

Saudi Arabia

2

1

EU

2

2

South Africa

0

1

France

0

3

Spain

0

2

Germany

0

3

Turkey

2

1

India

3

2

UK

2

1

Indonesia

1

1

U.S.

0

0

Italy

0

1

Total

22

46

Source: Author’s calculations based on 2016–17 G20 growth strategies.

Regarding the work of IOs, the IMF [2017] noted the decline in the global Gini coefficient due to convergence of per capita income between advanced and emerging economies;
that said, within the first group income inequality grows while within the second group, the developments are mixed. Indices of “equal opportunities” improve as concerns access to finance
and gender equality, but stagnate as concerns access to finance. Sources of inequality are both
global (technological progress, globalization, financial integration) and national (labour mar-
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ket institutions, fiscal and education policies, access to finance). Inequality is shown to have
a weak negative correlation with GDP growth. The OECD and the World Bank presented the
framework for inclusive growth [OECD, World Bank, 2017] containing an explanation of the
importance of links between inequality and growth, the impact of fiscal and structural policies
on growth and inequality with a focus on the need for reform packages with positive effects on
both GDP and inclusiveness, as well as key priorities for inclusiveness-promoting measures
both at the G20 level and at the member level.
Concerning the assessment of progress on Germany’s priorities, Tables 2 and 3 indicate
the strong response of members to recommendations on inserting new measures promoting
resilience and inclusiveness into growth strategies. However, the presidency’s expectations that
resilience principles would be applied in the peer review of progress on previous years’ commitments did not materialize. Turning to the question of the conformity of Germany’s 2017 results
to the trends for 2009–2016 described above, the main points are as follows: the adoption of
resilience principles confirmed the retention of cooperation momentum; the IMF, OECD and
the World Bank continued their active participation in preparing analytical papers; inclusiveness became consolidated as one of the key elements of the finance track agenda; and approval
of resilience principles, focusing to a large extent on ensuring macroeconomic and financial
stability, served to rebalance the Framework agenda which had in recent years placed everlarger emphasis on structural reforms.
Apart from work on Germany’s priorities, 2017 also saw the continued implementation
of agenda items put forward by previous presidencies. These included fiscal strategies (Russia,
2013), growth strategies (Australia, 2014), ESRA and the call for more detailed study of imbalances (China, 2016). Analysis of progress and the results of this work are presented in the
next section.

Results of Work on Framework Agenda Items of Previous Years
Medium-Term Fiscal Strategies
Apart from the U.S., G20 members continued to publish medium-term fiscal projections.
Among advanced economies, those with public debt levels higher than 60% of GDP have already reduced this or plan to do so by 2018. Among emerging economies, only Brazil exceeds
this threshold and the country’s authorities expect the public debt to stabilize by 2020.
Growth Strategies
At the Hamburg summit, G20 members put forward growth strategies for the fourth time.
Since the time horizon that had been approved in 2014 was limited to 2018, the main focus of
the strategies in 2017 was to communicate the progress made on previously adopted commitments. The results of the IMF-OECD qualitative assessment are presented in Table 4; they indicate significant advances in 2017. Regarding the quantitative assessment, IMF-OECD simulation results show that the impact of commitments completed by July 2017 on the G20’s 2018
GDP amounts to 1.23%.
Overall, 266 new measures were included in 2017, compared to 361 in 2016, 334 in 2015
and 1,028 in 2014. In the context of ESRA priorities, only “promoting inclusive growth” saw
an increase in the number of commitments. If all new measures, as well as all in-progress commitments from previous years are fully implemented by the end of 2018, the resulting rise in the
G20’s 2018 GDP will amount to 0.15% [IMF, OECD, 2017].
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Table 4. Qualitative Progress on the Implementation of Commitments, %
September 2016 Assessment

July 2017 Assessment

Year/Implementation Stage

(1)

(2)

(3)

(4)

(1)

(2)

(3)

(4)

2014 Measures

55

43

2

<1

61

35

3

<1

2015 Measures

45

39

15

1

62

28

9

1

36

62

2

0

2016 Measures

(1) fully implemented; (2) in-progress; (3) no/limited progress; (4) abandoned.
Source: [IMF, OECD, 2016, 2017].

Enhanced Structural Reform Agenda
In April 2017, the OECD published the first technical report on ESRA [OECD, 2017]. At
the level of the G20, progress was noted on priorities “promoting trade and investment openness,” “promoting fiscal reform,” “improving and strengthening the financial system,” “promoting competition and an enabling environment,” “encouraging innovation” and “advancing
labour market reform, educational attainment and skills.” Developments on other priorities
were more mixed. For “promoting inclusive growth,” inequality continues to rise for certain
members; for “improving infrastructure,” public investment has been cut in many advanced
economies; and for “enhancing environmental sustainability,” there is a risk that the Paris climate agreement goals will not be met. Moreover, the OECD underlines the decline in the share
of adopted recommendations from its Going for Growth report, interpreting this as a slowdown
in political momentum for structural reforms.
The report also includes country-specific data on policy and outcome indicators. For
Russia the data show: a slowdown in labour productivity in 2011–2016; a continued high labour participation rate; a stable Gini coefficient and investment share in GDP; an increase in
research and development spending as a share of GDP; and improvement in “trading across
borders” and “starting a business” indices from the Doing Business Report.
IMF Report on Strong, Sustainable and Balanced Growth
At the Hangzhou summit, leaders committed to continued analysis of imbalances with
the help of the IMF [G20 Leaders, 2016a]. Germany suggested expanding this analysis, and
in April 2017 the G20 tasked the IMF with producing the Report on Strong, Sustainable and
Balanced Growth (IMF SSBG Report). It was published in October 2017 [IMF, 2017a] and
addresses the questions of where the G20 is relative to its SSBG goals (diagnostics); which
measures should be taken to achieve these goals (recommendations); and what benefits come
from implementing recommendations (scenario analysis).
Analysis of the answers given in the report yields following results. Regarding diagnostics,
as concerns “strong” growth, output gaps remain negative and inflation is too low in certain
advanced economies. The impact of the commodity price shock is still felt in several emerging
markets. Sustainability of G20 growth is under threat due to weak dynamics of potential output.
Global imbalances are persistent and increasingly concentrated in advanced economies. Both
public and private debt have risen significantly since the 2008–2009 crisis.
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In terms of recommendations, it was found that members’ macroeconomic policy stances
are generally appropriate (only two members were advised to change their monetary stance
and seven members were advised to change their fiscal stance in 2017). Concerning structural
measures, the IMF (taking into account the OECD’s views) points to the significant benefits of
implementing additional reforms over and above those included in the growth strategies.
With respect to scenario analysis, the key results of modeling the impact of in-progress
structural commitments from the growth strategies as well as macroeconomic and structural
recommendations by the IMF regarding the G20’s GDP are presented in Table 5.
Table 5. Impact of Implementing IMF Recommendations on the G20’s GDP Growth, %

Macroeconomic
Recommendations
In-progress Structural Measures
of the Growth Strategiesa
Structural Recommendationsb
Total
a
b

2017

2018

Average
for 2019–2022

2028

0.2

0.2

0.1

0

0

0.1

0.3

0.4

0

0

0.4

3.0

0.2

0.3

0.8

3.4

Assumed to be fully implemented by the end of 2022.
Implementation assumed to cover 2019–2028.

Source: [IMF, 2017a].

Overall, it may be concluded that progress was achieved in 2017 on the Framework agenda
items retained from previous presidencies. G20 members once again confirmed their commitments to ensuring fiscal stability and increasing potential growth rates through structural
reforms. IOs produced the assigned analytical papers. However, several gaps became evident
which should be addressed by the Argentinian presidency. These include a likely failure to
achieve the quantitative GDP goal and the absence of member-level data regarding the impact
of the IOs’ recommendations on growth. These are discussed in more detail in the following
section.

Recommendations for the Argentinian
Presidency Concerning the Framework Agenda
Global GDP growth in 2017 was sharply higher than in 2016 (3.7% versus 3.2%); for the first
time since 2010, none of G20 economies was in recession. In 2018, growth is expected to accelerate further to 3.9% [IMF, 2018]. On the one hand, this creates favourable conditions for
the implementation of the G20’s structural reform agenda because the effect of measures to
reduce excessive regulation of product and labour markets on GDP growth and inclusiveness
is highest when demand growth rates are strong [IMF, 2015, 2016a]. On the other hand, better
output dynamics may result in lessened attention paid by authorities to the resilience agenda;
for instance, the IMF is apprehensive of initiatives by the U.S. administration for deregulation
of the financial sector [IMF, 2017b].
Given “stronger” global growth, it is important to retain the focus in 2017 on “sustainable” and “balanced” growth in 2018. For instance, members should continue to be encour-

50

NEW AGENDA FOR GLOBAL GOVERNANCE

Increase in G20's GDP in 2018, %

aged to use resilience principles when developing new policies. Argentina’s confirmed “Future
of Work” priority aligns well with the inclusiveness agenda. Concerning the Framework, this
priority may be reflected in assessments of the impact of technological progress on employment. Moreover, an analysis of the effects of the G20’s collective financial inclusion agenda
measures should be performed.
Concerning the agenda items from previous years, the main challenge in 2018 relates to
the end of the horizon for the growth strategies. As described above, their implementation is
adequate on a qualitative level. However, the probability of increasing the G20’s GDP by 2%
by the end of 2018 through growth strategy measures is increasingly small. Corresponding joint
IMF-OECD estimates show persistent declines (Fig. 1). Therefore, Argentina should develop
a communication strategy for this “failure” and put forward proposals for future work on the
growth strategies.
Effect of In-progress Commitments

Effect of Fully Implemented Commitments

2,5
2
1,5
1
0,5
0
2014

2015

2016

2017

Fig. 1. IMF-OECD Estimates of the Impact of Growth Strategy Measures
Source: [IMF, OECD, 2014, 2015, 2016, 2017].

Concerning the communication strategy, it is important to stress the following points.
First, the increase in the G20’s GDP due to the implementation of growth strategies exceeded
$1.3 trillion.3 Second, the persistent decline in the impact estimate is not due to failures in
the work of the G20, but rather to methodological problems. For example, in 2014 the IMF
and OECD assumed that all measures would be fully implemented by the end of 2016, which
contradicted actual timelines in the strategies. Third, the estimates by IOs should be treated as
lower given that they take into account only the effects of structural measures and investment
on potential GDP and do not include the effect of fiscal stimulus in certain economies on aggregate demand. Moreover, entire categories of structural reforms are omitted from quantitative assessment, including measures aimed at supporting exports. Overall, according to data
presented by the IMF and OECD to the G20 Framework Working Group, the impact on GDP
is estimated for less than 25% of growth strategy measures. Finally, the impact of implemented
measures increases over time and will eventually exceed 2% of the G20’s GDP even according
to conservative IMF-OECD estimates [G20 Framework Working Group, 2017a].
Concerning the future work on the growth strategies, it seems prudent to apply the following approach. First, strategies should be retained as main member-level documents on the
3
The estimate is based on the effect of measures deemed fully implemented by the time of the 2017
summit and the IMF’s forecast for the G20’s GDP in 2018 [IMF, 2017b].
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Framework. Countries should continue to produce fiscal projections, while the format for
implementation monitoring should be simplified using the IMF-OECD qualitative scale presented in Table 4. The number of new measures should be restricted, while the criteria for their
inclusion should include the largest effects on growth, employment, inclusiveness, resilience
and the priorities of other presidencies. This will help to make the strategies more focused –
currently, for some members, their volume exceeds 60 pages.
Second, no new quantitative goals should be adopted. The experience underlines the complexity of assessing the impact of reforms on growth. Furthermore, the effects of reforms are significantly influenced by demand conditions which are subject to unpredictable external shocks.
In addition, a focus on inclusiveness and resilience presupposes the need for assessing a whole
panel of indicators rather than a single indicator. The OECD technical report on ESRA is the
best venue for such assessment; however, it requires certain modifications (see below). Third,
the impact of reforms implemented in 2014–2018 on the G20’s GDP should continue to be
monitored in order to support the statement made in 2017 that this impact increases over time.
Several modifications should be made in the reports by IOs commissioned by the G20
in order to harmonize their key results with the needs of finance ministers and central bank
governors. In the OECD technical report, 2014 data for all indicators should be inserted so that
it is possible to assess their evolution from the start of the growth strategies’ implementation.
As concerns the IMF SSBG report, possible recommendations include: adding the inclusive
growth aspect; expanding the sustainable growth aspect by accounting for financial and fiscal
stability issues; inserting country-level effects of implementing the recommendations on GDP,
budget balance, public debt, inflation and other indicators of particular interest for authorities; interacting with incoming presidencies to reflect their priorities in the report, noting that
in 2017 the employment agenda (which is the priority in 2018) was assessed only superficially
thereby reducing the report’s value in helping countries to prepare growth strategies; reinstating
the detailed analysis of the indicators of imbalances approved by G20 in 2011; and including
an assessment of the impact on reaching the G20’s growth goals of the G20’s collective agenda
of financial regulation and combatting base erosion and profit shifting (BEPS). The consensus
reached in 2011 underlined the G20’s commitment to a sustainable reduction in imbalances
and for this reason the IMF’s decision to drop detailed diagnostics and recommendations in
2017 is worrying.

Conclusions
The analysis carried out in this study indicates that in 2017, Germany achieved progress in
modifying the Framework agenda. Encouraged by the presidency, members approved resilience principles and inserted new measures promoting resilience and inclusiveness in the
growth strategies. Implementation of agenda items from previous years continues. Public debt
dynamics have improved, the number of fully implemented growth strategy commitments has
increased and reports assessing progress on structural reforms and reaching SSBG goals have
been published.
Nevertheless, despite the progress achieved in 2017 and the acceleration in global growth,
the Argentinian presidency faces several challenges. The assessment by the IMF and OECD
that the goal of increasing the G20’s GDP by 2% by 2018 through growth strategies will not
be reached may reduce confidence in the effectiveness of the G20’s work. Analytical papers
by the IMF and OECD are not fully coordinated with Argentina’s “Future of Work” priority,
which worsens the prospects of adopting member-level measures in this area in 2018. There is
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a lack of transparent estimates of the benefits of collective action, which decreases incentives
for cooperation.
Given the challenges, in order to increase the effectiveness of the G20’s work in 2018, it is
important to ensure agenda continuity, full and timely communication of G20 macroeconomic
achievements, better cooperation between finance and sherpa tracks, especially on inclusiveness, and modification of IOs’ analyses with the focus on country-level evolution of strong,
sustainable, balanced and inclusive growth indicators, as well as on the effects of implementing
the G20’s collective agendas.
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Рамочное соглашение «двадцатки» было принято в 2009 г. Оно включает широкий спектр обязательств: использование мер бюджетной, денежно-кредитной и структурной политики для поддержки роста ВВП; обеспечение открытости экономик для торговли и инвестиций; уменьшение глобальных дисбалансов. Акцент на
отдельные элементы соглашения меняется в зависимости от ситуации в мировой экономике и позиции странпредседателей. В данной работе в контексте этой эволюции изучаются результаты работы «двадцатки»
в 2017 г. как по приоритетам председательства Германии по повестке Рамочного соглашения (устойчивость
и инклюзивность роста), так и по элементам повестки предыдущих председательств (бюджетные стратегии,
стратегии роста, расширенная повестка структурных реформ). Показано, что внимание «Группы двадцати»
к проблематике инклюзивного и устойчивого роста, а не только увеличения его темпов, как ранее, действительно повысилось. Это иллюстрируется принятием принципов устойчивости и увеличением числа соответствующих мер в стратегиях роста. В отношении повестки прошлых лет: бюджетные риски в странах «двадцатки»
снижаются; доля исполненных обязательств стратегий роста растет; наблюдается прогресс и по расширенной
повестке структурных реформ. Однако оценки МВФ и ОЭСР указывают на риски недостижения цели «двадцатки» по увеличению суммарного ВВП группы на 2% к 2018 г. за счет мер стратегий роста. Другая проблема
заключается в том, что аналитические бумаги международных организаций не в полной мере отражают положительные эффекты политики «двадцатки» на рост и инклюзивность. Соответственно, для снижения рисков
уменьшения доверия к «Группе двадцати» председательству 2018 г. следует сохранить акценты на устойчивости
и инклюзивности роста, разработать стратегию коммуникации успехов «двадцатки», интенсифицировать
взаимодействие с международными организациями.
Ключевые слова: «Группа двадцати»; глобальное управление; международные организации;
макроэкономическая координация; инклюзивный рост; устойчивый рост
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Abstract
This article considers how the European Union (EU), as the most developed regional organization and as one of the
strongest global economic players, deals with the global summitry of club-like entities such as the Group of 20 (G20)
and the BRICS grouping of Brazil, Russia, India, China and South Africa. The EU, the G20 and the BRICS share
similar ambitions, namely addressing global (or regional) cross-border challenges by increasing cooperation and
coordination at the international level. Even though the EU is a fond supporter of global decision-making bodies,
the rise of these informal bodies challenges the EU’s approach to global governance, which relies heavily on effective
multilateralism supported by a rules-based approach. Because several of the BRICS and G20 members favour a more
relationship-based approach focused on consensus and coordination, these bodies challenge the European approach.
While a clear European strategy to deal with informal bodies is thus needed, a coherent and consistent approach is
missing. This is evidenced by the lack of any reference to the BRICS and only a cursory reference to the G20 in the
EU’s 2016 global strategy, and by the fact that the EU currently has only bilateral strategic partnerships with most
of the G20 and BRICS members. This article argues that, given the particular challenges these bodies pose and their
remarkable rise in recent years, a fully fledged EU strategy towards the G20 and the BRICS should be developed.
Key words: EU; G20; BRICS; global governance
For citation: Wouters J., Van Kerckhoven S. (2018) A European Perspective on the G20 and the BRICS.
International Organisations Research Journal, vol. 13, no 2, pp. 60–75 (in Russian and English). DOI:
10.17323/1996-7845-2018-02-04.

