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r decades, students of security and international politics
have debated the emergence of amulti-polar system. It's
time we recogni ze the new economic parallél.

If 1989 saw the end of the “Second World” with
Communism’s demise, then 2009 saw the end of what
was known as the “Third World.” We are now in afast-
evolving multi-polar world economy in which some
developing countries are emerging as economic powers,
others are moving towards becoming additiona poles of
growth, and some are still struggling to break out of poverty.

Poverty remains and must be addressed, aswell as post-conflict and failed
states and global challenges such as climate change. But the manner in which
we address these issues is shifting. The outdated categorizations of First and
Third Worlds, donor and supplicant, leader and led, no longer fit. The impli-
cations for multilateralism, global cooperative action, power relationships,
development, and international institutions are profound.

MULTILATERALISM MATTERS

The global economic crisis has shown that multilateralism matters. Staring
into the abyss, countries pulled together to save the global economy. The
modern G20 was born out of crisis. It showed its potential by quickly acting
to shore up confidence. The question now iswhether this cooperation was an
aberration.

Will historians look back on 2009 and see it as a singular case of inter-
national cooperation, or the start of something new?

The danger now isthat asfear of the crisisrecedes, so will willingnessto
cooperate. Thiswould be amistake. Economic and political tectonic platesare
shifting. We can shift with them, and not continue to view anew world through
the prism of the old.

Robert B. Zodllick is president of the World Bank Group. Thisarticleis
based on a speech Mr. Zoellick delivered at the Wobodrow Wson Center for
International Scholars April 14, 2010.



FUTUREATLAS.COM

WHAT IS DIFFERENT?

The developing world was not the cause of the crisis, but it
could be an important part of the solution. Our world will
look very different in ten years, with demand coming not
just from the United States and advanced economies but
from around the globe.

Already we see the shifts. Asia's share of the global
economy in purchasing power parity terms has risen steadily
from 7 percent in 1980 to 21 percent in 2008. Asia’s stock
markets now account for 32 percent of global market capi-
talization, ahead of the United States at 30 percent and
Europe at 25 percent. Last year, Chinaovertook Germany to
become the world’s biggest exporter. It aso surpassed the
United States to become the world'slargest car and vehicle
market.

The developing world isbecoming adriver of the global
economy. Much of the recovery in world trade has been due
to strong demand for imports among devel oping countries.
Even though devel oping world imports are about half of the
imports of high-income countries, they are growing at a
much faster rate. As aresult, they accounted for more than
half of the increase in world import demand since 2000.

NEW POLES OF GROWTH

The world economy is rebalancing. We are witnessing a
move towards multiple poles of growth as middle classes
grow in developing countries, hillions of people join the
world economy, and new patterns of integration combine
regional intensification with global openness.
Thischangeisnot just about Chinaor India. The devel-
oping world's share of global GDPin purchasing power par-
ity terms hasincreased from 34 percent in 1980 to 43 percent
in 2010. Developing countries are likely to post robust
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Changes in government policies can create
opportunities for private-sector growth, whichin
turn offers servicesto other entrepreneurs. Inthe
ten yearsto 2008, the private sector hasinvested
more than $60 billion in information and
communications technology in Africa; 65 percent
of Africans are now within reach of wireless
voice services, and there are four hundred
million mobile phonesin usein Africa.

growth rates over the next five years and beyond.
Sub-Saharan Africa could grow by an average of
over 6 percent to 2015, while South Asia, where
half theworld’s poor live, could grow by as much
as 7 percent ayear over the same period.

Southeast Asia has become a middle-income
region of almost six hundred million people, with growing
ties to India and China, deepening ties with Japan, Koresa,
and Australia, and continuing links through global sourcing
to North Americaand Europe.

The Middle East region is an important source of cap-
ital for the rest of the world, and increasingly a business-
service hub between Asia—East and South—and
Euro-Africa. Grossofficial reserves of the Gulf Cooperation
Council countrieswere over $500 billion at the end of 2008,
with estimates of sovereign wedlth fund assets of asmuch as
$1 trillion. If the Maghreb can move beyond historical fault
lines, it can be part of a Euro-Med integration linked to both
the Mideast and Africa

In the Latin American and Caribbean region, sixty mil-
lion people were lifted from poverty between 2002-08 and
agrowing middle class boosted import volumes at an annual
rate of 15 percent.