Introduction: The Need for Cooperation
The last decades of intense globalization have created new challenges and new opportunities for
countries, companies and consumers. At the same time, globalization has also brought to the
forefront the need for guidance and decision-making in order to deal with these new challenges
and opportunities. Since countries and economies are more interdependent and linked than
ever before, individual states are unable to provide effective governance in the era of globalization. Thus, globalization has put traditional state-based governance arrangements on shaky
ground, as the ability of individual countries to solitarily address issues has greatly diminished.
1
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For example, Cooper [1968, p. 262, cited in Lake, 2006, p. 769] concludes that “[globalization] is prompting significant shifts in sites of political authority, upwards to newly empowered
supranational institutions, downwards to revitalized regions, provinces and municipalities, and
laterally to private corporations and non-governmental organizations that acquire public responsibilities.” With the state struggling, the need for governance bodies to provide guidelines
and rules for the conduct of (economic) transactions has never been more apparent.
The need for governance upwards from the state has resulted in a number of bodies that
together have created a multilayered governance structure. First, several international organizations were founded in the aftermath of World War II, most importantly the United Nations
(UN) and its “family” of specialized agencies that coordinate through the Economic and Social Council (ECOSOC), including the International Monetary Fund (IMF), the World Bank
(WB), the World Health Organization (WHO) and the International Labour Organization
(ILO). Second, certain initiatives have been taken at the regional level. Regional partnerships
and collaborations are, in general, more likely to perform well due to more homogeneous preferences with regard to expected policy outcomes. The most integrated regional organization is
the European Union (EU), where members have integrated as far as sharing a single market
and a single currency (for the eurozone members). Other examples include the Association of
Southeast Asian Nations (ASEAN) and the Caribbean Community (CARICOM). Third, some
looser and more informal bodies have been established. There exists a vast variety of the latter
type. This article pays particular attention to the club-like entities. These bodies are informal
and characterized by the lack of a constituent instrument, formal voting mechanisms or legally
binding decisions. Recent decades have witnessed the rise of several of these club-like bodies,
such as the Group of 20 (G20) and the BRICS grouping of Brazil, Russia, India, China and
South Africa (for an extensive overview and characterization, see Wouters and Van Kerckhoven
[2017a]).
All of these governance bodies perform certain functions that could result in more welfare,
both at the global and at the national level; they increase the number of interactions between
participants, they provide a forum for bargaining and information transmission, they limit the
transaction costs of conducting international business, they can punish participants that deviate from the cooperative outcome and they can deliver selective benefits to parties that behave
cooperatively [Van Kerckhoven, Crombez, 2015].
This article asks how the EU, as the most developed regional organization and as one of
the strongest global economic players, deals with global summitry of club-like entities such as
the G20 and the BRICS. In doing so, we take into account the EU’s approach to global governance based on the concept of effective multilateralism, considering in particular how it has been
challenged by the rise of the G20 and the BRICS.
Section 2 discusses the rise of global cooperation and provides an overview of the most
significant developments in the evolution of the EU, the G20 and the BRICS. It pays particular
attention to the similar challenges these bodies have faced. Section 3 explores the relationship
between the EU and the G20. Section 4 does the same with respect to the BRICS. Section 5
outlines how the G20 and the BRICS challenge the traditional EU approach to global affairs.
Section 6 reviews the EU’s current strategies and develops some recommendations for the EU
with a view to a more strategic approach to the G20 and the BRICS. The article ends with a
short conclusion.
This article builds on existing literature in the field and adds to this an in-depth investigation of recent sources and the 2016 EU Global Strategy on Foreign and Security Policy. While
descriptive in nature, it aims to provide a critical reflection on the position of the EU with regards to the rising importance of informal bodies such as the G20 and the BRICS.
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The Rise of Cooperation
Cooperation can help to address the challenges arising in a global environment. At the same
time, cooperation ensures that certain benefits can be attained. As a result, international cooperation has resulted in the establishment of a wide variety of institutions in recent decades.
This section focuses on two of the most peculiar changes in the development of international
organizations, namely the fast and deep integration of the EU and the rise of cooperation in informal bodies comprised both of global powerhouses in the G20 and developing power centres
in the BRICS. It illustrates the similarities in the drivers of cooperation in these developments,
as well as the similar challenges these bodies have confronted in recent years.
The EU, the G20 and the BRICS mark, each in their own way, a changing world order in
which states cooperate ever more closely in order to tackle transnational challenges.
The EU was founded on the idea that cooperation could prevent European nations from
finding themselves at war again. EU cooperation deepened thereafter from the European Coal
and Steel Community (ECSC) with an original membership of six states and a focus on “making war not only unthinkable but also materially impossible” [Schuman, 1950], to an integrated Union of 28 states, although after the Brexit vote in the United Kingdom, the UK is expected
to leave the EU in 2019. Due to the varying speeds at which integration took place in different
issue fields, the EU has been granted exclusive competences in some areas but not in others; the
most spectacular cases are trade policy, which has made the EU the world’s largest trading bloc
with the European Commission as a single negotiator, and monetary policy, resulting in 19 EU
members sharing the euro as their common currency.
The G20 was created in order to address a different challenge. It emerged at the end of
the 1990s in order to promote informal dialogue among 20 systemically important economies
on a wide range of economic and financial issues [Kirton, 2013]. More specifically, the G20
was established as a forum of finance ministers and central bank governors in order to combat
the Asian financial crisis. It was elevated to the level of heads of state and government in 2008
in response to the financial crisis which had broken out in the U.S. and Europe [Wouters,
Van Kerckhoven, 2011].2 Equally important, the G20 aims to enhance cooperation between its
members in order “to achieve stable and sustainable world economic growth that benefits all”
[G20, 2008].
A related informal body that brings together a handful of the G20 members in a different
setting is the BRICS grouping of Brazil, Russia, India, China and South Africa. In 2009, the
leaders of these emerging economies (excluding South Africa) gathered together in Yekaterinburg and held the first BRIC summit. The goal was to discuss proposals to improve the state
of the global economy, reform of financial institutions and to foster cooperation and coordination between emerging economies in the future. In 2010, after the entry of South Africa, the
grouping was renamed for the third summit to BRICS. The BRICS has discussed an increasing variety of topics; its summit declarations clearly demonstrate that the agenda has continuously grown with new issues included every year. The group “has evolved its global governance
functions, moving from its focus on deliberation to direction-setting, decision-making, delivery and the development of BRICS governance institutions” [Larionova, Kirton, 2012]. Their
most remarkable achievement so far is the foundation of the New Development Bank (NDB)
which can be considered a partial alternative to the World Bank and the IMF (for more on this,
see Lesage et al., 2013; Wouters, Van Kerckhoven, 2013). So far, there have been nine annual
2
The Group of Twenty: A History. Available at: http://www.g20.utoronto.ca/docs/g20history.pdf (accessed 25 May 2018).
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BRICS summits. As the BRICS gathers together the most important emerging economies, its
summits carry a certain weight.
However different they are, the EU, the G20 and the BRICS thus have a shared ambition.
They all aim to promote coordination and steer decision-making. The EU, through its institutions, clearly steers the policies of its members. The G20 and the BRICS are also increasingly
steering the actions of their members. Consequently, these bodies can be considered steering
groups, although the EU is of course much more than that (more on this in Wouters and Van
Kerckhoven [2017a]).
The EU, the G20 and the BRICS have been shaped by the challenges they have historically encountered. Most importantly, the 2008 global financial crisis resulted in significant
changes for all three. Since then, the G20 has been elevated to become – as stated in the declaration of the Pittsburgh summit in September 2009 – the “premier forum for international economic cooperation.” Around the same time, beginning on 1 December 2009, the EU entered
its “post-Lisbon” era in which it seeks to play an expanded role on the global stage and exert
greater influence within international bodies. The financial and economic crisis, as well as the
responses to it, was an important driver for the emergence of the BRICS. In other words, the
financial and economic crisis gave greater momentum to all three bodies, highlighting the need
for coordinated and cooperative responses. More recently, the EU, the G20 and the BRICS
have faced new challenges as antiglobalism and nationalism have rendered integration and coordination contested and more problematic. The EU is tested by the decision of the UK to leave
the Union and the rise of populist and nationalist political groupings in several of its members.
The annexation of Crimea by Russia in March 2014 has divided the G20 into two groups, one
condemning the annexation,3 and the other siding with Russia or at least unwilling to criticize
it. Most of the BRICS members sided with Russia as often they challenge western liberal positions as a way to align themselves. As many of the BRICS members have been under Western
domination for quite some time, its members are highly suspicious of claims that sovereignty
can be trumped by so-called universal principles of the humanitarian and antiproliferation variety [Keck, 2014]. A further challenge is the election of Donald Trump as U.S. president. His
election and his political points of view clearly indicate a more antiglobalist approach, whereby
his “America first” foreign policy constrains global cooperation [Trump, 2011].

The EU’s Position Toward the G20
Europe is well represented at G20 meetings. A unique characteristic of European representation at the G20 is that the EU itself is a member of the G20, which is not the case in most
other international organizations and fora, with the World Trade Organization (WTO) being
a notable exception. Moreover, several individual EU members have a seat at the table of the
G20 – France, Germany, Italy and the United Kingdom.
The EU sees the G20 as a useful vehicle for promoting global cooperation [European
Commission, 2009]. Starting in 2008, when the G20 was elevated to the level of heads of state
and government, the Commission has pushed for increased global cooperation in order to
address the flaws of the international financial system and to mitigate the fallout of the crisis.
From the perspective of the EU, the G20 forms a venue in which the EU can try to persuade
other countries to adopt similar regulatory reforms. This helps to solve the issue of negative externalities (beggar-thy-neighbour policies) and to prevent the outbreak of future crises. Moreover, the EU needs to align itself with world-wide policies as this makes its own response more
3
There were calls to suspend Russia from the G20 meeting in Brisbane. This never happened, but Russia
was suspended from the Group of 8 (G8) [Wouters, Van Kerckhoven, 2014, 2017b].
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effective [European Commission, 2010]. The G20’s process and decisions have a strong influence on decisions taken at the European level [Wouters, Van Kerckhoven, 2011b]. The EU has
been one of the best “students” among the G20 members in following up on and implementing
G20 decisions. This also allows the EU to move faster internally; when a regulatory issue is
elevated to the G20 level and agreed there, opposition from EU members often becomes much
more difficult. The EU and the G20 thus have the potential to further each other’s agendas.
Coordinating the response to the crisis through the G20 and its associated bodies, including
the Financial Stability Board (FSB), has often benefited the EU, which has been able to successfully put many of its proposals on the G20’s agenda. Because the EU also implements the
commitments made at the G20, its voice within that body is further enhanced.
Moreover, the EU consistently refers to G20 commitments in its legislation and policy
documents, demonstrating that it takes these commitments seriously [Wouters, Van Kerckhoven, Odermatt, 2013]. In some fields, such as banking regulation, the EU has been a frontrunner. In other areas, such as the regulation of over-the-counter (OTC) derivatives, the EU
has lagged behind other G20 members in fulfilling its commitments. However, there is a more
problematic side to the relationship between the EU and the G20. There is neither a policy nor
legal basis regarding European external representation at the G20. Consequently, EU members
at the G20 can deviate from the “agreed language” established in preparation for G20 summits
in order to represent their national interests. Moreover, as the four largest EU members also
have an individual seat at the G20 table they can override smaller EU members who are deprived of direct influence at the G20 and also have less ability to define the “agreed language.”
These issues have proven to be problematic as some EU members have at times stated divergent
positions, as in the case of the UK. Indeed, cooperation between the UK and the other EU
members who are also members of the G20 is no longer a given after the Brexit vote, a reality
that became clear during the Group of 7 (G7) foreign ministers meeting in Lucca on 11 April
2017. At this meeting, the UK proposed additional sanctions against Russia, but this proposal
was resisted by Italy and Germany and failed to make it into the final communiqué. One of the
open questions for the future is whether the UK will continue to play in line with the European
bloc, or move closer toward its transatlantic partner(s). The fact that the other three EU members of the G20 delivered a joint declaration condemning the U.S.’s decision to leave the Paris
Agreement without receiving support from UK Prime Minister Theresa May possibly illustrates
some new tendencies.
Moschella and Quaglia [2016] have studied the issue of EU cohesiveness in the G20. Interestingly, they found that preference homogeneity was not a necessary condition for EU cohesiveness, and that medium levels of cohesiveness materialized even on issues and at times
when the economic preferences of the large members were fundamentally different, provided
that the issues under negotiation were not politically salient. Of course, this claim might not
hold in a post-Brexit world.
Not only does the EU have to worry about internal cohesiveness to push its agenda forward, it also needs to consider the preferences of the G20’s 15 non-EU members. These members do not always have the same priorities as the EU, so the latter needs to reach out to them.
However, due to current events in international relations – the issues with Russia, the election
of Donald Trump, Brexit – some EU leaders feel closer cooperation between EU members
should be preferred over outreach to global partners. German Chancellor Merkel, for example,
has noted that the EU should become a stronger block in light of Brexit and Trump’s take on
the Paris Agreement on Climate Change [Chase, 2017]. However, she continued to stress the
need for the G20 as a useful instrument for global change.
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As noted, the G20’s agenda has influenced the EU. The EU has also urged the G20 to take
action with regard to pressing issues in global affairs. The EU has done so particularly when
these issues had serious consequences or impact on the EU itself. For example, the EU urged
the G20 to help with the influx of refugees into Europe. In this instance, the EU asked G20
leaders to increase their support in dealing with the 65 million refugees in the world [Valero,
2016]. The EU also called upon the G20 to explore a global financial transactions tax [Reuters,
2010], to continue working on climate change (by, for example, urging other G20 countries to
make their climate goals public [AP, 2015]), and to undertake actions with regard to terrorist
threats [Unian, 2015].

The EU’s Position Toward the BRICS
While no EU states are members of the BRICS, several of the BRICS members are important
to Europe due to the integration of their economies with European economies, as well as their
growing political clout. Clearly, the BRICS has been realizing impressive growth numbers, in
particular with regard to trade and investment, and its members have gotten back on their feet
much quicker than the other G20 members after the 2008 financial and economic crisis [Wouters, Van Kerckhoven, 2017c]. For example, with regard to trade it has been found that the EU
plays a more important role in BRICS trade than vice versa, and that the EU has trade deficits
with all BRICS members except India. With regard to foreign direct investment (FDI), the
EU is among the main investors in each of the BRICS countries and the dominant investor in
Brazil and Russia. According to Eurostat, the EU provided on average 53% and 57% of the FDI
inflows in Brazil and Russia, respectively (2004–2007 average) [European Commission, 2014].
Knowledge ties between each of the BRICS countries and the EU have become stronger. The
impressive pace of economic growth in China, and to a lesser extent in India, has resulted in an
increase in their relative importance with respect to the EU, in turn outpacing the traditional
privileged position of Russia [European Commission, 2014]. This reinforces their economic
and political power, and makes them important partners for the EU if it is to continue playing
a global role. The BRICS is playing an increasingly important role at the global level. It has
become a hub for trade and even development.
Reflecting on the major differences between the five BRICS members, the intensification
of their relations does not mean that they systematically form a bloc. It is debatable whether the
BRICS countries have anything more in common than their size and economic potential. The
structures of the five economies are very different, with Brazil and South Africa specializing
in agriculture, Russia in commodities, India in services and China in manufacturing. At the
same time, the BRICS members are in competition with each other to maintain high growth
numbers. However, they share a similar ambition, namely to promote the G20 and other new
multilateral settings as international fora and to counter what they perceive to be an undemocratic and unjust multilateral order dominated by the West [Freire, 2017].
The EU still has to come to grips with dealing more closely with the BRICS (see section 6). EU documents do not mention the BRICS as such, although they do address individual
BRICS members. Conversely, BRICS summit declarations do not pay attention to the EU. An
interesting development in this respect is that the last BRICS summit in Xiamen focused on
BRICS+. The Chinese host took the initiative to also invite Mexico, Egypt, the president of the
African Union, Equatorial Guinea, the president of the Group of 77, Thailand and Tajikistan.
Interestingly, the BRICS reached out to Europe as well. On 12 September 2016, the embassies of BRICS countries in Brussels organized a conference on the global role of the BRICS.
Moreover, the Director General for Bilateral Affairs of Belgium’s Foreign Ministry publicly
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suggested inviting the EU to future BRICS gatherings [Jing, 2017]. However, the EU has until
recently considered the BRICS countries to be unable to act together on any major global issue.
This might partly explain the lack of a grand EU strategy. However, the establishment of the
NDB and the increasing cooperation between the BRICS might alter this view.

How the G20 and the BRICS Challenge
the EU’s Approach of Effective Multilateralism
The EU has a particular approach with regard to its conduct in international affairs. As its international actions are guided by Article 21 of the Treaty on European Union, they should be
based on core principles of the Union such as democracy, the rule of law, the universality and
indivisibility of human rights and fundamental freedoms, and respect for the principles of the
United Nations Charter and international law. As stated in the same article, the EU seeks to develop relations and build partnerships with third countries and international, regional or global
organizations that share these principles.
This position on multilateralism often goes hand in hand with a focus on rules. The EU’s
doctrine of “effective multilateralism” leads to the EU favouring legally binding commitments
and strong international regimes. These legally binding outcomes and their instruments should
not only cover economic policies but also related domains such as environmental and social
policy. At the same time, the EU’s commitment to promoting the aforementioned principles
implies that, from its perspective, these principles are not seen not as breaching national sovereignty but rather as prerequisites for sustainable cooperation [Wouters et al., 2012]. The G20
and the BRICS do not necessarily abide by the EU’s multilateral approach – to some extent
they even challenge it.
This observation warrants a closer look at how the G20 challenges the EU approach. In
the European understanding, the legitimacy of the G20 rests on its contribution to fostering
global public goods such as sustainable and inclusive growth, open trade, socioeconomic progress and protection of the environment and climate. This belief is reinforced by the multiple
side fora surrounding G20 summits that engage a wide variety of non-state actors such as businesses, women’s groups, scientific establishments, youth associations, think tanks and more.
These are often applauded for providing analyses and recommendations to the main summit
and fit closely with the EU’s view of how global governance should work.4 But in the eyes of
many other large players participating in the club, the G20 is not about legitimacy, but power.
For them, the raison d’être of the G20 is probably not to reach agreements on some common
good. Rather, it is just another platform for great power interests and preferences, balancing
competing claims and ambitions, and focused on extracting concessions from other participants [European Council of Foreign Relations, 2017]. The position of several G20 members is
therefore not exactly in line with the EU approach.
This is even more apparent among the emerging economies present at the G20 which have
gathered in the BRICS. The BRICS members do sometimes rally around anti-Western claims,
but they are not defined by this policy stance. Their greatest ambition is to realize a more inclusive and just international order that challenges the dominance of western neoliberalism. In
contrast, members of the BRICS have also shown a willingness to integrate and recognize the
current international order provided they are given a fair position within it [Freire, 2017]. Due
to their recent rise in economic and political power, the BRICS members perceive themselves
as increasingly on par with other global powers and want to see this acknowledged.
4
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At the same time, they support multilateralism – but a version based on fundamentally
different principles. Presumably encouraged by their recent success, they prioritize economic
growth and development and are reluctant to let the economy be restricted by concerns that Europeans consider important, such as the environment, social protection or human rights. At the
same time, and no doubt due to the history of colonization that some BRICS members share,
they are wary of an overarching organization with strong decision-making powers. They prefer
decision-making by consensus, voluntary commitments and respect for national sovereignty
(see their decision to side with Russia over Crimea, for example). The BRICS is guided by “relational multilateralism,” a concept that builds on a preference for consensual decision-making,
voluntary engagement, a realist perspective on sovereignty and the absence of legally binding
commitments. Relational governance emphasizes the governance of relationships between actors; it is process-oriented, with the process considered a collection of ongoing complex relations [Qin, 2011]. This relations-oriented form of multilateralism is often more attractive to
developing countries since it focuses primarily on economic growth without the commitments
that come with the European approach of effective multilateralism and fundamental values.
Relationship-based multilateralism, with its focus on consensus and coordination rather
than developing fixed rules, has proven to be rather successful as well. It has been able to inform
and change national policies, and has also had an impact on the global scale where it allowed
the BRICS countries to coordinate positions in order to challenge the voting shares in the traditional Bretton Woods organizations [Keukeleire, Hooijmaaijers, 2014]. Another example is the
2009 Copenhagen Conference on Climate Change. Over the months preceding the conference,
the EU met with several of its “strategic partners.” The joint declarations after these meetings
gave the impression that the EU and its partners were working toward finding common ground,
despite their diverging approaches. But, during the Copenhagen conference, the strategic partners completely sidelined the EU and its position on the future of the climate change regime
[Keukeleire, Bruyninckx, 2011]. Noteworthy in this respect is that in Copenhagen, the BRICS
was replaced by the BASIC grouping of Brazil, South Africa, India and China which fought
for higher carbon emissions allowances. Russia sat with the Europeans, quietly supporting the
Kyoto Protocol, which allows Russia to sell significant emission rights due to the fact that greater industrial efficiency ensures that Soviet-era carbon emissions levels will not be reached in the
future. This again shows that the BRICS is not always a strong, unified bloc.

The Need for a Revised EU Strategy to Deal
with International Informal Bodies
For quite a while the EU did not have a real strategy to deal with informal bodies such as the
G20 and the BRICS. At the same time, the rise of both these fora challenged the EU’s effective multilateralism approach. This section investigates to what extent the EU’s current global
strategy allows the EU to more appropriately deal with the G20/BRICS.
EU Global Strategy
The EU Global Strategy on Foreign and Security Policy adopted in June 2016, entitled
“Shared Vision, Common Action: A Stronger Europe,” lays out the EU’s approach as an international actor. The global strategy reiterates and reinforces the EU’s defence of a liberal rulesbased order, with more pragmatic nuances [Larik, 2017].
However, the strategy does not pay much attention to the rise of informal bodies such as
the G20 and the BRICS. The document mentions the G20 once, and only in passing. It notes
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that “on humanitarian action, sustainable development and climate change, the EU will partner with the UN and the G20” [European Union, 2016, p. 43]. The strategy does not include
any substantive statements regarding the G20, even with respect to economic decision-making.
The same holds true for the BRICS. BRICS summitry is not mentioned as such, although some
BRICS members are. With regard to Russia, it is condemned for its breach of international law
with the annexation of Crimea, but managing the EU-Russia relationship is deemed a key strategic challenge such that the EU will engage with Russia to discuss disagreements and cooperate if and when interests overlap [Ibid., p. 33]. As for China, the document states that the EU
will engage China based on respect for rule of law, both domestically and internationally [Ibid.,
p. 37]. It further states that the EU will engage with China and India when it comes to fostering trade and maritime security [Ibid., pp. 38–41]. Brazil and South Africa, however, are not
mentioned. In short, the EU’s global strategy completely fails to address the rising importance
of the G20, the BRICS and the emerging economies.
Strategic Partnerships
The EU has also pursued strategic partnerships with BRICS members. The preference
for bilateral partnerships can partly be explained by the particular institutional setup of the EU.
Each EU member retains decision-making authority in foreign policy, security and defence.
This means that, whereas trade agreements follow commonly agreed-upon rules and procedures, political decisions about international relations and EU engagement with the BRICS/
G20 are the result of a consensus forged among EU members regarding a strategic approach.
With regard to the G20, the EU has introduced strategic partnerships with the nonEuropean G20 members with the exception of Argentina, with whom negotiations are carried
out in the context of the EU-Mercosur Agreement, and Saudi Arabia, with whom negotiations
are carried out in the context of the Cooperation Council for the Arab States of the Gulf.
The issues with the institutional setup of the EU are most obvious when dealing with the
BRICS. Various EU members have differing views and policy preferences when dealing with
BRICS members. Some members share a border with Russia and are dependent on Russia for
their energy, thus making an EU strategy to deal with Russia extremely important for these
countries. Moreover, some members have little interest in developing a detailed and encompassing strategy toward Brazil or South Africa as these countries may not appear be interesting
counterparts at the moment, and uncertainty remains regarding their future prospects.
Since 2003, when the European Security Strategy (ESS) – the predecessor to the 2016 EU
Global Strategy on Foreign and Security Policy – was adopted, the EU entered into strategic
partnerships with all of the current BRICS countries, starting with China and Russia in 2003,
followed by India in 2004 and Brazil and South Africa in 2007. In doing so, the Union displayed
its desire to further cooperate with individual BRICS countries on key global challenges. These
strategic partnerships are defined by the EU as building blocks of an effective multilateral order,
with the UN at its apex [European Council, 2008]. In general, the formal relations with these
five emerging countries follow the same pattern, although it may be more accurate to speak
about “differentiated strategic partnerships” (see the overview in Sautenet [2012]). The partnerships include trade but encompass other issues such as energy, global warming and foreign
and security policies. They also result in annual summits (or in the case of Russia, biannual
summits), ministerial meetings as well as sectoral dialogues between EU officials and representatives of these third countries [Keukeleire, Hooijmaaijers, 2014]. However, the strategic
partnerships of the EU with Brazil, China, India, Russia and South Africa have not helped to
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overcome divergences of views and interests between the EU and these emerging powers [Renard, Biscop, 2012].
The question arises whether the EU’s approach should only consist of bilateral partnerships with the different BRICS members, or whether it should also work toward a consistent
approach to the BRICS as a group. As indicated before, the 2009 Copenhagen Conference on
Climate Change saw the EU sidelined, making the EU more aware of the bargaining power of
the BRICS. In 2011, a joint reflection paper by the European External Action Service and the
Commission, “Towards a Strengthened and Renewed EU Climate Diplomacy,” was the first
official document to draw attention to the bargaining power of the BRICS bloc in this field.
Interestingly, there have been calls for a more structured relationship between the EU and the
BRICS. Thus, the European parliament adopted on 20 December 2011 a resolution on the
foreign policy toward the BRICS and other emerging powers. This resolution, entitled “EU
Foreign Policy Towards the BRICS and Other Emerging Powers: Objectives and Strategies,”
stresses the need for multilateral governance and increased cooperation between the BRICS
and the EU.
However, for the time being a bilateral approach appears to be the main modus operandi
for EU–BRICS relations. This was exemplified in the February 2012 speech by then-HR/VP
Catherine Ashton on EU foreign policy toward the BRICS [2012] which sent a very clear message: the EU must treat the BRICS as individual countries through the respective strategic
partnerships.
The Need for a Fully-Fledged Strategy
Clearly, there is a case for developing a more comprehensive strategy for the EU to deal
with both the G20 and the BRICS.
With respect to G20 members, a deeper strategy might be less of an issue. Due to the fact
that the EU and several of its members are present at the G20, the EU clearly can steer some of
the discussions and has an impact on the proceedings of the G20. Moreover, as argued previously, the EU and its members work toward agreed language in anticipation of the G20 summits. A stand-alone strategy is thus less of an issue since the EU can adapt to the agenda and
has a strong influence in the proceedings.
As to the BRICS, the EU has not yet formulated a policy to respond to the BRICS’ growing influence and assertiveness. This merits further exploration; the agendas of the EU and the
BRICS have common goals, such as improved economic relations, increased development and
the creation of a more stable and secure international environment. At the same time, it can be
argued that whereas the EU aspires to become a global actor (as stated in its global strategy),
the BRICS members have – despite their diversity – already achieved global reach in terms of
geography, nature and economic size [Freire, 2017]. In light of the overall common agenda and
the potential for the BRICS to help the EU achieve its goals, a more coherent approach toward
the BRICS is needed.

Concluding Remarks
This article critically reviewed how the EU has dealt with the rise of informal bodies such as the
G20 and the BRICS. Both bodies have surfaced in recent years as steering groups in the global
economy. Compared to formal international organizations, they are characterized by a more
informal structure and a lack of legally binding decisions. The EU has been an active member in
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the G20 since the latter’s establishment. With regard to the BRICS, the EU is one of the most
important partners for the emerging economies represented in this forum.
The rise of informal club-like bodies such as the G20 and the BRICS challenges the EU’s
approach to the global order, rooted in effective multilateralism. The EU is in favour of a rulesbased approach toward international bodies with respect for European core values, including
issues such as the rule of law and human rights. Crucially, this approach is not shared by some
of the EU’s fellow G20 members, in particular those G20 members that make up the BRICS.
Nonetheless, the EU has developed a strategic partnership with each of these countries. However, these partnerships are purely bilateral, and a strategy for the EU to deal with the rise of
informal summitry is missing. This is exemplified by the EU’s 2016 global strategy document,
which only mentions the G20 once.
Seeing the particular challenges these bodies pose, a fully fledged EU strategy toward the
G20 and the BRICS should be developed. This might be particularly important for the Union’s
relations with the BRICS, which is no longer a loose grouping of emerging economies. Since
the EU is not represented in the BRICS, and since both share certain ambitions, closer cooperation could be extremely valuable. The development of a strategy to deal with these bodies
could also ensure that the EU is better able to push forward its core values at the global level.
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В статье рассматривается взаимодействие Европейского cоюза (ЕС) как наиболее развитой региональной организации и одного из сильнейших игроков мировой экономики с институтами «клубного» типа, такими как «Группа двадцати» и БРИКС. ЕС, «Группа двадцати» и БРИКС имеют схожие амбиции – все они стремятся решать
глобальные (или региональные) трансграничные проблемы путем расширения сотрудничества и координации на
международном уровне. Несмотря на то что ЕС является сторонником развития глобальных директивных органов, развитие неформальных органов управления ставит под сомнение подход ЕС к глобальному управлению,
который в значительной степени опирается на эффективный многосторонний подход и использование правил.
Поскольку некоторые из членов БРИКС и «Группы двадцати» поддерживают подход, основанный на отношениях, ориентированных на консенсус и координацию, эти неформальные организации бросают вызов европейскому
подходу. Требуется четкая европейская стратегия взаимодействия с неформальными организациями. В настоящее время у ЕС нет согласованного и последовательного подхода к решению данного вопроса. Об этом свидетельствует отсутствие каких-либо ссылок на БРИКС и лишь поверхностное упоминание «Группы двадцати»
в глобальной стратегии ЕС 2016 г., а также тот факт, что ЕС в настоящее время имеет только двусторонние стратегические партнерские отношения с большинством членов «Группы двадцати» и БРИКС. Авторы утверждают, что ЕС следует разработать полноценную стратегию в отношении «Группы двадцати» и БРИКС,
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Abstract
Trade growth has slowed since the global financial crisis. In 2016, growth in the volume of world trade was 1.9%,
down from the 2.8% increase registered in 2015. Imports to developed countries will be moderate in 2017, while
demand for imported goods in developing Asian economies could continue to rise. Despite rising imports into Asia,
the ratio of trade growth in the world has been lower than the ratio of global economic growth since 2013. Therefore,
many countries have tried to create bilateral, multilateral, regional and mega free trade agreements (FTAs) in order
to boost their trade volumes and economic growth. East Asian countries try to build regional FTAs and participate
in different mega FTAs such as the Regional Comprehensive Economic Partnership (RCEP) and the Trans-Pacific
Partnership (TPP). As a result, their economic interests are rather deeply divided and are related to political and
security issues in the East Asian context. At the same time, the protectionism led by the Trump administration in the
U.S. stands in contrast to the approach taken by East Asian countries. This paper deals with this development and
explores why the U.S. has turned from free and open trade toward so-called fair trade based on a policy of “America
first.” It also offers an analysis of the reasons for trade imbalances between the U.S. and Northeast Asian countries.
Finally, it evaluates how U.S. protectionism will affect mega FTAs as well as East Asian economic cooperation.
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Introduction
Global trade has contributed to rapid economic growth in the world since the second half of
the 20th century. However, growth in global trade has slowed particularly since the financial
crisis of 2008. The growth in the volume of world trade (goods and services) reached only 1.9%
in 2016 although its forecast was 2.8%. The World Trade Organization (WTO) forecasted that
the world trade volume would grow by 2.4% in 2017, while the International Monetary Fund
(IMF) projected a trade volume growth of 3.8% in the same year. The growth of global gross
domestic product (GDP) may rise by 3.4% in 2017 and it rose 3.1% last year. Deep uncertainty
1
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about near-term economic and policy developments increase the forecasted risk in 2017. The
slowdown in emerging markets was the main reason why global trade growth was lower than
expected in 2016. However, emerging markets, particularly in East Asia, are expected to return
to modest growth in 2017 [WTO, 2017а; IMF, 2017].
The volume of world trade in merchandise has tended to grow an average of 1.5 times
higher than the world GDP growth from 1981 to 2016. During the 1990s, it grew more than
twice higher. However, the ratio of trade growth to GDP growth has become more or less equal
since the global financial crisis. In 2016, the trade growth rate fell lower than the output rate for
the fourth time since 1981. For this reason, many countries have tried to create bilateral, multilateral, regional and mega FTAs in order to boost their trade volumes and economic growth
[WTO, 2017a] (Fig. 1).
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Source: [World Trade Organization (WTO), 2017b].

Trade patterns have changed dramatically, particularly in last two decades. First, the intensity of economic growth has shifted from the West to the East. Increasingly, global supply chains
have linked developed and developing countries, and emerging economies have accounted for
a majority of global economic growth since the global financial crisis. Second, regional trade
arrangements such as free trade agreements (FTAs) have proliferated on a global scale, but nowhere more so than in Asia [Hearn, Myers, 2015].
In 2016, there were 228 FTAs, and among them 147 were signed and in effect in the AsiaPacific region. There are 68 FTAs still in negotiation, five that have been signed but are not yet
in effect, and three that have been discontinued. All of these agreements are either bilateral or
multilateral. Singapore leads in terms of its participation in 33 FTAs and India follows with 28.
Three major East Asian countries – Korea with 25, Japan with 24 and China with 23 – play
significant roles in FTAs due to their national economic sizes and economic growth strategies
in the region [Asia Regional Integration Center, 2017].
However, it is becoming harder to complete FTAs either because of a lack of interest on
the part of government authorities or owing to the political difficulties during ratification by
legislative bodies. Despite this trend, the number of FTAs is still increasing, but rather slowly
compared with pace in the 1990s and 2000s. The number of new FTAs has dropped to approxi-
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mately 10% per year since the global financial crisis. At the same time, recent FTAs have tended
to have broader coverage in terms of goods and services and involve more countries, resulting in
the emergence of plurilateral and mega FTAs [Genereux, 2017] (Fig. 2).
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Source: [Genereux, 2017].

In addition to bilateral, multilateral and plurilateral FTAs, the Asia-Pacific region has
become the common ground for mega FTAs such as the Regional Comprehensive Economic
Partnership (RCEP) led officially by the Association of Southeast Asian Nations (ASEAN)
but practically by China, and the Trans-Pacific Partnership (TPP) led originally by the United
States. China is negotiating the RCEP with 10 ASEAN members and six nations with which
ASEAN has existing trade agreements. The ambition of the RCEP is to promote regional economic integration in East Asia. Among the 16 nations in the RCEP, seven nations were participating in the TPP as well. The TPP was intended to balance U.S. political and economic
interests against emerging Chinese influence in the region as a part of its global strategy.
The RCEP was expected to be completed by the end of 2016, but is still in process. It was
rescheduled for completion in 2017, a timeline pushed by China because it had already announced by President Xi that the free trade mechanism based on globalization would be protected at the World Economic Forum in 2017. However, the RCEP negotiations at the November 2017 Asia-Pacific Economic Cooperation (APEC) summit were not successful and the deal
has been delayed to 2018.The TPP faced turbulence after the Trump administration announced
its withdrawal from the proposed agreement in January 2017 despite the fact that 12 states had
already committed to the TPP in October 2016. As a result, the future of mega FTAs in the Asia
Pacific region has become unforeseeable particularly in the TPP. However, the remaining TPP
members signed on to a revised version of the agreement, the Comprehensive and Progressive
Agreement for Trans Pacific Partnership (CPTPP), in March 2018 [Graceffo, 2017; Nhan Dan,
2017; Mathieson, 2017; Financial Times, 2018].
Since the Trump administration took office in January 2017, U.S. protectionism in terms
of trade has become apparent in a new focus on creating jobs and attracting foreign direct investment (FDI) in the domestic market based on high tariffs for imported goods and tax reductions on exported goods. U.S. protectionism is based on mercantilist principles which regard
world trade as a game with winners and losers measured in terms of their trade balances. Therefore, the U.S. government is critical of China, Japan and Korea, and all free trade agreements
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such as the North American Free Trade Agreement (NAFTA) and the Korea-United States
(KORUS) FTA. Based on mercantilisms’ simplistic analytical framework, President Trump ordered withdrawal from the TPP and is seeking to renegotiate NAFTA and the KORUS. In line
with his policy, the U.S. government has considered punitive tariffs against China, while pressuring domestic firms to alter their economic decisions to invest abroad. In doing so, the U.S.
government has strongly signaled that it may reevaluate America’s role in the global economic
and geopolitical order [Genereux, 2017; Feinman, 2016; USTR, 2017a; USTR, 2017b].
This paper deals with U.S. protectionism in the Trump administration and explores the
shift from free and open trade toward so-called fair trade based on a protectionist policy of
“America first.” It also focuses on trade imbalances between the U.S. and Northeast Asian
countries and analyzes how such imbalances have developed. Finally, it considers how U.S.
protectionism under the Trump administration will affect mega FTAs in the Asia Pacific region
as well as East Asian economic cooperation. The paper draws on various research methods including a critical analysis of literature, an inference method and statistical analysis.

Theoretical Debates
Most mainstream economists would agree with the recent rebuttals to the skepticism about the
liberal trading order. However, because intellectual and political support for free trade in the
U.S. and elsewhere has weakened, protectionism has reemerged as a plausible option in many
countries, and particularly in the U.S. under the Trump administration.
Mainstream economic theory suggests that comparative advantages and economies of
scale create economic gains through economic efficiency. Tariffs lead to competitive tariff retaliation, which results in a massive shrinkage in foreign trade and decreased global economic
growth. Economic theory never claimed that free trade is good for all industries and all people.
However, the winners from free trade can afford to compensate the losers. As a result, everyone
could be made better off because the aggregate gains are positive [O’Rourke, Williamson, 2001;
Rosen, 2008].
Economic theory also says that resources will flow to more efficient uses. However, this
does not apply when governments and markets do not work well. In contrast, many East Asian
countries soared after a shift to market economics although it can be argued that they profited
not from the free trade, but from the export-led growth and high levels of protectionism. Compared to East Asian countries, sub-Saharan Africa has generated only low levels of economic
growth because its exports are mostly primary products, natural resources, intermediate goods
and people. Moreover, bitterness in Latin America about neoliberalism’s focus on free trade
and globalization caused a shift to the political left and more state intervention. As a result,
there is a perception in South America that global free trade based on globalization is unfair and
creates poverty instead of wealth [Lawrence, Weinstein, 1999; Ocampo, 2004].
Even in China there is a strong policy reorientation, particularly since the global financial
crisis, moving away from further global liberalization and toward bilateral and politically oriented FTA’s in Asia aimed at reducing U.S. influence in the region. Since the global financial
crisis, support for globalization world-wide has clearly declined, and dramatically so in the U.S.
[Hillebrand, Lewer, Zagardo, 2010; Chicago Council on Global Affairs, 2010a, 2010b].
Samuelson argued in 1972 that aggregate gains from trade are not necessarily positive for
all economies. He expanded his idea further to claim that economic growth in the rest of the
world can damage a country if it takes place in sectors that compete with its own comparatively
disadvantaged export sectors. As a result, a state’s relative and even absolute GDP per capita
can fall. Gomory and Baumol extended Samuelson’s theory and urged that there are several
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possible equilibria with vastly different outcomes for states in a free trading global economy.
They note that it is perfectly possible and even common for a state’s equilibrium trade outcome
to be less than that required for self-sufficiency; thus, good equilibria are often created rather
than bestowed by nature. Accordingly, states can do much to affect their trading outcomes, and
as a result they urged the U.S. to adopt protectionist measures [Samuelson, 2004; Gomory,
Baumol, 2009].
However, Bhagwati argues that Samuelson’s explanation cannot be used as a justification
for U.S. protectionism. He also denies Gomory and Baumol’s argument because, even while
true, the U.S. could not carry out effective industrial policies to remedy its trade outcome.
Krugman and Obsfeld support Bhagwati’s view that it is an empirical question rather than a fact
whether the growth of East Asian countries has actually hurt advanced countries, even while a
theoretical possibility still exists [Bhagwati, 2009; Krugman, Obsfeld, 2009].
Economists have developed theoretical models for free trade and estimated welfare gains
from reducing or eliminating trade barriers. In line with these models, Krugman and Broda and
Weinstein suggested that free trade benefits society through gains in overall quality and variety.
However, this standard static growth from free trade has left trade promoters quite vulnerable
because the static growth models consider only short-run partial equilibrium efficiency gains.
At the same time, the static models generate gains from a trade range between 0.5% and 2% of
GDP, which is not impressive [Krugman, 1997; Broda, Weinstein, 2006].
In order to deepen the findings of theoretical models regarding long-term efficiency gains
and the contribution of free trade to economic growth, economists have developed dynamic
models by estimating the impacts of trade liberalization used by cross-country regressions.
Using these models, Bradford, Greico and Hufbauer argued that the U.S. economy in 2005
could have been between $800 billion and $1.4 trillion larger without post-war trade liberalization. However, Acemoglu left the issue of trade and growth undecided; because various models
highlight both positive and negative effects of trade on economic growth, further empirical
work must be conducted. Accordingly, Lewer and Van den Berg pointed out that further development of dynamic models and additional empirical research are required. Additionally,
linkages between trade and technology as well as trade and institutional quality must be further
developed [Bradford, Greico, Hufbauer, 2006; Acemoglu, 2009; Lewer, Van den Berg, 2007;
Feenstra et al., 2009].
This paper adopts dynamic models despite the necessity of further development rather
than the static models because the former can explain the long-term benefits of free trade more
precisely than the latter. Accordingly, the conservative dualism of trade theory explains why
U.S. protectionism has emerged since the global financial crisis and it captures the trade policy
of the Trump administration better than any other theoretical background. However, it has
limitations regarding its contribution to sustainable global economic growth. The dynamic
models based on long-term efficiency gains and economic growth can correct the direction of
protectionism toward free trade. Furthermore, it also provides an explanation of why the trade
imbalance between the U.S. and East Asian countries has taken place in general and widened
in 21st century in particular [Dunn, 2015].

Globalization and U.S. Protectionism
Background
World trade has played a significant role in global economic growth and globalization
since World War II. However, it has slowed substantially, particularly since the global financial
crisis in 2008. It grew an average of 16% per year from 2003 to 2008 – this is a fairly high growth
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rate. However, world trade in merchandise dropped to 1.5% per year from 2010 to 2015, while
world trade in services declined from 15% to 4.4% during the same period [WTO, 2016].
Several years of relatively high economic growth prior to the global financial crisis and
large income inequality after the crisis contributed to the emergence of political populism in
the EU and the U.S., resulting in the Brexit referendum in the UK and the Trump administration in the United States. Paradoxically, pro-globalization leaders such as the U.S. and the UK
turned to a deglobalization process based on protectionism. As a result, the world is witnessing
a combination of economic and political risks at present that could severely affect the global
economy. Many states, particularly in East Asia, have begun to fear the deglobalization movement and accompanying protectionist sentiment because these policy shifts could have negative
impacts on their national economic growth strategies.
The globalization trend can be measured by observing key economic indicators such as
trade volume and flows and FDI. Furthermore, the application of tariff and nontariff barriers
on trade is also a useful tool to measure the trend. On the contrary, restrictions imposed by
governments on labour movements and national policies to encourage the purchase of local
products are regarded as reflections of the deglobalization trend [Basu Das, 2017].
The Globalization Trend in the World Economy
Globalization of the world economy has contributed to increasing integration of world’s
labour, product and capital markets within a rules-based system represented by high world trade
growth and global FDI flows over the past five decades. The globalization trend is not new; the
first wave of globalization occurred from the mid-19th to the early-20th century. During this
period, the impact of globalization was visible on many levels. International trade increased
sharply at the same time as the share of GDP for trade in many countries also grew. The rapid
growth of world trade was related to declining transportation costs and tariffs which eliminated
cross-border price differences on many basic commodities. As a result, markets became truly
global. Additionally, labour mobility surged from the labour-abundant and resource-poor European periphery – Ireland, Italy, Austria-Hungary, Russia and Scandinavia – to the labourscarce and resource-abundant new world – the U.S., Canada, Australia, Argentina and Brazil
[Maddison, 2001; Feinman, 2016].
Moreover, capital flows also increased from wealthy European countries such as the UK,
France and Germany to the new world that generated large current account surpluses and channeled nearly half of domestic savings abroad. These capital flows were mostly in the form of
portfolio investments to finance infrastructure projects such as canals, railroads and mines in
the new world which reinforced migration. Based on such strong capital investment across the
Atlantic, capital markets became more global. As a result, the price difference between comparable bonds traded in London and New York largely disappeared particularly after the first
trans-Atlantic cable in 1866 [Garbade, Silber, 1978] (Fig. 3).
These powerful globalization forces united many parts of the global economy between the
Atlantic and Oceania. Free trade, capital flows and international migration provided countries
with the benefits of specialization and distributed resources where they were most needed and
where they would earn the highest returns. In fact, globalization allowed all countries that were
able to take part in the international system to benefit freely. At the same time, it also contributed to income convergence across countries which allowed poor countries to grow quickly.
However, globalization also created negative impacts that widened income inequality within wealthier countries and caused real income to fall in poor countries in the Atlantic areas
[O’Rourke, Williamson, 2001].
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Fig. 3. Net Migration and Real Wages between Europe and the New World (1870–1913)
Note. European periphery refers to Ireland, Italy, Portugal, Spain and Scandinavia; European core
refers to the UK, France, Germany, Netherlands and Belgium; New world refers to the U.S., Canada,
Australia, Argentina and Brazil.
Source: [O’Rourke, Williamson, 2001].

Due to these distributional effects, a strong political backlash against globalization took
place. As a result, political pressure increased to roll back globalization, although the integrated
world based on technologies was not abolished. The U.S., particularly the industrialized north,
started to raise tariffs in order to increase revenues during the Civil War and kept them high for
decades. Even in the UK, high tariffs were imposed in the early-20th century when the UK’s
industrial bases started to be challenged from abroad. The main impetus for the political backlash was pressure from a working class that had begun to gain political power. The native working class was threatened by the influx of immigrants, which resulted in the anti-globalization
movement. Ultimately, the first era of globalization collapsed with World War I in 1914 and the
Great Depression in 1929 after which countries raised tariffs to autarkic levels, imposed rigid
control on capital flows and restricted immigration [Higham, 1955; Feinman, 2016].
The U.S. tried to restore an open and integrated global economic order by creating supranational organizations such as IMF, the World Bank and the General Agreement on Tariff
and Trade (GATT) after World War II. These organizations aimed at coordinating policies,
supporting economic growth and supervising the transition away from protectionism, while the
U.S. dollar became the key currency in a fixed exchange rate system based on the gold standard
and later in a floating exchange rate system. Tariff and nontariff barriers were reduced, immigration restrictions were eased and capital controls were lifted. The end of the Cold War gave
a major boost to this second wave of globalization as many formerly closed economies such as
China, India and Eastern Europe liberalized their economies and joined the global economic
system by adopting standards established by the WTO [Feinman, 2016].
Since the establishment of the WTO in 1995, the global trade of goods increased significantly. The total volume of global trade of goods accounted for $5 trillion in 1995 and
increased almost fourfold to $18.5 trillion in 2014. At the same time, global trade contributed
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substantially to economic growth. Global trade and global GDP are closely correlated. As
global trade grows, a higher global GDP is generated. Periodically, global trade increased by
an average of 7% while the global GDP grew an average of 3.4% between 1995 and 2000. These
changed 5% and 2.9% respectively between 2000 and 2005, and 3.5% and 2.3% between 2005
and 2010. It declined further and they both made parity in 2014 with 2.5% growth [WTO, 2015,
2016] (Fig. 4).
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Fig. 4. Global Trade of Goods (1995–2015)
Source: [WTO, 2016].

Capital investment shows the same trend as global trade in the same period. Global FDI
net inflows increased from around $320 billion in 1995 to $3.1 trillion in 2007. They declined
from this peak to $1.8 trillion in 2014 and increased to $2.2 trillion in 2015 – this represents a
nearly sevenfold expansion from 1995 to 2015. The share of global FDI in global GDP accounted for 1.1% in 1995 and increased to 5.2% in 2007. The global FDI net inflows reached a peak
in that year and then declined to 2.2% in 2009 due to the global financial crisis. They increased
slightly to 2.2% in 2014 and to 2.8% in 2015. Capital investment and global trade are correlated
as well. When capital investment increased sharply in 2000 and 2007, global trade also started to
increase rapidly after 2003. There was a downturn in 2009 due to the strong impact of the global
financial crisis on the global economy [World Bank, 2017] (Fig. 5).
Increasing global trade and FDI net inflows have made possible the significant reduction of tariff rates, particularly since the new global trade system enforced by the WTO began
in 1995. Since then, the weighted mean for tariff rates in all products declined from 33.96% in
1996 to 2.88% in 2012. Of note is the significant one-year decline in tariff rates from 33.96% in
1996 to 5.34% in 1997, no doubt a result of the WTO’s impact. Since then, the tariff rate has
reduced continuously but more moderately [World Bank, 2017] (Fig. 6).
Although tariffs have been reduced continuously, nontariff barriers have remained. Political leaders worldwide became concerned about the global trading system after the global
financial crisis that caused both developed and developing economies to experience a simultaneous downturn. The number of unemployed people in the world increased from 14 million to

83

INTERNATIONAL ORGANISATIONS RESEARCH JOURNAL. Vol. 13. No 2 (2018)

38 million in 2009 and caused income inequality and political instability in many nations.
In these circumstances, strong protectionist sentiments emerged. G20 leaders agreed to fight
against protectionism in the 2008 Washington summit but paradoxically, large G20 economies
such as the U.S., Russia, India, Brazil, Japan and the UK were applying the most trade-restrictive measures by 2015 – the number of discriminatory measures applied in 2015 increased 50%
from 2014. This trend indicates that protectionism has emerged recently rather strongly [Park,
2016; Basu Das, 2017] (Fig. 7 and Table 1).
Share of Global GDP
6
5.2

5
4.4

2.2

2015

2013

2011

2010

2009

2008

2007

2.8

2.6

2.7

2.2

2005

2003

2002

2001

2000

1999

1998

1995

0

1996

1.1

2.2

1.8

1.5

1.2

1997

1

2.1

2004

2.4

2.2

3
2.7

2014

3

2

3.8

3.2

2006

3

4.2

2012

4

Fig. 5. Trend of Global FDI Net Inflows (1995–2015)
Source: [World Bank, 2017].

Tari Rate
40

33.96

35
30
25
20
15

Fig. 6. Trend of Tariff Rates (1995–2015, %)
Source: [World Bank, 2017].

84

2015

2014

2013

2012

2.88

2011

2010

2009

2008

2007

2006

2005

3.72 3.84 3.66 3.08 2.84 2.98 2.99 3.07 2.69

2004

2001

2000

1999

1998

1997

1996

0

1995

5

2003

5.34 4.79 4.65 4.39 5.03

2002

10

NEW AGENDA FOR GLOBAL GOVERNANCE

Discriminatory

Liberalizing

Total

1200
1000
800
600
400
200
0
2009

2010

2011

2012

2013

2014

2015

Fig. 7. Number of Implemented Measures in the World
Source: [Global Trade Alert, 2016].
Table 1. Major Countries Imposing Discriminatory Measures in 2015
Rank

Countries

No. of Measures Imposed
in 2015

Share of World Imports
in 2014

1

U.S.

90

13.5

2

Russia

86

1.6

3

India

67

2.6

4

Brazil

42

1.3

5

Indonesia

42

1.0

6

Argentina

36

0.4

7

Japan

36

4.5

8

UK

36

3.8

9

Italy

34

2.6

10

Canada

27

2.6

Source: [Global Trade Alert, 2016].

U.S. Protectionism
Protectionist sentiments reemerged in 2015 led by the U.S. – the largest economy in the
world – and have severely affected global economies. Protectionist trade policy has always existed, even in the global free trade system. Although tariffs on trade in advanced and developing
countries have declined continuously since the 1980s, nontariff barriers started to increase in the
1990s. U.S. protectionism is regarded as in line with this trend. U.S. protectionism has a significant impact on the global economy due to its economic size compared with other economies.
Therefore, it is wise to investigate three major reasons for the increase in U.S. protectionism.
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The first reason for increasing U.S. protectionism may be that income and distribution inequality in the U.S. has risen since the 2000s. Economists are not sure yet whether free trade has
created this income inequality. Some economists argue that free trade caused only about 20%
of the increase in inequality in the 1970s and 1980s when U.S. trade was mostly North-North.
However, the shift of trade relations to a North-South pattern in the 1990s has caused a negative
impact on the wages of low-skill workers in the United States. Whatever the cause of this rise in
inequality, the fact is that the average of the real wage of production per hour has been stagnant
since the 1980s. As a result, the wage increase in production has lagged behind growth in real
GDP per capita. Moreover, the share of pretax income in the top 1% increased from 10.5% in
1980 to over 20% in 2015, while its share of bottom 50% declined from 20.5% to 13% during
the same period. The U.S. is the most unequal nation among the advanced countries based on
a Gini index that increased to 0.38 in 2014 [Krugman, 2008; ERP, 2009; Hillebrand, Lewer,
Zagardo, 2010; OECD, 2014; Piketty, 2014; Alvaredo et al., 2017] (Fig. 8).
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Fig. 8. Share of Pretax Income in the U.S. (1980–2015)
Source: [Alvaredo et al., 2017].

The second reason may be the rise of East Asia and its changed trade relationships with
the United States. The East Asian economy has grown since World War II even without the
Marshall Plan that had redeveloped Western Europe. It has been mostly developed by trade
expansion based on comparative competitiveness. Certainly the U.S. market has also played a
significant role for the rapid development of the East Asian economy. Japan’s economy developed first during the 1960s and 1970s. The four Asian tigers – Hong Kong, Singapore, South
Korea and Taiwan – followed during the 1980s and 1990s, while China emerged as an economic power in the 2000s.
The U.S. government regarded Chinese membership in the WTO as potentially promoting harmonious interdependence in the global trade system. In reality, however, the U.S. views
China as a strategic rival and there has been a rising sense of vulnerability since China became the second-largest economy in the world in 2010. The U.S. government and public have a
strong impression that China carries out unfair trade policies, and therefore they regard Japan
and Korea as more favourable trading partners in East Asia. In addition, the U.S. government
views China not only as an economic threat, but also as a multifaceted threat to the United
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States. Chinese mercantilism and its comparative advantage weakened the U.S. manufacturing
sectors and industrial bases and could disturb the domestic production of weaponry in time of
war because U.S. defense firms rely on many products imported from China [CCGA, 2010b;
Hillebrand, 2010].
Therefore, several trade restriction measures were implemented even by the Obama government that were tariff based, but frequently regulatory. For example, the Obama government
included a “buy American” clause in its economic stimulus programme in 2009. This was a
protectionist policy designed to act as a domestic economic stimulus. This trend has persisted,
and it has been strengthened by the Trump government in the name of “America first” [Genereux, 2017].
The third reason may be the decreased dependency of the U.S. economy on global trade.
The U.S. is the second-least trade-dependent economy after Brazil. Its trade share based on
GDP in 2015 accounted only for 28%, while the Chinese share of GDP was 40%. Countries depending on exports as a primary source of growth could be directly and negatively impacted by
import tariffs and other trade restrictions. In a protectionist system, small and open economies
like Korea and Thailand in East Asia or the Netherlands in Europe may be more vulnerable
than large, closed economies like Brazil and the United States. This means that the U.S. economy may be the least affected, along with Brazil, in a protectionist environment [Hofschire et
al., 2017] (Fig. 9).
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Trade Imbalance between the U.S. and Northeast Asian Countries
Background
The U.S. has had the largest trade deficit in the world over three decades since the 1970s.
In the mid-1970s, the U.S. briefly held a trade surplus but has experienced continuous deficits
since then. In 2005, the peak U.S. trade deficit accounted for over 5% of the national GDP.
Since then it has improved, and it fell to slightly lower than 3% of the national GDP in 2015
[Genereux, 2017] (Fig. 10).
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Fig. 10. The U.S. Trade Balance in Goods and Services (1970–2015)
Source: [Genereux, 2017].

Due to the increase of the U.S.’s aggregate trade deficit, President Trump criticized major
U.S. trade partners such as China, Japan, Korea, Germany, Mexico and Canada during his
election campaign, arguing that they have unfair trade policies which allow them to generate
surpluses in their trade with the United States. In particular, the trade imbalances between the
U.S. and Northeast Asian countries is a matter of concern for the United States.
U.S. Trade Imbalance with Northeast Asian Countries
The U.S.’s trade deficit with China, Japan and Korea accounted for 62% of the total trade
deficit in 2015. It increased up to 72% of the total trade deficit if the trade deficit with India,
Malaysia and Vietnam is included in the same year. In fact, the U.S. trade imbalance with East
Asia is a chronic structural issue for both parties. The U.S. trade deficit with China, Japan and
Korea in particular has become a major issue for the Trump government. The U.S. trade deficit
with China accounted for 49% of the total trade deficit in 2015, a figure that overwhelms that of
other nations. Therefore, President Trump announced several times during his election campaign that he would impose a 45% tariff on Chinese export goods although it was hoped that
this would not take place due to severe trade friction between the two countries. Unfortunately,
a trade war was started in March 2018 when the U.S. government imposed punitive tariffs on
$60 billion in Chinese imports and the Chinese government announced retaliatory measures.
[Liu, Yi, Liang, 2016; Bradsher, Perlez, 2018] (Fig. 11).
The U.S. trade deficit with Northeast Asian countries has been caused by an imbalance
between exports and imports. The U.S. imports much more from Northeast Asian countries
than it exports to them. China was the largest country to export to the U.S., and its volume accounted for slightly more than $483 billion in 2015. Japan was the fourth largest exporter to the
U.S. with about $131 billion, while Korea was the sixth largest exporter with about $72 billion in
the same year. By contrast, these nations imported from the U.S. $116 billion, $62 billion, and
$43 billion respectively in the same year. As a result, the U.S. made up 62% of the total trade
deficit with these nations in 2015 [United States Census, 2017].
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Fig. 11. Composition of U.S. Trade Deficit (2015, %)
Source: [UN Comtrade, 2016].

The U.S. trade imbalance with Northeast Asian countries is a structural phenomenon
based on comparative competitiveness in trade. From 2000–2015, the Chinese trade surplus
with the U.S. has increased rapidly. It rose from $83.8 billion in 2000 to $367.2 billion in 2015,
a more than fourfold increase, while the Japanese trade surplus increased until the mid-2000s
before starting to decline from $81.6 billion in 2000 to $69 billion in 2015. The Korean trade
surplus shows a pattern similar to that of China’s, but much more moderate. It increased from
$12.5 billion in 2000 to $28.3 billion in 2015, more than doubling. On the whole, Japan’s position as the state with the largest trade surplus with the U.S. has been taken over by China
since 2000. Additionally, the Korean trade surplus has increased continuously so that in total
the U.S. trade deficit has widened during the period. The share of the U.S. trade deficit with
these three nations accounted for 47.8% in 2000 and 62% in 2015 [United States Census, 2017]
(Fig. 12).
The Trump government’s economic policies are composed of three pillars: tax cuts, infrastructure investment and trade protectionism. The tax cut policy and infrastructure investment
have a high probability of implementation while trade protectionism may be difficult to fully
implement because of its strong impact on the global economy and the possibility of a trade war
on a global scale. If the U.S. cuts taxes and increases infrastructure investment, its current account will increase because its tax revenues will decline, and infrastructure investment must be
financed by U.S. government bonds. Moreover, its imports will increase rather than decrease.
As a result, exports of Northeast Asian countries will increase further because the region is the
global manufacturing hub. Although U.S. imports from China, Japan and Korea may decline
due to U.S. protectionism, these nations are core manufacturing nations exporting to other
countries from which the U.S. imports goods for its infrastructure investment. Accordingly, the
increasing U.S. demand for world’s manufactured goods may still eventually benefit Chinese,
Japanese and Korean exports [Liu, Yi, Liang, 2016; Genereux, 2017].
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Fig. 12. The U.S. Trade Imbalance with China, Japan and Korea (2000–2015, $ Billions)
Source: [United States Census, 2017].

U.S. Protectionism and Implications for Northeast Asian Countries
U.S. protectionism has a long history going back to the 1920s and has intensified particularly since the global financial crisis in 2008. From Obama’s “buy American” clause, the Trump
government has started its “America first” policy based on tax cuts, infrastructure investment
and trade protectionism. In fact, U.S. protectionism is the result of a disconnect between the
U.S.’s rising trade exposure and a failure to adopt the proper social expenditure policies. In
other advanced economies such as Germany, Sweden and the Netherlands (but excluding the
UK), both have been harmonized and accompanied by open markets [Hendrix, 2016].
Despite the domestic policy failure in social expenditure and industrial competitiveness,
U.S. trade policy based on nontariff impediments has been strengthened since 2009. Given the
recent data from the Global Trade Alert (GTA), the U.S. is the most protectionist country in
the G20 because it implements the highest number of nontariff barriers. U.S. protectionism
started under the Obama administration and continues under the Trump administration. Recent empirical analysis indicates that the increase of tariffs and nontariff barriers in advanced
countries results in decisive welfare losses. Therefore, U.S. protectionist measures may have
severe economic consequences [Evenett, Fritz, 2017; Aichele, Felbermayr, Heiland, 2016; Felbermayr, Steininger, Yalcin, 2017] (Fig. 13).
U.S. protectionist measures based on high tariffs for import goods and restrictions would
tend to increase the value of currency and reverse the effects on import prices. Moreover, this
can increase export prices in foreign markets and put the trade balance more or less at the same
level as before. As a result, the decline of industrial competitiveness becomes evident over the
longer term and affects economic potential more than short-term real GDP growth.
If protectionism in the Trump administration starts with high tariffs for China and Mexico – announced as 45% and 35% respectively during the election campaign – trading partners
would claim compensation through the WTO or would retaliate against U.S. exports, intellectual properties and investments. It is possible to estimate how the impacts of the Trump
administration’s proposed trade policies on the U.S. economy based on Moody’s analytics,
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specially designed to assess short-term economic shocks. It is calculated by changes in GDP,
employment, private consumption and other magnitudes at a sectoral, state and county level
[Noland, Robinson, Moran, 2016; Hufbauer, Jung, 2016].
Number of Discriminatory Measures Enforced by the U.S.
1400
1142

1200

1047
936

1000
770

800

617

600

411

400
200

1191

250
126

0
2009

2010

2011

2012

2013

2014

2015

2016

2017

Fig. 13. Number of U.S. Discriminatory Measures Since 2009
Source: [Global Trade Alert, 2017].

This analysis is based on three scenarios such as a full trade war, an asymmetric trade
war and an aborted trade war. In the first scenario, trading partners respond reciprocally to
the Trump administration’s new tariffs with equivalent tariffs on U.S. products. In the second
scenario, China retaliates against specific U.S. exports of goods and services, while Mexico
imposes its most favourable nation (MFN) tariffs on all U.S. exports. The last scenario is that
U.S. tariffs are unilaterally imposed for only a single year and trading partners retaliate for the
same period [Noland, Robinson, Moran, 2016].
In the full trade war scenario, the U.S.’s GDP growth is more or less flat from 2017 to
2019 and starts to increase after 2020. The U.S. economy is hit hardest in 2019 with a decline
in consumption of 2.9% and a drop in investment of 9.5%. The growth rate may be in negative
territory at –0.1%, and the unemployment rate may rise to 8.4% in 2019. The unemployment
rate can increase further to a peak of 8.6% in 2020, although the GDP growth gains 1.9% in the
same year. In the aborted trade war scenario, the worst years of the U.S. economy will be in
2018 and 2019 in terms of consumption, investment and unemployment, although the impacts
on the U.S. economy are weaker than in the full trade war scenario. Either a full trade war or
an aborted trade war could make the U.S. economy slow substantially for a decade [Noland,
Robinson, Moran, 2016] (Fig. 14 and Table 2).
U.S. protectionism would damage exports of Northeast Asian countries. However, tax cuts
and infrastructure investment could benefit not only Northeast Asian countries’ exports, but
also other global exports. At the same time, U.S. protectionist policy could generate uncertainty
regarding global trade although China and Japan in particular could play more important roles
in global trade and governance. The U.S. withdrawal from the Trans-Pacific Partnership (TPP)
generates opportunities for China, Japan and Korea. China can lead free trade by completing
the Regional Cooperation and Economic Partnership (RCEP) in the Asia and Pacific Region.
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Fig. 14. Projected U.S. GDP under Baseline, Full Trade War and Aborted Trade War Scenarios
(2015–2026, $ Trillions)
Source: [Noland, Robinson, Moran, 2016].
Table 2. Projected Changes in Macroeconomic Variables as a Result of a Full Trade War
and an Aborted Trade War (2017–2026, %)

Year
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026

Percent Deviation from Baseline
Consumption
Investment
Government
Full Trade War
–0.2
–0.5
–0.2
–1.7
–5.2
–1.6
–2.9
–9.5
–2.7
–3.0
–8.7
–2.9
–2.4
–5.1
–2.7
–1.6
–0.8
–2.1
–1.1
2.1
–1.3
–1.0
2.3
–0.9
–1.2
0.8
–0.8
–1.5
–1.0
–1.0
Aborted Trade War
–0.2
–0.2
–0.1
–1.3
–3.4
1.2
–0.6
–3.5
–0.8
0.1
–0.2
0.0
0.0
0.3
–0.3
0.2
2.5
0.2
0.2
1.9
0.3
0.0
0.0
0.2
–0.2
–0.9
0.1
–0.2
–0.7
0.0

Source: [Noland, Robinson, Moran, 2016].
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Projected
GDP Growth
Unemployment
2.7
0.3
–0.1
1.9
3.2
3.7
3.2
2.1
1.4
1.3

4.9
6.4
8.4
8.6
7.8
6.6
5.6
5.3
5.5
5.9

2.9
1.2
2.2
2.7
1.9
2.9
2.0
1.4
1.6
2.0

4.8
5.6
6.0
5.2
5.3
4.8
4.7
5.1
5.2
5.1
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Based on this framework, China possesses a high potential to play a greater role in the
global free trade system and global governance. Japan could take over the U.S.’s position in the
TPP and lead it although the possibility of completing the TPP is rather low because the U.S.
portion accounts for nearly 65% of the total. Despite this fact, Japan succeeded in completing
the CPTPP with the remaining 11 nations in March 2018. Korea can create more benefits by
participating in the two mega FTAs if Japan can complete the TPP without U.S. participation,
and if Korea responds wisely to U.S. protectionism based on its bilateral FTA with the United
States. The renegotiation of the KORUS FTA started in 2017, and both parties are trying to
update it based on free, fair and balanced trade to meet their reciprocal national interest in renegotiation rather than abandonment of the bilateral FTA. The prospects are good on this front
because the Trump administration prefers bilateral FTAs to the multilateral ones in its trade
policy [Liu, Yi, Liang, 2016; Genereux, 2017].
Additionally, it is an urgent issue for Northeast Asian countries to complete the regional
trilateral FTA between China, Japan and Korea in order to collectively respond to U.S. protectionism. At the same time, the RCEP can play a significant role in establishing a platform for
protecting not only Northeast Asian economic interests, but also the interests of the region as a
whole. Accordingly, the RCEP could build a proper and efficient seawall against U.S. protectionism so that Northeast Asian economies can grow further in the future.

Concluding Remarks
The process of globalization goes back to the late-19th century. Since then, global free trade
expanded until World War I and faced strong political backlash due to income inequality and
increasing unemployment in the advanced nations. As a result, many advanced nations such
as the UK and the U.S. initiated the first wave of protectionism. The first wave of globalization contributed to World War I and the Great Depression which eventually resulted in World
War II. In the post-war context, the U.S. with its allies established a new economic order based
on supranational institutions such as the World Bank, IMF and GATT in order to rebuild the
world economy.
These supranational institutions emphasized global free trade, reducing tariffs, boosting
capital investment and supporting technology development. As a result, the world economy
started to grow rapidly from the 1950s. In the 1970s and 1990s, even China and India joined
the global economic system and the Soviet Union and Eastern European countries also participated in the free trade system after their economic and political crash. The second wave
of globalization intensified until the global financial crisis in 2008. After the global financial
crisis, protectionist sentiment increased around the world. This time, the source of the second
political backlash was not only the advanced nations, but also the developing nations. In order
to overcome this economic and political movement, G20 members announced their intention
to protect the free trade system in 2010 although many members had implemented protectionist
measures in their own trade policies.
Since then, the deglobalization trend has continued particularly in the U.S. and the UK –
this seems paradoxical because these nations started and strengthened the globalization process
based on the free trade system. After the U.S. presidential election in 2016, the Trump government has argued that the free trade system must be replaced by a fair trade system. However, this
fair trade system is mainly based on high tariffs and renegotiation of FTAs such as NAFTA and
the KORUS, and on withdrawal from the TPP. This represents the second wave of protectionism. The question is how fully the U.S. government may implement its trade policy given its
impacts on the global economy directly and indirectly. Many economists assume that the U.S.
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government cannot set high tariffs on import goods because U.S. consumer and export prices
will increase at the same time, even though the U.S. economy is less exposed than small, open
economies. Protectionism is a double-edged sword even for the U.S. economy.
U.S. protectionism would strongly impact Northeast Asian countries because China, Japan and Korea are global manufacturing hubs and much more trade dependent than the United
States. Additionally, these nations react to U.S. trade policies individually instead of collectively
because they have not created any formal regional economic integration. Therefore, they are
more vulnerable than other regional economic zones such as the EU.
In fact, U.S. protectionism mainly targets Northeast Asian countries because the U.S.
trade deficit was primarily with China, Japan and Korea in 2015 (62%), while its trade deficit
was only 20% with the EU in the same year. Therefore, Northeast Asian countries must act
wisely and properly against U.S. protectionism. This will allow them to protect their own economic interests in particular and the interest of East Asia as a whole.
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Протекционизм США и нарушение торгового баланса
между США и странами Северо-Восточной Азии12
С.-Ч. Пак

Пак Санг-Чул – профессор Высшей школы наукоемких технологий и энергетики Политехнического университета Республики Корея; 2121 Jeongwang-Dong, Siheung-City, Kyonggi-Do, 429–793, Korea; E-mail:
scpark@kpu.ac.kr
После глобального финансового кризиса рост мировой торговли замедлился. В 2016 г. объем мировой торговли
увеличился на 1,9%, что ниже показателя 2015 г. – 2,8%. Согласно прогнозам, в 2017 г. импорт развитых стран
будет умеренным, в то время как спрос на импортируемые товары в развивающихся азиатских экономиках может продолжать расти. Несмотря на растущий импорт в Азии, начиная с 2013 г. темп роста мировой торговли
был ниже темпа глобального экономического роста. В этих условиях многие страны стремились к заключению
двусторонних, многосторонних, региональных и мегасоглашений о свободной торговле (ССТ), чтобы повысить
объемы собственной торговли и стимулировать экономический рост. Восточноазиатские страны стремятся
построить свою систему региональных ССТ и принимать участие в различных мегаССТ, таких как Всеобъемлющее региональное экономическое партнерство (ВРЭП) и Транстихоокеанское партнерство (ТТП). Все это
привело к еще большему расхождению экономических интересов, в том числе в силу несовпадения взглядов в сфере
политики и безопасности в Восточноазиатском регионе. Так, политика протекционизма, начатая администрацией президента США Дональда Трампа, стала угрозой для ТТП, хотя премьер-министр Японии Синдзо Абэ
стремится к тому, чтобы соглашение продолжило действовать, несмотря на выход США. В данной статье
предпринята попытка исследовать политику протекционизма США под руководством президента Дональда
Трампа, ответить на вопрос, почему страна перешла от свободной и открытой торговли к так называемой
справедливой торговле, основанной на принципе «Америка прежде всего». Также в статье рассматриваются
торговые дисбалансы между США и странами Северо-Восточной Азии, прежде всего их причины. Наконец, что
не менее важно, автор рассуждает о том, как политика протекционизма США повлияет на мегаССТ, такие
как ВРЭП и ТТП, а также экономическое сотрудничество восточноазиатских стран.
Работа выполнена при поддержке Национального исследовательского фонда Правительства Республики
Корея (NRF2015S1A3A2046684).
Ключевые слова: протекционизм; мегаССТ; экономический рост; нарушение торгового баланса;
свободная торговля; «справедливая» торговля
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и странами Северо-Восточной Азии // Вестник международных организаций. 2018. Т. 13. № 2. С. 76–100
(на русском и английском языках). DOI: 10.17323/1996-7845-2018-02-05.
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Abstract
The new global agenda, with Agenda 2030 at its core, is ambitious, comprehensive, and universal. The three central
goals now are to reignite growth, deliver on the sustainable development goals (SDGs), and meet the ambitions of
the Paris climate agreement aimed at mitigating climate change and adapting to its effects. Achieving these goals will
require a significant scaling up and reorientation of investments, especially for sustainable infrastructure and human
development. Implementing this agenda is urgent, as the world is witnessing the largest wave of urban expansion in
history and more infrastructure will come on stream over the next 15 years than the world’s existing stock. This is also
the last opportunity to manage remaining significant demographic transitions.
The capital investments and technological choices made in the coming two decades will lock-in carbonization,
urbanization, and demographic trends that will determine the future of humanity and our planet for the rest of the
century and beyond.
The backdrop for achieving these ambitions is challenging. In many countries, investment and productivity
growth have decelerated, there is growing inequality and persistent unemployment, fragility and tensions are rising,
and the incidence and vulnerability to shocks has grown. At the same time, major opportunities exist to tap the
potential of new technologies and the growing capacity of the private sector. Today’s hyper-connected world requires
a mix of activities spanning private goods, national public goods, and regional/global public goods to meet the
challenges of sustainable development.
The agenda requires government intervention to reach adequate scale, to take social and environmental
sustainability seriously, and to manage spillovers across sectors and borders. It also requires stepped up international
cooperation to drive transformative change and mobilize financing on an unprecedented scale.
With their highly effective capacity to help countries strengthen policy and institutional foundations and to
leverage finance, multilateral development banks (MDBs) have a central role to play. They are trying to respond,
but human and financial constraints and unclear and expanded mandates from shareholders are holding them back.
Clarifying their mandates and addressing the constraints are essential to enable them to scale up and make more
effective their support for the new global agenda.
The unique financial structure of the MDBs allows them to leverage contributions from MDB shareholders
and multiply them into financing at low cost. This financial capacity can in turn further crowd-in other sources of
finance, especially from the private sector. With better system-wide coordination, MDBs can scale up their impact to
deliver for increasingly differentiated clients, but this requires shareholder consensus on, and financial support for,
expanded efforts.
Independent evaluations suggest that each MDB is individually performing well, but the system as a whole is
not delivering enough.
This paper suggests ways to improve policy and operational coherence among MDBs and outlines how better
shareholder governance could bring this about. It focuses on the need for stepped-up financing of investments in
developing countries, but should be viewed in the broader context of managing globalization, especially with regard
to trade and financial stability.
Key words: multilateral development banks; sustainable development goals; investments; human development;
global governance
For citation: Bhattacharya A., Kharas H., Plant M., Prizzon A. (2018) The New Global Agenda and the Future
of the Multilateral Development Bank System. International Organisations Research Journal, vol. 13, no 2,
pp. 101–124 (in Russian and English). DOI: 10.17323/1996-7845-2018-02-06.

MDB Coordination to Act as a System
Subject matter specialization among MDBs has evolved in ways that can be applied not just
regionally, but also globally. More robust mechanisms to share best practice and allow sister institutions to share expertise will permit economies of scale and scope in providing services. The
opportunities for enhanced collaboration extend to all sectors and to areas of global collective
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action where the MDBs have comparative advantage. Infrastructure, because of its size, offers
particular opportunities for collaboration.
Areas for stepped-up collaboration include: (a) joint efforts on diagnostic work and improving data; (b) platforms for project preparation and application of common standards and
benchmarks including for sustainable infrastructure; (c) knowledge platforms and tools for
strengthening policy and institutional foundations and provision of technical assistance; and
(d) cooperation on establishment of financing structures that can unlock investments at scale.
MDBs should also review how competition between them in policy conditionality, pricing, and financing modalities affects the impact of system-wide support to each country. Competition can be healthy and offer recipient countries with a broader range of options, but it
needs to take place in the context of a healthy eco-system and a level playing field.

Support to All Clients and Global Cooperation
in an Interconnected World
For MDB engagement to add value across all income groups and drive the frontiers of growth
and development where financial markets are imperfect and where knowledge and capacity gaps exist, the concept of “graduation” based on per capita income needs to be adjusted.
A more adaptive framework would determine MDB engagement based not just on income level,
but on the development impact in the particular country and sector, and on the value the engagement brings to the system as a whole. From a development finance perspective, the role of
direct financial support will diminish as client countries gain better access to financial markets,
and the mobilization of other sources of finance, especially from the private sector, will become
more important. Yet the progression away from needing direct MDB support happens in fits
and starts and both policy and capital market failures suggest that MDB finance can play an
important role in the social sectors, infrastructure and in the response to shocks across all income groups.
While the MDBs can enhance their support everywhere, the system is falling short with
respect to three types of clients: fragile and conflict affected states, highly indebted countries,
and upper middle-income countries (UMICs).
Fragile and conflict/violence affected states (FCVs): MDBs should deepen their support for
institutional development in FCV affected countries, rigorously evaluating pilot approaches
and scaling up what works. Areas such as public administration reform, public utility management, and oversight of the security sector are ripe for new, innovative approaches by the MDBs
and their partners. Greater flexibility in approaches and longer timeframes are needed in FCV
countries, and MDBs shareholders need to adjust oversight to these conditions.
High-debt countries: We would recommend MDBs jointly prioritize and strengthen debt
management capacity in borrowing countries. They should also review how the quality of public investment, the track records of policy reforms, and availability and use of policy space
affect debt sustainability assessments. They should develop principles and procedures for debt
restructuring that reflect the increasingly complex nature of the creditor community.
Upper middle-income countries: We believe that there is a powerful argument for the MDB
system to engage in all developing countries, including UMICs. The real discussion for shareholders should be on the criteria for engagement, and the need to demonstrate a clear developmental purpose for any intervention (often sub-national or public good for UMICs). The
“cascade” principles provide a useful frame: test whether there is a real need for public financing (including as a contribution to a global externality); identify whether such needs could be
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obviated in future through policy and institutional strengthening, but engage where a compelling development case can be made.

The Provision of Global Public Goods
In addition to their financial role, the MDBs are well positioned to contribute to global challenges and spillovers too – from climate to pandemics to migration to digitization and the future
of work to coping with shocks to peace and security. The primary comparative advantage of
MDBs when engaging around these global public goods (GPGs) and bads comes from their
country engagement, but they can also contribute to platforms for global agreement and action
with other partners, especially the U.N. At present, the assignment of responsibilities is ad hoc
across the multilateral system, with clear objectives and accountabilities often lacking.

Using Balance Sheets to Leverage Resources
There have been many recommendations on MDB capital adequacy, the impact of callable
capital, balance sheet optimization, credit risk concentration and pooling, and the like. We suggest that the deeper issue is to agree on, and signal, the scale of activity of MDBs (both financial
and non-financial service delivery) and to work backward to develop scenarios for capital and
risk tolerance.
In our view, scaling the system to deliver trillions more in project and program finance
through direct and catalytic finance over the next decade or so is an appropriate starting point
for shareholder discussions. Our calculations suggest this is quite feasible, given considerable
leverage and mobilization opportunities, but needs political will (and perhaps changes in credit
rating methodologies). Such scaling will also require a pivot in emphasis from direct financing
to mobilization, with attendant implications for internal incentives, instruments, and the business model.
MDBs could also develop financing “exit mechanisms” to turn over their capital more
rapidly for greater development impact. In such schemes, private sector investors with an appetite for developing country investments could purchase mature financial assets from MDBs,
freeing their capital. While MDBs already have asset sales programs, getting such mechanisms
to function at scale would require a significant change in pricing and business models.

Systemic Governance Issues
Shareholder misalignment and outdated governance are at the heart of many of the MDBs’
limitations. The effectiveness and legitimacy of the MDB system requires a shared vision and
purpose across stakeholders. Having an MDB system that is fit for purpose requires new governance arrangements that preserve the multilateral character of the institutions in a changing
world. This applies to the processes of leadership selection and to the rules by which shareholders make decisions. Reforms to corporate governance structures to ensure alignment of incentives and accountabilities would allow MDB staff and management to be more cost-effective
and responsive to the technocratic needs of clients.
Shareholders need to set expectations for what the multilateral development system should
deliver as contributions toward Agenda 2030, including how they help mitigate shocks and provide global public goods. Given the urgency for action in the upcoming two decades, shareholders also urgently need to assess whether progress on outcomes is rapid enough. Performance
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of the system can in turn be assessed against these expectations, with periodic adjustments to
ambitions and mandates as new challenges emerge.
A governance framework that periodically takes stock of system-wide results, say every
five years, would facilitate follow-up and course corrections in individual institutions. A careful
system-wide review of the costs and benefits of current Board structures and staffing is needed.
Strategy setting for the long-term and accountability for results are urgently needed for the
MDB system as a whole. The MDBs have made a start in thinking through collective commitments (see the Joint MDB Statement of Ambitions for Crowding in Private Finance).
Examining the distribution of specializations across the multilateral system requires reckoning with the significant presence of U.N. agencies in many domains. Indeed, MDB shareholders need to be wary of the propagation of competing mandates that could undercut or
duplicate other international efforts to achieve the SDGs.

The New Global Agenda and the Future of the MDB System
Section 1. The Changed Global Context
A New Global Agenda and the Criticality of the Coming Decades
Agenda 2030, agreed to by 193 countries in 2015, is more comprehensive in scope, universal in its relevance to countries across the income spectrum, and more ambitious in its targets
than the Millennium Development Goals (MDG) agenda of 2000-2015. The central goals now
are to reignite growth, to deliver on the SDGs, to ramp up actions in line with the ambitions of
the Paris climate agreement; to mitigate vulnerabilities and shocks; and to facilitate collective
action to tackle cross-border issues such as pandemics and financial and debt crises.
The backdrop for achieving these ambitious objectives is challenging, as investment and
productivity have decelerated in advanced and developing economies, and the world economy
is facing major structural changes – including growing multipolarity, climate change, urbanization, demographic transitions and the uncertain labor market effects of technological change.
On the one hand, if protracted crises in fragile situations are resolved, over the next few
decades, policymakers could help eliminate extreme poverty and advance sustainable development. On the other, populations everywhere face structural forces that could affect development for decades to come.
The largest wave of urban expansion in history is happening now – urban populations will
double in a generation and the shape of urban expansion will dictate our patterns of production
and consumption for generations.
During the next 15 years, we will be adding more infrastructure than the existing stock.
The quality of this infrastructure will determine the path of carbon emissions and climate
change. We can make the new infrastructure and urban areas sustainable and attractive or lock
cities into a future where we cannot move or breathe. Under such a dystopian outlook, global
temperatures would rise by more than 2 degrees Celsius, and bring with it a slew of consequential impacts and risks.
The next two decades are also the last opportunity to address the demographic transitions
occurring in the developing world, especially in Africa, where a demographic youth bulge could
either contribute to more jobs and prosperity, or fuel frustration and anger and a scramble to
migrate. Related to this, girls’ secondary education over the next 15 years will drive fertility and
be the difference between a global population of 9 billion or 11 billion by the end of the century.
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Value Proposition of the MDBs
The value proposition for the multilateral development system rests on the MDBs’ ability
to be trusted partners who can provide scaled-up and least-cost services, using a strong country
presence, which allows them to tailor solutions to client needs.2 It is built on an understanding
among shareholders that multilateral solutions can complement bilateral approaches by pooling resources, avoiding waste and duplication, and building a critical mass of specialized skills.
From the clients’ perspective, the value proposition of the multilateral development institutions comes from the experiences and practices gained from 70 years of development cooperation.3 MDBs provide:
 A sustainable development lens that supports policy and institutional reforms and capacity building, enhances the quality of projects and programs, and lays the basis for scaling up or transformative change, or helps build resilience and capacity to rapidly respond
to, or avoid, shocks.
 A stable transfer of long-term resources at low cost (relative to alternative market access
for the borrower), the mobilization of financing from other sources, especially from the
private sector, and an ability to address impediments and de- risk programs and projects.
Financial transfers can be particularly helpful during episodes of external crisis.4
 A global/regional approach to help tackle spillovers, most importantly in the areas of
climate action, disease surveillance and treatment, conflict prevention, migration, and
economic stabilization, where “bads” from one country can seriously affect others or
where there are opportunities for positive spillovers such as regional connectivity and
growth poles.5
In sum, multilaterals offer a unique combination of benefits. They provide large-volume
finance at the most attractive terms combined with knowledge, policy advice, institutional
strengthening, and technical assistance for projects, with a regional or global outlook.
The global development challenges of the world today – where issues are interconnected,
externalities are prevalent, non-market social concerns must be factored in, and scale and speed
of implementation are urgent – require far more than private sector investment. They require
public involvement, and governments in all developing countries look to MDBs for support.
Most commonly, such support comes from individual MDBs through project-based activities. Each multilateral agency has tended to operate individually, and each has developed
specialized skills and knowledge that are partly geographic and partly thematic. Too often, such
approaches are inimical to system-wide approaches.
There are good reasons for the MDBs to work together as a system to increase the value
added for their clients. These include getting to scale, reducing transaction costs and duplications, reinforcing impact through greater coherence, and optimizing use of the financial and
human capital assets of each institution. System approaches that establish goals and targets,
platforms for financing, common standards, and strong feedback loops can be useful to deal
with the range of uncertainties in the world today and to spread successful innovations more
2
In this submission, we primarily consider the experiences of the World Bank Group, AfDB, AsDB,
EBRD and IADB, but the MDB system also includes the IsDB, NDB, AIIB, EIB and IFC.
3
Of course, some countries have also raised concerns about low disbursement speeds, intrusive policy
conditionality, and parallel operations that do not avail of country systems.
4
The core MDB financial model is extremely powerful in channeling private investment into development projects. For example, with a total share capital investment of only $15.8 billion since 1944, the IBRD has
supplied nearly $700 billion in development financing [Humphrey, 2017].
5
See for example [Ahluwalia et al., 2016], where the authors recommend creation of global public goods
“windows” at the MDBs with funds that could be used to reduce the cost to borrowers of projects with positive
regional or global spillovers.
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rapidly across countries. A systems approach would take into account the shifting requirements
for development finance and the growing differentiation of clients. It would require greater
policy and operational coherence among MDBs and stronger shareholder alignment.
Toward a More Effective Development Finance System
Although the original mission of MDBs was to transfer financial resources to developing economies, in most countries, this is no longer their principal function. Instead, MDBs
are providers of development solutions. This often requires financing, as part of an effort to
overcome imperfect capital markets, but with funding limited to what is necessary to ensure
that solutions are adequately resourced. In the case of most middle-income countries (MICs),
financial transfers from MDBs are small as a percent of total investments or total cross-border
capital inflows.
If transferring financial resources to developing countries is the goal, MDBs must not
crowd out private finance. However, when ambitious development outcomes are the goal, it
becomes necessary to ensure that MDBs crowd-in private finance. Increasingly, mobilizing development finance also means developing and tapping into long-term local currency financial
markets.
Capital markets in developing countries remain incomplete and unable to properly tackle
the risks and high transaction costs associated with large-scale infrastructure, small- scale agriculture, social and environmental services with non-market spillovers, sub – national finance,
or emergency finance. MDBs can often add value in these areas.
Since the 1980s, developing countries have become richer (and their own resources more
plentiful), and private external finance has expanded in all countries. MDB concessional financing has risen, while the number of low-income countries (LICs) has shrunk to just 31
today. However, MDBs have become less important as a source of finance in most MIC countries (0.3 percent of GDP in lower middle-income countries (LMICs) and negligible in uppermiddle income countries (UMICs)).
Since 2000, LMICs have gotten most (two-thirds to four-fifths) of their foreign financing
from foreign direct investment (FDI) and non-guaranteed private flows. Even LICs get onethird of their financing from these sources. The multilateral system is declining in relative size,
although MDB flows are far less volatile than are private flows.
The World Bank Group (WBG) used to be the largest financial institution in all regions,
but now, except in Africa, net disbursements from the Bank Group are lower than the net disbursements of the regional MDBs in their respective geographic focal areas.
Compositionally, the RDBs have grown to be commensurate in size and skills in relation
to the regional departments of the WBG. With growing overlap in membership, a restrictive
geographic-based architecture is giving way to a system where expertise can be deployed across
the world.
Understanding Changing Client Needs
Clients have traditionally turned to international financial institutions (IFIs) for assistance on growth, investment climate, human capital, institutions/governance, and conflict
and violence prevention. As the global economy evolves, they are asking for more attention to
sustainable infrastructure, technology, trade/connectivity (both broad-based and in clusters
and growth corridors) and inclusion (gender/small and medium sized-enterprises/urban and
rural), and for help in the face of global shocks and global public “bads” such as communicable
disease and climate change mitigation.
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For the most part, MDBs share similar approaches in the way they respond to client
requests for assistance. However, there are three categories of clients where MDBs and their
shareholders are divided on diagnosis and implementation – fragile contexts, highly indebted
countries, and UMICs. As we discuss below, bridging these divides is essential for the system
to operate effectively.
Section 2. Enhancing MDB Coherence and Collaboration
Changing How MDBs Work Together
The Rome Declaration of 2003 on harmonizing donor practices for aid delivery recognized
that effective and efficient development support required increased coordination of the policies
and procedures of donors “for preparing, delivering, and monitoring development assistance.”
Coupled with a “country-based approach that emphasizes country ownership and government
leadership,” the new approach to development envisaged a more coherent approach by the
entire international community, unifying donor interventions with country strategies [OECD,
2003]. Over the past 14 years, through a series of conferences and declarations, the quest for
operational coherence evolved to include civil society, parliamentarians, and the private sector.6
Repeatedly the world has pledged to “strengthen and use country systems, [and] improve harmonization by providers of development cooperation…” [OECD, 2012].
The rhetoric, however, has exceeded the reality of implementation. Sceptics have decried
the results as mostly superficial bureaucracy with few tangible results and certainly not on the
scale or depth hoped for in 2003.7 One casualty has been budget support. Once heeded by donors, budget support has fallen over time in absolute and relative terms, partly because of the
difficulty of reconciling it with results and accountability metrics.8
Despite these difficulties, client developing countries and bilateral donors alike continue
to look to the MDBs to lead on the use of country systems in prioritization, allocation, and
evaluation. They view MDBs as providing a needed antidote to the realization that bilateral
donors’ agendas are becoming increasing domestically driven.
MDBs have also sought to improve coherence and strengthen collaboration across their
own activities. One particularly important but difficult area has been safeguards on projects.
The perception has been that the World Bank has had the most rigorous specification of safeguards. Yet clients often see these as too burdensome and costly. After multiple attempts at
simplification and emphasis on country systems, the right balance remains elusive.9 In setting
up its safeguard policies, the Asian Infrastructure Investment Bank has tried to take on board
lessons from the experience of other MDBs to ensure clear objectives to maintain standards, but
without being overly rigid. The experience across the MDBs suggests that coherence requires
striking the right balance between conformity and contestability.
Over the years, the areas of collaboration among MDBs have expanded greatly to cover
evaluation, procurement systems, sectoral policies, financial policies, and knowledge platforms
such as public private partnership (PPP) frameworks. More recently, there has been stepped up

6
The Paris Agenda for Aid Effectiveness (2005), the Accra Agenda for Action (2008), the Busan
Partnership for Effective Development Cooperation (2011) and the subsequent establishment of the Global
Partnership for Effective Development Cooperation (2012), which sponsored high-level meetings in 2014 and
2016, the latter producing the Nairobi Document.
7
See for example: [Brown, 2016].
8
See for example: [Koch, Molenaers, 2015].
9
See for example the discussion on pp. 19–21 and the dissent on pp. 27–28 in [Ahluwalia et al., 2016].
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collaboration on climate, infrastructure, balance sheet optimization, and principles for provision of finance, all with the involvement of the G-20.
However, competition persists among MDBs on policy advice, pricing and financing modalities; it is sometimes healthy in expanding choices for clients, but sometimes creates problems for the overall functioning of the system. For example, some MDBs worry that access to
policy-based funding from one MDB can reduce client demand for project loans from another
MDB. As another example, some MDBs provide free technical assistance, while others struggle to create market-based fee-for-service programs. There are few guardrails for resolving these
kinds of differences.
At the country level, technical assistance/cooperation is already a core activity for the
MDBs, and it is likely to become even more valuable as countries grapple with new partners,
particularly from the private sector. Government clients are increasingly demanding that MDBs
provide skills in finance, project preparation, and evaluation that have been undeveloped until
very recently. With country systems as the common denominator, closer collaboration of the
MDBs in delivering technical assistance will reduce system-wide costs and help countries build
capacity.
The SDGs call for a major ramping up in the scale and quality of investments, especially
in sustainable infrastructure and human development at the country level. This in turn will require policy and institutional strengthening across all groups of countries, platforms for project
preparation and delivery that can help both scale up and enhance the quality of projects and
programs, and financing structures that can mobilize financing from all sources.
The largest and most complex need pertains to infrastructure. The absolute scale of investments required in the coming two decades, and the inherent complexities of infrastructure
investment (the long-term nature, interconnectedness, social impacts, and externalities, positive and negative) make progress in the sector especially challenging. Infrastructure investments
require robust policy and institutional settings as well as strong governance. In addition, project preparation requirements and the need for financing structures that can mobilize different
pools of finance over the different phases of the project cycle add further layers of complexity.
All of these tasks must be undertaken to manage and reduce risks and bring down the cost of
capital.
MDBs are uniquely positioned to help tackle these constraints but need to step up their
collaborative efforts in the following areas:
(a) joint efforts on diagnostic work and improving data; (b) platforms for project preparation and application of common standards and benchmarks for sustainable infrastructure;
(c) knowledge platforms and tools for strengthening policy and institutional foundations and
provision of technical assistance; and (d) cooperation on establishment of financing structures
that can unlock investments at scale.
Joint efforts are underway to improve coordination on sustainable infrastructure across
MDBs and with other stakeholders. One concrete outcome of this collaboration is SOURCE,
a new platform to develop sustainable infrastructure across MDBs. Jointly developed by the
MDBs and the private sector, SOURCE comprises a set of tools that “provides support to national and subnational governments and public agencies in improving infrastructure project
bankability, quality and delivery, in increasing investment and crowding-in private finance,
in strengthening their technical capacities and abilities to manage risks.”10 When coupled with
country-oriented platforms, like Colombia’s Financiera de Desarrollo Nacional, scaled up results are possible. This represents best practice in MDB collaboration and coherence, and could
10
“About Source” Sustainable Infrastructure Foundation. Available at: https://public.sif-source.org/
about/about- source/ (accessed 25.05.2018).
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be extended to other sectors and become a model for large investment programming with private participation.
There is also tremendous scope for tapping the skills and institutional capacities across
the MDBs. MDBs have developed key areas of specialization and experience that are of relevance to, and can be shared with, others. Examples include the pioneering work of the InterAmerican Development Bank Group on migration and remittances, violence prevention, and
conditional cash transfers; the work of the European Bank for Reconstruction and Development Bank (EBRD) on capital market development and private sector energy efficiency; Asian
Development Bank (AsDB) support to sub-regional projects, such as the Greater Mekong Subregional project, and; the World Bank’s work on countries in fragile situations.
Yet, there are only a few examples where MDBs have worked together and taken advantage of the capabilities in sister institutions. More commonly, they operate independently. For
example, each MDB has its own research department and independent evaluation office. They
each develop individual country strategies. They have their own assessment frameworks for
development effectiveness.
We recommend that MDBs define a common program of research, knowledge generation and good practices. They should undertake joint country and sector strategies, and apply
common frameworks for effectiveness and impact, including goals and metrics. In particular,
we advocate for joint knowledge work wherever there is a sectoral platform of the client country
that needs support.
This is not to say that policy and operational coordination and coherence are always welcomed. Client countries search for policy options, not policy prescriptions, and have concerns
that international financial institution (IFI) coordination could become monopolistic – a significant danger, given that history has shown that IFI policy prescriptions are not infallible.
What clients do desire is policy coherence, meaning consistency of approaches across different
levels of government and across sectors. Policy coherence points to a desire to manage, rather
than ignore, trade-offs (for example, public investment strategies and debt sustainability) and
exploit synergies across sectors (for example, sanitation and nutrition).
MDBs are increasingly looking for ways to bring private sources of finance into development financing. This is perhaps best exemplified by the cascade approach of the WBG, which
seeks to link “reform, investment, mobilization, and catalyzation” by evaluating first whether
a project can be financed by the private sector. If not, the cascade template then asks whether
reforms be made to address market failures or whether risk mitigation measures can be used
to induce private participation. Only in the latter instance would public and/or concessional
finance be offered.11 While most other MDBs have similar objectives for mobilizing private
finance, what is lacking are system-wide procedures that channel financing through national
platforms. These common protocols could prevent “shopping” by the private sector for the best
deal and limit counter-productive inter-MDB competition.
While MDBs have an array of instruments, including guarantees that should permit considerable mobilization of private capital, results to date have been disappointing. The OECD,
in its survey of all aid agencies, bilateral and multilateral, found only $80 billion over four years,
mostly using guarantees and mostly in MICs [OECD, 2017].
A platform approach allows the pooling of all sources of long-term development finance,
with concessional funds applied where appropriate to fill key gaps. For example, the approach
could work for project preparation, technical assistance, or to compensate for environmental or social externalities. Significant potential for developing and tapping into local currency
long-term financing now exists in selected countries. This line of thinking also links to policy
11
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coherence: local capital market development may be just as important as a specific project in
supporting sustainable infrastructure.
The impediment appears to be the business and financing model for MDBs. Guarantees require the same amount of capital set-asides as loans, but are more complex to originate.
[Humphrey, Prizzon, 2014]. In addition, loans are the main source of income for MDBs; loan
margins fund the administrative staff costs needed to work on reforms to improve the enabling
environment for private sector investments. As such, staff incentives are often based on loan
mobilization.
In a platform approach, the business model of MDBs could change. Their comparative
advantage in a world awash in liquidity is to provide initial funds and expertise for origination
and upstream policy and institutional work; patient capital to take on construction and other
risks from early-gestation activities; and affordable capital to help clients internalize social and
environmental externalities.
Embracing a platform approach, unbundling these different services to the platform, and developing appropriate business models for each could permit MDBs to use their capital more effectively, including through asset sales programs that could allow for more rapid turnover of loans.
To free up more capital for development purposes, MDBs could also develop financing
“exit mechanisms” to turn over their capital more rapidly for greater development impact. In
such schemes, private sector investors with an appetite for developing country investments
could purchase mature financial assets from MDBs, freeing their capital. While MDBs already
have asset sales programs, getting such mechanisms to function at scale would require a significant change in pricing and business models.
Developing a Shared Understanding of Approaches Among Different Clients
MDBs face sharp challenges with respect to three types of clients. “Fragile” and conflict/
violence (FCV) affected states that are lagging behind and not converging with advanced economies (the International Monetary Fund (IMF) identifies 43 such countries in the latest World
Economic Outlook database) [IMF, 2017]. These countries and states are the locus of the greatest concentration of poverty, yet also places where development efforts have been least effective [World Bank, 2014]. Heavily indebted countries, as classified by debt sustainability analyses,
strive to balance the need for debt financing to accelerate growth with the desire to avoid debt
crises. UMICs, with access to private capital markets, still ask for support in selected areas (often
institutional and governance strengthening, sub-national development, or sustainable infrastructure with global spillovers), but are being graduated to conserve MDB capital in the short run.
Fragile Contexts
The New Deal for engagement in fragile states signed in 2011 and the World Development
Report 2011 on Conflict, Security and Development reflect long-standing efforts to broaden support for post-conflict recovery by moving away from traditional aid efforts and financing of
social services and infrastructure toward a focus on political settlement, security, justice and
jobs. This agenda has increased urgency: The locus of global poverty will overwhelmingly be in
fragile, mainly LIC and African states by 2025 [Kharas, Rogerson, 2017].
MDBs are well placed to support FCV affected countries, where these have legitimate
governments. The reasons for this are fourfold:12
 First, MDBs have the finance, depth of expertise and scope that can support full- scale
comprehensive approaches.
12

This section draws on [McKechnie, 2016].
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 Second, by pooling funds, MDBs can avoid providing the fragmented assistance that
overloads countries with weak institutions.
 Third, MDBs can pool and manage risks for bilateral donors and private capital, mitigating them through policy reform and sharing them through deployment of guarantees.
FCV countries are some of the riskiest places to do any kind of business.
 Fourth, MDBs can take the long-term perspective that is necessary in fragile situations;
building effective institutions can take 20–40 years [World Bank, 2011].
MDBs have an institutional legacy in financing infrastructure, where projects can take a
decade from concept to results, and where governance arrangements can be structured to insulate their management from short-term political pressures.
To support reconstruction and institution building in FCV, we would recommend MDB shareholders and management tolerate variation in constitutional arrangements and economic policies
and avoid influence over electoral processes. MDBs should do this while enabling greater multilateral engagement in strengthening accountable police and judiciary with a mind to safeguarding
human rights, encouraging disarmament of irregular forces, advancing security sector reforms, and
enhancing oversight by legislatures” [IEG, 2014].
Rules governing MDBs forbid interference in the political affairs of member countries; their
articles also require impartial decisions based only on economic or social development considerations. Some interpretations of these articles impede MDBs in assisting countries to overcome
some dimensions of fragility, leaving clients vulnerable to reversals in development progress.
A second recommendation would be to revise approaches to the country-based lending model in
the case of FCV countries to allow a more creative use of MDBs’ grant instruments. For example, grants
would make it easier to fund both national and regional projects that reduce FCV. While countrybased lending has served central governments well, it is ill suited to financing sub-national governments, civil society or businesses. Nor does the country-based model lend itself to activities
that span two or more countries, nor to settings where the government lacks legitimacy.
Third, we recommend MDB shareholders adjust their oversight of MDB operations in FCV
countries. The two MDBs most active in fragile context – the World Bank and AfDB – have
been criticised for their cumbersome fiduciary systems, which can be alien to a borrowing
country’s financial management, audit and procurement systems. Inflexible administrative
procedures are another Achilles heel. Oversight by the boards should give greater attention to
implementation and speed of results, rather than loan approvals. They could also ensure that
MDBs are fit for the challenge of fragility, especially through adjusting their policies and procedures for greater agility in FCV contexts, decentralising highly qualified, empowered staff to
country offices, using country systems wherever possible, and providing hands-on support to
counterparts in low-capacity countries [McKechnie, 2016].
High Debt Countries
In the wake of the 2008 economic downturn and financial crisis, public debt sustainability
in advanced economies was at the top of the international agenda. Meanwhile, external debt in
developing countries was on the verge of falling off development practitioners and analysts’ radar
screens. This made sense, because debt ratios plummeted as the result of the debt relief initiatives
in the 1990s and 2000s and the sustained economic growth in most of beneficiary countries.13

13
From an average of 131 percent of gross national income (GNI) in 2000 across HIPCs to 35 percent in
2015 [Mustapha, Prizzon, forthcoming].
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This positive picture is rapidly changing though.14 The risk is still high or moderate for
30 post-completion point heavily indebted poor countries (HIPCs) who benefited from multilateral debt relief (out of 36); two other HIPC post-completion point countries are in debt
distress. The share of concessional financing declined in the majority of HIPC countries from
2005–2007 up to 2013–2015.15 Some countries are about to exceed debt limits set in their public
financial management laws.
Scaling up resources from “billions to trillions” will largely entail resources that generate
liabilities, rather than being grant financed. Most of the new, envisaged liabilities associated
with blended finance projects are from the private sector at far less favorable terms and conditions than MDB lending. The mechanism for managing debt workouts in the future, including
for multilateral debts, should be debated and clarified.
The increasing complexity of financing options requires a new skill set for debt sustainability assessments by the IFIs. They must understand rollover risk, contingent risks, and setasides for explicit and implicit guarantees, link debt management and fiscal policies, and better
appreciate the quality and effectiveness of public investments.16
At the same time, no debt workout mechanisms exist when liabilities need restructuring.
Multilateral debt mechanisms such HIPC or the Multilateral Debt Relief Initiative (MDRI)
or the Paris Club may not suffice if another debt crisis occurs, as most debt comes now from
private sources.
We recommend MDBs jointly prioritize and strengthen debt management capacity in borrowing countries. They should also review how the quality of public investment, policy reform track
record, and availability and use of policy space affect debt sustainability assessments. Finally, they
should develop principles and procedures for debt restructuring that reflect the increasingly complex
nature of the creditor community.
Graduation and the UMIC Support Issue
Shareholders disagree on the role of the MDB system in UMICs. Some argue that any
financial support to these countries should be sharply circumscribed (or even cut to zero except
in exceptional circumstances), regardless of the level of concessionality from the point of view
of the lender. These shareholders view engagement in UMICs as a zero- sum game, and prefer
to reallocate resources to other countries. Others argue the opposite – that engagement with
UMICs is valuable for all other countries. They have put forward four reasons:
1. Profitability from UMIC clients can add to capital and reserves, raise the portfolio
quality of MDB assets, and thereby improve their credit rating and support greater lending to
others.17
2. Engagement permits direct learning from development implementation innovations
introduced by UMICs.
3. UMICs are often important partners in implementing global and regional public goods
(for example, climate and water), and in managing regional spillovers and crises. They also
14
UNCTAD [2016] and Jubilee Debt Campaign (2016)’s analyses and media articles (Financial Times,
2017, see https://www.ft.com/content/de5fab92-0f27-11e7-a88c-50ba212dce4d) find that servicing debt obligations has become more expensive in several SSA countries.
15
[Mustapha, Prizzon, forthcoming].
16
For example, staff at the IMF recently advocated for a “big push” on development expenditures in lowincome countries on the grounds that debt sustainability concerns could skew public investment choices toward
projects with short-term returns (roads) rather than projects with far higher, longer-term returns (education).
Available at: https://blogs.imf.org/2017/11/09/roads-or-schools-a-critical-tradeoff/ (accessed 25.05.2018).
17
In the longer-term, UMICs can be stewarded to become large donors or capital contributors to multilaterals.
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serve as growth poles for neighboring countries that need to be encouraged to adopt global
standards and improve regional connectivity and networks.
4. National governments in UMICs often cannot engage directly with sub-national entities without weakening frameworks of fiscal decentralization, so turn to international support
for lagging areas.
The typical case for UMIC graduation assumes that private capital markets can replace
lending from publicly supported international institutions when countries reach a certain income threshold and enjoy reasonable capital market access. Whether this assumption holds
today, however, is far from obvious. Current discussions on PPPs, especially in big-ticket areas
such as sustainable infrastructure, suggest that public and private finance is often complementary, with each having its own role in the value chain and its own comparative advantage in
bearing risks. In fact, given the different stages of policy, institutional and financial constraints
facing different sectors within a given developing country, graduation may be better considered
as a country-sector issue rather than a country-national income issue.
We believe that, in the medium to long term, there is a powerful argument for the MDB system
to engage in all developing countries. The real discussion for shareholders should be on the criteria
for engagement, and the need to demonstrate a clear developmental purpose for any intervention.
The “cascade” principles provide a useful frame: test whether there is a real need for public financing (including as a contribution to a global externality), identify whether such needs could be obviated in future through policy and institutional strengthening, but engage where the development case
is compelling.
MDBs and the Provision of GPGs
The role of MDBs in providing selected GPGs is also important, especially where implementation is country-focused. In this respect, MDBs serve as idea generators, as coordinators,
and as financiers. Their governance structure and their lending to sovereign governments are
not a natural fit with GPG provision: their principal comparative advantage is in supporting national actions that overlap with the development agenda. However, over the years, their role has
evolved organically rather than through a deliberate move on the part of shareholders to enter
into the GPG business. As a result, no coherent GPG engagement model exists for the MDB
system. A system-wide approach that integrates national, regional and global actions based on
comparative strengths and deploys cooperative platforms of action is needed. In addition, it
would be worth considering grant resources to attract, guide, and nudge national governments
and the private sector to invest in ways that help the global community resolve a host of unmet global challenges. In instances where broader projects have GPG components, modified
support in the form of grants may be appropriate. MDBs could also explore restructuring the
governance of GPG “funds” to reflect an appropriate governance structure, as opposed to a
shareholder/donor driven decision model.18
Section 3. Shareholder Alignment
Shareholder alignment and outdated governance are at the heart of many of the limitations that the MDBs face, both individually and collectively. To be effective and legitimate, of
the MDB system requires a shared vision and purpose across stakeholders; changes in governance arrangements that preserve the multilateralism (including the processes of leadership se-

18
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lection); determination of shareholding and decision rules; and reform in corporate governance
structures to enable MDBs to be more cost-effective and responsive to clients’ needs.
Shareholders need to provide a vision for what they expect MDBs to deliver. They have
encouraged older MDBs to refresh their mandates and they have established new MDBs to fill
perceived gaps in the system over time, but shareholders have not systematically reviewed the
MDB system since 1944.
In carrying out the new mandates dictated by the current context, shareholders agree that
the MDB system should be lean and green, nimble and flexible. The system should innovate
in the use of technology, safeguards, and in learning the language of partnerships and of the
private sector. It should achieve results at scale. Nevertheless, beyond these generalities, there
are sharp differences among shareholders that remain unaddressed under current governance
arrangements. These concern: (i) setting specific goals for the system, outlining the degree of
ambition, and ensuring coherence in the mandates of individual institutions; (ii) setting a vision
for the mobilization and deployment of public finance through the MDB system; (iii) enabling
MDBs to cooperate more effectively by guiding the division of labor and contestability of the
system; and (iv) ensuring that governance evolves to provide legitimacy and trust of the system.
Setting Goals, Agreeing on Degree of Ambition,
and Ensuring Cohesion in Mandates
Shareholders diverge on their long-term vision for the multilateral system. Some view the
system as one that should systematically work itself out of a job, permitting countries to take on
greater responsibility for their own development with full reliance on private global capital markets. Others view the multilateral system as a permanent expression of international solidarity
and an important instrument for addressing those left behind in all countries. These are distinct
but opposing visions for the long-term goals of the system that urgently need to be reconciled.
Related to this is mandate creep. Ad hoc mandates to address emerging problems, funded
on a case-by-case basis, pose a different set of problems for the MDB system. While such a tasking by certain shareholders or interested parties may be appropriately responsive to short-term
emergency challenges, over time it can dilute an institution’s core mandate, erode managerial
oversight, and lead to confusion as to where responsibility lies, if anywhere.
Shareholders need to set expectations for what the MDB system should deliver as contributions toward Agenda 2030, the mitigation of shocks, and the provision of global public goods.
System-wide performance can then be regularly assessed against these expectations.
(These expectations need to be sufficiently granular to be effective – SMART targets. For
example, the MDB joint report on climate finance sets out monitorable targets for climaterelated lending volumes, by institution;19 another example is the nascent MDB commitment to
measure and report on the net carbon emissions of their operations).20
There should be a periodic inventory of ambition and mandates across the MDB system with
decisions as to when “emerging challenges” merit a permanent effort, with corresponding increases
in permanent resources untied to a particular shareholder or funding entity. Given the urgency for
action in the upcoming two decades, shareholders also urgently need to assess whether progress on
outcomes is rapid enough.

19

See, for example, http://pubdocs.worldbank.org/en/266191504817671617/2016-joint-report-on-mdbsclimate-finance.pdf.
20
See https://www.economist.com/news/finance-and-economics/21730448-environmentalists-allegetheir-lending-has-been-less-green.
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Setting a Vision for the Mobilization and Deployment of Public Finance
Shareholder resources, both for concessional and non-concessional on-lending, are not
being deployed in the most effective way. The model of allocation according to country income
levels no longer seems optimal. Consider this: shareholders argue for deploying concessional
funds to the poorest countries, yet in many special situations, the actual association between
recipient country per capita income and aid allocations is negligible, both for multilaterals and
for bilateral funding. As another example: low-income countries have availed of private finance
for revenue-generating infrastructure investments, when access to non-concessional multilateral resources could have been effective, with better development results because concessional
funding could then be redeployed. Conversely, MICs sometimes need concessional funds, but
current procedures make this cumbersome, as in the case of Lebanon and Jordan’s efforts to
help Syrian refugees.
Nevertheless, shareholders should take comfort in the fact that the existing MDB financing model is the most efficiently structured form of international public finance. Shareholders
typically only pay-in 6 percent of total subscribed capital, so even with extremely conservative
debt/equity ratios of 1:1, lending can be a 16-times multiple of contributions.21 If private sector
and client government funds match or exceed multilateral lending, total investment projects of
more than 32-times are possible. Over time, as MDBs reap profits from equity investments, leverage increases still further, making a 50-fold multiplier feasible over a decade. This arithmetic
suggests that $40 billion injected into the MDB system could generate $2 trillion in project and
program finance for sustainable development.
It is this potential for leverage and mobilization of development finance that makes the
MDB system so attractive as an instrument for achieving the global community’s goals.
Related to the question of capital adequacy is the issue of risk tolerance of shareholders
and the likelihood of a call on unpaid, subscribed capital. Multilateral institutions are unique
bodies, and methodologies for their credit rating are imperfect and evolving, with little hard
empirical data points (no IFI has actually defaulted on its debt and preferred creditor status is
hard to assess). Hence, some claim that IFIs are operating at a AAA+++ level and could take
on substantially more risk without jeopardizing their rating, while others are concerned about
maintaining the AAA rating at all costs, particularly for any individual IFI.
There have been many recommendations on MDB capital adequacy, the impact of callable
capital,22 balance sheet optimization, credit risk concentration and pooling, and the like. We suggest
that the deeper issue is to agree on and signal the scale of activity of MDBs (both financial and nonfinancial service delivery) and to work backward to develop scenarios for capital and risk tolerance.
In our view, scaling the system to deliver trillions more in project and program finance over the next
decade or so is an appropriate starting point for shareholder discussions and this would probably
require allowing the institutions to operate with less restrictive financial ratios, while still maintaining their AAA rating.

21
Total World Bank paid-in capital of $16.1 billion supports subscribed capital of $268.9 billion as of
June 30, 2016. Available at: http://treasury.worldbank.org/cmd/htm/financial_shareholder.html (accessed
25.05.2018).
22
Callable capital totals more than $650 billion for the World Bank and the four major regional MDBs,
but the vast majority is from countries with less than AAA ratings and of little use to MDBs, according to rating agency methodologies. To make better use of callable capital, MDB shareholders and their legislatures
should more clearly define the circumstances and process by which callable capital can be called, which might
convince rating agencies to give it more credit in their capital adequacy calculations [Humphrey, 2017, op. cit.].
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Enabling MDBs to Cooperate More Effectively Among Themselves
Major shareholders have long taken different views of individual institutions within the
MDB system. The report of the Meltzer Commission, established by the U.S. Congress in 1998,
was blunt in its assessment of why the U.S. Treasury seemed to favor the expansion of the World
Bank over that of regional development banks: “The U.S. Treasury does not wish to see power
and responsibility shift to the countries in the region. I [Meltzer] believe a shift of this kind is
likely in coming years, and it is best to make the transfer in an orderly way. Indeed, in Europe
and Asia the movement toward greater regional control is well underway” [Meltzer, 2004].
If MDBs are to cooperate more effectively as a system, shareholders must provide each
institution with additional flexibility to move beyond its geographic mandate if such a move can
add value to the system as a whole.
Given different client bases and charters, subject matter expertise among MDBs has
evolved organically rather than through top-down mandates. At times, such expertise emerged
from research and operational engagements with repeat clients. As examples, EBRD has welldeveloped skills and experience on the complexities of private sector financing, evaluation and
managing risk, especially in the energy sector; IDB is collaborating with universities; AsDB has
done extensive research and operations on regional spatial data and infrastructure; AfDB on
rural water; IBRD on climate.
Yet there are few cases of system-wide efforts to tap such expertise, either in formal partnerships or through inter-MDB memoranda of understanding. Best practice, such as EBRD/
AfDB collaboration on private sector development in North Africa, could be better shared and
practiced, and geography should not become a barrier to the use of specialized skills across the
MDB system [African Development Bank, 2011].
We believe that, with modern communications technology, subject matter specialization should
be used across the globe. Formal mechanisms to share best practice should be strengthened and allowing sister institutions to take the lead in particular areas would permit the system to realize economies of scale and scope in providing services. Helping countries craft coherent technical assistance
strategies is one area in which specialized MDBs could be of considerable use.
In examining the distribution of specializations in a systemic manner, the significant presence
of U.N. agencies in many domains must be reckoned with; MDB shareholders need to be wary of
undercutting or duplicating other international efforts to achieve the SDGs through the propagation
of competing mandates.
Ensuring Governance Evolves to Support Legitimacy and Effectiveness
Client trust is central to the MDB value proposition and is based on client confidence with
current and future governance. The Zedillo Commission views on the World Bank are worth
repeating:
“Current mechanisms for strategy formulation are not adequate for setting priorities and guiding
operations. As a result, they undermine members’ ownership of the Group’s strategy, foster mission creep, and increase the risk of misallocating resources or stretching them too thin. In addition,
the institution’s decision‐making process is widely seen as allowing many member countries insufficient voice and opportunities for participation. Finally, there is insufficient institutional accountability for results – a problem that ultimately weakens the effectiveness and legitimacy of the World
Bank” [Zedillo, 2009].

These observations are as relevant to the MDB system as to individual institutions. A vision of a system serving all developing countries requires a governance structure that permits
adequate voice.
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Governance in multilateral institutions does matter. Research suggests that among MDBs,
those where borrowing countries have more voice have: less reliance on a compliance rulesbased culture, and more cost-effective linkage between safeguards and development benefits;
less conservative financial policies; more flexibility in allocation procedures; and less internal
oversight and cost [Kharas, 2015].
The corporate governance of the MDBs should guide management choices on strategy,
flexibility and responsiveness, while holding them accountable for development results. In
some MDBs, however, the number of staff in shareholder offices has swelled to levels (several
hundred in the case of IBRD) that are inconsistent with simple provision of strategic oversight.
Today’s Board members are like parliamentarians who impose substantial costs on the system
with few benefits in terms of transparency and accountability of management.
If the MDBs are to behave as a global system, the governance of each part should permit
a global representation. What is at stake is the preservation of the cooperative nature of the institutions as representing the collective response of nations to the pressing global development
issues of the day.
To realize a holistically functioning MDB system, strategy setting for the long-term, and accountability for results, are urgently needed. The MDBs have made a start in thinking through collective commitments, as evinced in the “Joint MDB Statement of Ambitions for Crowding in Private
Finance.” Taking a page from that joint effort, the MDBs could use the same kind of methodology to
identify their contributions to Agenda 2030 results. A governance framework that periodically takes
stock of system – wide results, say every four or five years, would facilitate follow-up and course
corrections in individual institutions.23 Likewise, the time is ripe for a careful system-wide review of
the costs and benefits of current Board structures and staffing.
No formal structure that would facilitate an exchange of views and the forging among
shareholders of a consensus on the mandate and operational modalities for the MDB system
exists. Rather than construct a new layer, we recommend making use of existing fora.
Any dialogue on the MDB system must be legitimate and effective and enjoy the trust of
all MDB stakeholders. It is likely that multiple fora might be needed. For example, a special
session of the Development Committee could be organized; but representation there is the 25
members represented on the boards of executive directors of the World Bank and the IMF.
Pursuing the discussion at the U.N., perhaps in conjunction with the quadrennial High Level
Political Forum Summit, would add legitimacy and broaden representation. Bringing recommendations to the G-20 offers the chance to engage more directly with ministers of finance.
Each forum has its own added value; together they could show a way forward for the system as
a whole.
Section 4. Summary and Conclusions
Government and market failures are rife in developing countries, and addressing them in
a way that advances sustainable development and achieves the goals of Agenda 2030 remains
key to the fundamental mandate of MDBs. In a world with new opportunities provided by data,
technology, innovation and a new willingness of private capital to invest in developing countries, the scope for MDBs to scale up their development impact is considerable. There is also
an urgency to do so now, as today’s choices regarding the scale and technology of investments
in infrastructure and human capital will lock-in development pathways for decades to come.
While MDBs’ considerable financial, human and cultural assets can help clients, teamwork among the multilaterals is rarely encouraged. The geographic boundaries that have shaped
23
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the development finance architecture are blurring. While geography will remain an important
element of comparative advantage for regional banks, they each have expertise that can be more
widely used by the system.
The greatest risk today is of “active inertia.” Independent evaluations suggest the MDBs
are each successful in their own activities, but are not collectively delivering at the scale and
scope demanded of them, nor investing enough in systems, such as those for common environmental, social and governance standards, which would facilitate inter- operability. In such an
environment, incremental governance reviews within each institution will not generate the big
and bold changes to the system that are needed.
Such changes include potentially fundamental shifts in business models to focus more on
upstream activities – from project and program design through construction and implementation.
Another way to correct inertia is for the MDBs to focus on institutional support to develop
national platforms that serve as tools for planning and originating projects and that can pool
different sources of finance, including long-term local currency capital.
Other business model changes should revolve around engagements in contexts of fragility,
high debt, and UMIC – levels of prosperity.
Changes in financial models are needed as well. Discipline in optimizing the use of capital
could require greater levels of asset sales and the recycling of funds. This in turn raises questions
of loan pricing. It could also imply greater use of risk-sharing and risk- mitigation instruments
that need appropriate pricing.
Internal staff incentives also need review to align with new metrics of knowledge, de-risking, mobilization of private finance and institutional collaboration.
The responsibility for introducing these changes falls to the governance of each MDB.
Currently, board involvement in each transaction in most MDBs distracts attention from efforts
to improve efficiency, effectiveness and legitimacy in each institution. Change in each of these
areas could yield substantial benefits.
We are concerned that an incremental shareholder review process among MDBs will not
generate the kind of governance improvements the entire system needs. Accordingly, we propose more structured discussions on the MDBs in three fora: the Development Committee, the
U.N.’s quadrennial High Level Political Forum Summit on the SDGs, and the G-20. These
discussions could take stock of whether the impact of the MDB system is delivering sufficiently,
in scope and breadth, on the major challenges faced in implementing the world’s global goals.
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Новая глобальная повестка дня, ядром которой является Повестка дня в области устойчивого развития на период до 2030 г., всеобъемлюща и универсальна. В настоящее время определены три главные цели: возобновление
роста, обеспечение реализации Целей устойчивого развития (ЦУР) и выполнение задач Парижского соглашения
по климату, связанных с борьбой с изменением климата и адаптацией к его последствиям. Достижение этих целей потребует значительного расширения и переориентации инвестиций, особенно в области устойчивой инфраструктуры и человеческого развития. Их реализация является неотложной задачей, поскольку мир столкнулся
с самой большой волной экспансии городов в истории, а в течение следующих 15 лет начнет функционировать
больше инфраструктурных объектов, чем существует в мире сегодня. Также это последняя возможность выработки эффективных подходов к управлению масштабными демографическими переходами.
Капитальные вложения и технологический выбор в ближайшие два десятилетия закрепят тенденции карбонизации, урбанизации и демографии. Они будут определять будущее человечества и нашей планеты до конца
нынешнего столетия и далее.
1

Институт Брукингса – некоммерческая организация, проводящая исследования и осуществляющая выработку независимых политических решений. Миссия института – проводить высококачественные независимые исследования и на основе этих исследований предоставлять инновационные практические рекомендации для разработчиков политики и общественности.
Институт зарубежного развития является ведущим независимым аналитическим центром по
вопросам международного развития и гуманитарной деятельности. Его миссия состоит в стимулировании и информировании политики и практики, направленных на сокращение масштабов нищеты
и обеспечение устойчивых средств к существованию в развивающихся странах за счет сочетания высококачественных прикладных исследований, практических консультаций по вопросам политики и
ориентированного на эту политику обсуждения и распространения знаний.
Центр глобального развития работает над сокращением глобальной нищеты и неравенства посредством скрупулезных исследований и активного взаимодействия с политическим сообществом,
чтобы сделать мир более процветающим, справедливым и безопасным для всех.
Выводы и рекомендации данной статьи принадлежат исключительно ее авторам и не отражают
взглядов упомянутых учреждений, их руководства или других сотрудников.
Поддержка данной публикации была великодушно предоставлена Фондом Билла и Мелинды
Гейтс и Фондом Рокфеллера. Институт Брукингса, Центр глобального развития и ODI считают, что
основная ценность их работы заключается в абсолютной приверженности качеству, независимости и
воздействию. Деятельность, поддерживаемая их спонсорами, отражает эту приверженность.
Более ранняя версия настоящей статьи была представлена на симпозиуме Группы видных деятелей «Группы двадцати» по глобальному финансовому управлению во Франкфурте, Германия, 4 декабря 2017 г. Данная версия статьи значительно улучшена по результатам обсуждения.
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Условия, в которых предстоит решать эти задачи, весьма сложны. Во многих странах рост инвестиций
и производительности замедлился, усиливается неравенство и сохраняется безработица, растут напряженность, уязвимость к шокам и их частота. В то же время существуют масштабные возможности для использования новых технологий и растущего потенциала частного сектора. Сегодняшний сверхсвязанный мир требует
сочетания мероприятий, охватывающих частные блага, национальные общественные блага и региональные /
глобальные общественные блага для решения задач устойчивого развития.
Повестка дня требует достижения адекватных масштабов государственного вмешательства, серьезного отношения к социальной и экологической устойчивости, а также управления побочными эффектами, распространяемыми между секторами и через границы. Также требуется активизация международного сотрудничества для реализации трансформационных изменений и мобилизации финансирования в беспрецедентных
масштабах.
Многосторонние банки развития (МБР), обладающие высокоэффективным потенциалом помощи странам в укреплении политических и институциональных основ реализации данных задач, а также привлечения
финансирования, должны сыграть в этом процессе центральную роль. Они пытаются реагировать на существующий запрос, но людские и финансовые ограничения, а также неясные и чрезмерно широкие мандаты, определяемые акционерами, сдерживают их. Уточнение мандатов и устранение указанных ограничений имеют важное
значение для расширения и повышения эффективности поддержки ими новой глобальной повестки дня.
Уникальная финансовая структура МБР позволяет им использовать ресурсы акционеров, мультиплицируя
их и предоставляя финансирование по низкой стоимости. Это, в свою очередь, позволяет привлекать финансирование из других источников, особенно со стороны частного сектора. При лучшей системной координации
МБР смогут повысить качество удовлетворения потребностей все более разнообразных клиентов, но для этого
требуются консенсус среди акционеров и финансовая поддержка с их стороны соответствующих усилий МБР.
Независимые оценки показывают, что каждый отдельно взятый МБР демонстрирует хорошие результаты работы, но в рамках системы эффективность недостаточна.
В данной статье предлагаются пути улучшения согласованности политики и операционной деятельности
между МБР и описывается, как совершенствование управления со стороны акционеров может способствовать
достижению этой цели. Основное внимание уделяется необходимости увеличения финансирования инвестиций
в развивающихся странах, но статья должна рассматриваться в более широком контексте управления процессами глобализации, особенно в отношении торговли и финансовой стабильности.
Ключевые слова: многосторонние банки развития; цели устойчивого развития; инвестиции; развитие
человеческого потенциала; глобальное управление
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Abstract
The Group of 20 (G20) was launched as a leaders’ forum in the midst of the 2008 financial crisis and quickly agreed
to undertake coordinated economic stimulus efforts. While those early measures helped stabilize the global economy,
the negative impacts of the crisis on employment continued to mount through 2009. The leaders turned their attention
to labour market issues; labour and employment ministers met in 2010 and thereafter. However, the G20 and a
number of other countries erroneously reversed the stimulus approach beginning in Toronto in 2010, leading to weak
recovery, entrenchment of unemployment and stagnation of wages. Labour ministers increasingly advocated more
robust labour market policies, but were resisted by finance ministers. The leaders themselves agreed to increasingly
strong statements on wages, inequality and social issues but most G20 countries did not implement them. When the
political backlash against globalization emerged in 2016 the G20 was seen by many as part of the out-of-touch elite
that failed to address the difficulties and economic anxiety suffered by many G20 member households. The G20
should adjust course by implementing, in a coordinated manner, policies that can increase employment and incomes
and reverse growing inequality. This paper lays out two practical examples of such policies. The first is a coordinated
increase in minimum wages across the G20 to provide direct support to low-wage workers, restart overall wage growth
and increase demand. If implemented by the entire G20 this would provide a serious stimulus to global demand,
which still remains weak, and avoid competitive undercutting among G20 members. The second is a coordinated
increase in financing for programmes to help those who have lost as a result of globalization. Losers often suffer very
harsh economic effects and few G20 countries compensate them adequately. A well-advertised, coordinated effort
including policies such as these could demonstrate the relevance of the G20 to populations that have benefited little
from the group’s efforts to date.
Key words: G20; international policy coordination; economic impacts of globalization; wages and incomes;
international political economy
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Introduction
The launch of the Group of 20 (G20) as a leader’s forum in 2008 represented an ambitious,
potentially game-changing approach. It set out to address the global financial crisis through
coordination of economic policies across the largest economies in the world, thus setting aside
the exclusionary Group of 7 (G7) model in favour of a more representative coordinating body
that for the first time included emerging economies and all regions. Based on its early success in
coping with the crisis, the G20 leaders designated it as the premier forum for their international
economic cooperation.
However as has now been widely noted, the accomplishments of the G20 since then have
been disappointing. Its subsequent actions did not restore global economic growth to pre-crisis
levels and the leaders’ repeated promises to take steps that would create more and better jobs for
the populations of G20 members have not been realized.
These failures occurred despite repeated discussions of macroeconomic and employment
policies at G20 summits and ministerial meetings which produced pledges to address inequality and labour market exclusion. Now the G20 finds itself in the middle of the backlash against
globalization, a backlash founded in significant part on popular dissatisfaction with stagnant
incomes and widening inequality in the economies of many members.2 This paper reviews the
history of the group’s promises and failures in this regard and lays out a potential path forward.

The History of Employment Issues in the G20’s Agenda
and Institutions
The G20 was established in 1999 as a finance ministers’ forum, created to coordinate responses
to the Asian financial crisis. There was recognition that the crisis could be more effectively addressed if macroeconomic policies could be coordinated. Equally, there was recognition that
the G7 was not up to the task since it did not include the affected countries and was largely oriented toward the West. Eight years later, when the global financial crisis hit in 2007–2008, the
G20 configuration was again seen as a useful format, incorporating countries accounting for a
large share of the global economy at both advanced and developing levels. It was appropriated to
serve as a coordination mechanism at the leaders’ level, with preparatory work done at finance
ministerial level.
At the first leaders’ summit in Washington in November 2008, the discussion and agreements were focused almost exclusively on the financial aspects of the crisis. However, by early
2009 the impact of the crisis on the real economies of members was mounting dramatically and
in many of the G20 countries unemployment was rising rapidly. Unemployment, especially a
sharp and visible increase in unemployment, is always a very significant domestic political issue
in any country and therefore commanded the attention of the leaders.
At their next meeting in London in April 2009, the leaders went beyond the financial
system to address the overall economic contraction and rise of unemployment. They agreed
upon an unprecedented, coordinated fiscal stimulus. In their communiqué from that summit
the leaders addressed the issue of employment explicitly and have continued to do so in all
subsequent declarations. At the summit in Pittsburgh in September 2009, President Obama announced that the U.S. secretary of labour would invite her counterparts to the first G20 labour
and employment ministerial in early 2010 to discuss ways to create more jobs.
2
These trends have been analysed in both popular and academic work covering a number of G20
countries. For example, see Frieden [2018].
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That first ministerial took place in April 2010 and marked the start of substantive discussion and recommendations from the G20 on labour and social issues. It also began a gradual
institutionalization of an employment track. A labour and employment ministers’ meeting (referred to as LEMMs) has been held every year since then. The ministers issue a declaration after
each year’s meeting and these have tended to be relatively robust, with detailed calls for action
that would genuinely improve labour markets if adopted.3 In 2014 a formal, standing G20 Employment Working Group was established.
It is interesting to note that despite the very different economies of the members and
the different political character of their governments, the labour and employment ministers
converged on the need for a working group on labour and on a broad range of employment
issues. These ministers face the difficult challenge of stimulating job creation, responding to
unemployment and managing policies on wages and social protection; they are accountable
for achieving goals and targets. As a result, the discussions, agreements and declarations of the
LEMMs are usually concrete and ambitious in terms of addressing the need for more and better
quality employment, household incomes and economic security. The ministers have generally
been open to learning from each other’s policies and practices.
By contrast, there has often been disagreement between the views of the labour ministers
as a group and the finance ministers’ group, including about the critical question of coordination of macroeconomic, labour and social policies. It is also worth noting that the lack of policy
coherence between the finance track and employment track is often reinforced by a divergence
between the views and influence of the invited international organizations, for example between
the International Monetary Fund (IMF) and the International Labour Organization (ILO).
In 2013 Russia took a bold step by hosting the first joint meeting of finance ministers with
labour and employment ministers to encourage more coherence in economic policymaking
[G20 Labour and Employment and Finance Ministers’ Meeting, 2013]. However in practice,
the labour ministers’ views had little observable impact on the finance ministers’ final decisions.

The Substance of G20 Debates and Recommendations Regarding
Employment and Social Policies
Turning to the substance of the policy debates, it is important to situate these discussions within
the overall political dynamics of the G20. All policy debates, including those on employment,
are overseen by the sherpas. The relative convergence of labour and employment ministries’
views is not always shared by the sherpas, who are typically aligned either with the strategic arms
of economic policymaking in their governments or with their finance ministries and treasuries.
At the same time, the sherpas represent their leaders, who must deal with the politically sensitive topics of employment and incomes. There is often a struggle at the sherpa level between
those who – genuinely or cynically – want to see strong statements in the leaders’ communiqué
about jobs, incomes and inequality and those who want to keep these issues out of the statement because they could be read domestically as criticism of their government’s policies or lack
thereof.
The specific topics of debate evolved from 2010 onwards, with an early focus on policies to
address overall unemployment and youth unemployment in particular.4 Gradually the debate
was broadened to include the quality of job creation and wages and the closely related topics of
3
A wide selection of G20 documents related to employment issues is available at: http://www.ilo.org/
global/about-the-ilo/how-the-ilo-works/multilateral-system/g20/leaders-summits/lang--en/index.htm.
4
For example, see G20 Labour Ministers Meeting [2010].
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inequality and the declining labour share in the overall income of almost all G20 countries.5
This shift was a result of the interests and political preferences of host governments as well as the
efforts of ad hoc coalitions of members, the influence of international organizations and civil
society groups and the widening anxiety among publics in many G20 countries about stagnant
living standards, employment insecurity and growing inequality.6
The host government plays a significant role in setting the agenda and establishing the
relative attention paid to different topics as well as holding the pen in drafting the outcome
statements. The host’s priorities reflect its own domestic political ideology, the challenges of
the moment and its assessment of what it can accomplish during its turn on the world stage. It
is important to note that a country’s stance is determined in part by the differences in views and
bargaining between its finance, labour and other ministries. Other members may also make efforts at agenda setting based on their own key issues and, like the host, will work to build ad hoc
coalitions to achieve their goals.
The employment issues that have been debated can be broadly divided into what are called
active and passive labour market policies, with active policies including measures to train unemployed workers and help them find jobs, while passive measures provide income support in
the form of unemployment benefits or other income assistance. One could say that an emphasis
on active measures aligns well with a neoclassical economic perspective that focuses on supply
while passive measures align with a Keynesian view that overall demand is equally or more important in determining labour market outcomes.
This debate evolved against the backdrop of a false complacency in the G20, beginning in
2010, that demand was recovering; this complacency was reinforced by projections by the IMF
and the Organisation for Economic Co-operation and Development (OECD) that predicted a
fairly rapid return to growth [G20 Toronto Summit Declaration, 2010]. The stimulus measures
to increase demand that were the foundation of the economic recovery up to that point were
discarded prematurely and fiscal consolidation was instead put forward as the appropriate next
step. This consolidation constrained government demand and compounded the problem of insufficient consumer and investor demand. Emphasis was also placed on structural reforms to
increase growth by stimulating the supply side. In the labour market context, the structural reforms advocated by some countries (as well as by the IMF and OECD) included labour market
deregulation, weakened employment security protections, reduced unemployment benefits and
restrictions on other income support programmes in order to increase labour supply. However,
several governments (and the ILO) continued to insist that the problem in labour markets was
lack of demand rather than insufficient supply. As a result, there was not a strong consensus on
how to address the lingering problems in employment and incomes and the final leaders’ statements reflect ambiguity on these points.
The Employment Working Group and its subcommittees also addressed questions of sustainable social protection systems, productivity, technology and demographic change.7 They
have examined a range of policy analyses and experience to make recommendations in those
areas, many of which were endorsed by ministers and are reflected in leaders’ statements.
From a labour and social perspective, the most progressive and ambitious texts at both
the LEMM and leaders’ levels came during the Turkish presidency in 2015.8 They placed
5

For example, see G20 Labour and Employment Ministers Meeting [2013].
A useful summary of the issues and citations to a wide range of academic and other studies can be found
in the report prepared by the International Labour Organization, International Monetary Fund, Organisation
for Economic Co-operation and Development and the World Bank Group [2015].
7
As noted above, many G20 documents related to employment issues are available in a document
prepared by the G20 Labour and Employment Ministerial Declaration [2017].
8
G20 Leaders’ Communiqué [2015].
6
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a strong emphasis on the need to improve the quality of jobs, address inequality, raise wages
and strengthen social protection systems. Host Turkey was receptive to these issues because of
its own domestic policies and Argentina benefited from this receptivity by pushing successfully
for the creation of a subgroup of the Employment Task Force to work extensively on inequality
and the declining share of labour income in most G20 economies.
The pivotal text from the 2015 leaders’ communiqué reads:
Para 6. We are committed to ensure that growth is inclusive, job-rich and benefits all segments of
our societies. Rising inequalities in many countries may pose risks to social cohesion and the wellbeing of our citizens and can also have negative economic impact and hinder our objective to lift
growth. A comprehensive and balanced set of economic, financial, labour, education and social
policies will contribute to reducing inequalities. We endorse the Declaration of our Labour and
Employment Ministers9 and commit to implementing its priorities to make labour markets more
inclusive as outlined by the G20 Policy Priorities on Labour Income Share and Inequalities.10 We
ask our Finance, and Labour and Employment Ministers to review our growth strategies and employment plans to strengthen our action against inequality and in support of inclusive growth. Recognizing that social dialogue is essential to advance our goals, we welcome the B20 and L20 joint
statement on jobs, growth and decent work [G20 Leaders’ Communiqué, 2015].

The Chinese and German presidencies retained some elements of these commitments in
weaker form but broke no new ground on employment, inequality and social issues in the G20
countries.

The G20 and Inclusive Globalization – A Missed Opportunity
With regard to labour market and social issues, as with many other issues, there has been a significant difference between commitments made by G20 leaders and ministers and the actual
implementation of those pledges. The negotiated statements, reflecting the consensus or compromises worked out by the sherpas regarding the issues on the table, may or may not change
behaviour by members. Most often they do not change policy or practice, but instead are used
selectively to reinforce already-decided stances. Even in cases where explicit numerical targets
have been agreed, for example to increase women’s participation in the labour force, the approach by member governments has typically been to recast existing policies as instruments to
achieve their commitments rather than adopting new or additional policies.
That said, the evolving statements by labour ministers and leaders on employment and
social issues has served to shift the overall policy stance of the G20 in the direction of acknowledging the rise of inequality, wage stagnation and other sources of working and middle-class
economic insecurity in the high-income countries and continued informality, inequality and
poverty in most of the emerging G20.
Given this evolution of the discussion and explicit recognition of these problems, it is
fair to say that the G20 leaders have failed to effectively seize the opportunity to address the
economic insecurities of their publics. The G20 as a group has not devoted political will to
pro-equity policies of the sort that the Employment Working Group has advocated. In short,
the G20 wasted very good opportunities to get out ahead of the backlash against globalization.
In order to understand the reasons for that failure one must examine the political equilibrium among G20 governments, that is, the distribution of views on these issues across the
9

G20 Labour and Employment Ministerial Declaration [2015].
G20 Policy Priorities on Labour Income Share and Inequalities, Annex 1 to the G20 Labour and
Employment Ministerial Declaration [2015].
10
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group. Throughout 2015 the then-incumbent governments of Brazil, Argentina and Turkey
were generally supportive of pro-employment, pro-equity policies. They were usually joined
by China, Russia and South Africa on these issues and occasionally by the U.S. and France.
Meanwhile most of the G7 countries gave lip service at best to these policies, despite the fact
that it is those countries that have experienced the strongest erosion of public confidence in
the liberal international order and rising antiglobalization sentiment. If the G7 countries had
acknowledged these trends and devoted more political will to the issues, there would have been
a working majority through 2016 for stronger coordinated action to make growth more inclusive
and to build their publics’ confidence in international cooperation. In this light, the G20 as a
whole came to be seen by many as part of the syndrome of out-of-touch elites that failed to
recognize the difficulties and economic anxiety suffered by many households.

Looking Forward, How Can the G20 Better Harness
Macroeconomic, Social and Labour Policies
to Create Good Jobs and Improve Public Confidence?
Recent political surprises in the U.S., UK, Italy, France and Korea (and to a lesser extent in
other G20 countries) share a common foundation in the sentiment felt by large portions of the
publics that governing elites have been unresponsive to their economic anxieties. In many highincome countries inequality, wage stagnation and employment insecurity had been building
well before the crisis but have been exacerbated by a recovery that favours the wealthy, investors
and financial sectors over – and indeed often at the expense of – the large majority of working households. These households’ fears about their economic security and their children’s
employment prospects have been compounded by the spread of involuntary part-time, temporary and other nonstandard working arrangements, the rise of low-paid work and the advent of
platform-based work, robotization and artificial intelligence.
In emerging G20 countries there has been more growth and some spillover of its benefits to middle-income households, but inequality is generally rising and poverty alleviation has
slowed in most of them.
In this environment there is a renewed urgency for governments to address the economic
well-being of their citizens and for intergovernmental organizations like the G20 to provide an
overarching framework for coordinated action to achieve more inclusive growth. In the absence
of such leadership, the widespread weakness of household incomes and demand will continue to constrain global growth or lead to increased household indebtedness to maintain living
standards, feeding future financial crises.
The response of the G20 going forward must take into account two overarching changes of
recent years. First is the changing distribution of economic weights (in particular the increase in
the size of the Chinese and some other emerging economies). Second is the shift in geopolitical
behaviour based both on this changing economic foundation and the reaction against globalization that has disrupted politics in many countries and brought new and unpredictable individuals or parties into power. The realignment struggles that we are witnessing at the geostrategic
level will also play out in the G20.
The tensions in an array of bilateral relationships will also affect the ability of sherpas to
fashion coalitions and forge agreement on policy commitments. For example, tensions have
increased in bilateral relations between U.S.-China, U.S.-Mexico, U.S.-Germany, GermanyTurkey, Turkey-EU, Japan-Korea and so on. The next period will also involve complex negotiations to revise the terms of previously settled arrangements, for example Brexit and NAFTA.
The countries involved will engage in “strategic behaviour” (or, more correctly, tactical beha-
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viour) to enhance their bargaining position in those negotiations. In general, some countries
may become more wary of aligning with the United States. Elections in Germany, Mexico
and Brazil could affect the political orientation in those countries, including on key questions
facing the G20. And of course, beyond changes in political administrations and philosophies,
the G20 sometimes becomes hostage to bargaining over the crises of the moment and this can
involve trading support, particularly from less powerful countries, for something unrelated, and
perhaps not even on the G20’s agenda.
All of this makes it harder for the G20 governments to act cooperatively and means
that there is heightened unpredictability about outcomes, underscoring the indeterminacy of
prospects for the G20 to fulfill its role as “the premier forum for international economic cooperation.”
That said, the G20 could provide leaders with a prestigious international forum in which
to agree on policies that would address domestic political needs and demands of disaffected
publics while gaining collective synergies and avoiding competitive undercutting.
A practical example of a very meaningful step that leaders could take would be to agree on
a coordinated increase in the minimum wage in all G20 countries.11 The minimum wage sets
the wage floor in the labour market and affects the lowest paid while also nudging up wages
above the minimum. Even in countries with large informal sectors, research shows that minimum wage increases also lift wages in the informal sector. Productivity has been growing faster
than minimum wages in almost all G20 countries, sometimes dramatically. If the benefits of
economic growth and technology are to be shared, this broken connection between productivity growth and wage growth must be repaired. Research also shows that lifting wages drives
productivity. Despite claims by some, most studies show negligible effects on employment of
minimum wage increases because rising wages increase overall demand and lead to increases
in productivity.12 By agreeing to a step change across the huge G20 economies which account
for most global production and consumption, there would be little competitive disadvantage
to those participating and potential large gains in terms of expanded global demand. The G20
could also use its bully pulpit, aid and trade incentives to persuade non-G20 countries such
as Bangladesh, which set global wage floors in low-skill sectors, to follow suit and raise their
minimum wages.
Another practical example would be an agreement to spend a target percentage of gross
domestic product (GDP) on compensation for those who lose from economic integration. It is
well established in trade theory and practice that there are gains from economic openness but
they are not evenly distributed.13 The losers may lose a lot, as has happened in deindustrialized
communities in many advanced economies [Autor, Dorn, Hanson, 2016]. The winners, such
as financial investors, may win a lot. In theory, the winners could compensate the losers but in
practice the redistribution does not take place, or if it does it is at such de minimus levels that
there is no rebalancing of pain and gain. The G20 could buttress its stated goals of maintaining
global integration and trade openness in the face of the strong backlash by agreeing to increase
redistribution by a certain percentage increment of GDP, adapted and applied in ways that are
appropriate to the specific patterns of growth, trade and inequality in each country.
As with other aspects of the highly interconnected global economy, the benefits to any one
country that implements such policies would be greatly enhanced and any potential competi11

A useful review of the effects of minimum wages along with citations to a range of academic studies on
the topic can be found in Kuddo, Robalino and Weber [2015].
12
A series of meta studies of research on the impact of minimum wage increases on employment find
small or insignificant and sometimes positive effects. Examples of such meta studies include Betcherman
[2014] and Leonard, Stanley and Doucouliagos [2013].
13
A clear presentation of the issues can be found in Rodrik [2018].
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tive disadvantages would be mitigated by coordinated action across the other G20 economies,
particularly the largest ones.
The work already done by the Employment Working Group and its subcommittees provides many other sound and practical recommendations that could foster creation of better jobs
and incomes based on a coherent mix of macroeconomic, labour and social policies. Actually
adopting these or other policies yet to be developed would allow the G20 to turn promises of
inclusiveness into reality and to lead a meaningful and effective response to the backlash against
globalization.
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«Группа двадцати» на уровне лидеров была создана в разгар финансового кризиса 2008 г. и быстро достигла консенсуса в отношении скоординированных усилий по стимулированию экономики. Хотя эти срочные меры способствовали стабилизации мировой экономики, кризисные негативные последствия для занятости продолжали нарастать в течение 2009 г. Лидеры «двадцатки» обратили внимание на вопросы рынка труда, в результате чего
в 2010 г. министры труда и занятости стран-членов собрались на свою первую встречу, продолжив эту практику в дальнейшем. Однако с саммита 2010 г. в Торонто члены «двадцатки» и ряд других стран ошибочно отказались от стимулирующего подхода к экономической политике, что привело к снижению темпов восстановления
экономики, росту безработицы и стагнации заработных плат. Министры труда выступили за более активную
политику на рынке труда, но столкнулись с несогласием со стороны министров финансов. Лидеры «двадцатки»
принимали все более решительные заявления по проблемам заработной платы, неравенства и социальной сферы,
но большинство стран-членов не предпринимали соответствующих мер. Когда в 2016 г. начала проявляться негативная политическая реакция на глобализацию, «Группа двадцати» стала восприниматься многими как форум
далекой от простых граждан элиты, которая не смогла устранить проблемы и снизить градус тревоги в отношении экономической ситуации со стороны значительного количества домохозяйств в странах-членах. «Группе
двадцати» следует скорректировать свой курс в этой области на основе скоординированной реализации политики, направленной на увеличение занятости и доходов и перелом тенденции растущего неравенства. В данной
статье предлагаются два практических примера такой политики. Один из них – скоординированное повышение
минимальной заработной платы во всех странах «двадцатки», оказание прямой поддержки работникам с низкими зарплатами, возобновление общего роста заработной платы и увеличение спроса в экономике. Если данный
подход будет реализован всеми членами «Группы двадцати», это станет серьезным стимулом для увеличения
глобального спроса, который все еще остается на низком уровне, и поможет избегать конкуренции между ними.
Вторая идея – согласовать скоординированное увеличение финансирования программ, направленных на содействие тем, кто понес потери в результате глобализации. Они часто сталкиваются с очень серьезными экономическими последствиями, и лишь немногие из стран «двадцатки» адекватно компенсируют соответствующие
потери. Хорошо освещаемые скоординированные усилия, в том числе в рамках указанных направлений политики,
могли бы продемонстрировать соответствие «Группы двадцати» интересам тех групп граждан, которые практически не получили выгод в результате ее деятельности к настоящему времени.
Ключевые слова: «Группа двадцати»; координация политики на международном уровне; экономические
последствия глобализации; заработная плата; доходы; международная политэкономия
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