AFRICA’S POTENTIAL

Africamissed out on the manufacturing revolution that lifted
East Asia's economies out of poverty and into prosperity.
But Africano longer needs to be | eft behind.

Today in many African countries even small, inexpen-
sive items such as soap or slippers, or basic tools or con-
sumer goods, are imported. If Africans remove the barriers
to domestic production and local entrepreneurship, while
creating conditions for outside investors to shift production
to Africa, then African development could blossom. Unlike
past failed efforts to favor import-substitution interests
behind protectionism, this approach could capture benefits
from regional integration within global markets.

What would it take? As afirst step, the 80 percent of
Africans earning $2 a day or less need to earn enough
income to be able to buy basic consumer goods. Agriculture
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isthe main source of jobs and an early opportunity to boost
productivity and income. Investment is needed all across
the agricultural value chain: property rights, seeds, irrige-
tion, fertilizer, finance, basic technologies, storage, and
trangport to market. Since about two-thirds of African farm-
ersare women, we need to help them get legal and property
rights and access to services.

With dightly higher incomes and living standards in
place, local manufacturers could target or customize for
the local market, and eventually for export.

To grow further, Africans need the same things Europe
and Japan needed after World War |1 infrastructure, energy,
integrated markets linked to a global economy, and the con-
ditionsfor avibrant private sector. These public goods will
foster much more than local manufacturing.

Today's shifts open new opportunities for Africa. As
thegloba crisis hit, some Chinese officials recognized that
it wastime to shift beyond toys and footwear. Chinacould
move up the value chain, increase wages and consump-
tion, and expand its “harmonious society.” Chinese com-
panies, in turn, could relocate lower value-added
manufacturing for both domestic production and export
elsawhere, including to Africa, following China sresource
developers and construction enterprises. These manufac-
turers bring know-how and machinery, as well as access
to marketing and distribution networks. The World Bank
Group is aready working with Africans and Chinese to
create industrial zones.

Early investors are sensing the promisein Africaand
are not dissuaded by the risks—after Lehman Brothers
and Greece, investors know developed markets can be
risky, too.

Changes in government policies can create opportu-
nities for private-sector growth, which in turn offers ser-
vices to other entrepreneurs. In the ten years to 2008, the
private sector has invested more than $60 billion in infor-
mation and communications technology in Africa; 65 per-
cent of Africans are now within reach of wireless voice
services, and there are four hundred million mobile phones
inuseinAfrica

IFC, the World Bank Group’s private-sector arm, is
hel ping catalyze this business revolution. A new |FC equity
fund has attracted $800 million from sovereign wealth and

The old world of firesde chats

among G7 leadersis gone.
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pension funds to invest in companies in Africa, Latin
America, and the Caribbean.

POWER SHIFTS

Increased income and growth in the developing world
meansincreasing influence. The old world of fireside chats
among G7 leaders is gone. Today’s discussion requires a
much bigger table, and developing countries must have
seats at it.

Last year’'s G20 Summit in Pittsburgh recognized that
change. But arranging a new sharing of responsibilities
among mutual stakeholders in international systems will
not be easy.

The Doha World Trade Organization round and the
climate change talks in Copenhagen revealed how hard it
will be to share mutual benefits and responsibilities
between devel oped and devel oping countries.

If it is no longer possible to solve big international
issues without devel oping and transition country involve-
ment, it is also no longer possible to presume that their
biggest members, the so-called BRICs—Brazil, Russia,
India, and China—are representative of the rest.

In discovering a new forum in the G20, we must be
careful not to impose a new inflexible hierarchy on the
world. Instead, the G20 should operate as a “ Steering
Group” across a network of countries and international
institutions.

THE DANGER OF GEOPOLITICS AS USUAL

The danger isthat we address this changing world through
the prism of the old G7. Developed country interests, even
if well-intentioned, cannot represent the perspective of the
emerging economies.

Nor can we retreat into an “Old Multilateralism”—a
solution that seeks to resist change. A new geopoalitics for
amultipolar economy needs to share responsibility while
recognizing different perspectives and circumstances.

Take financia reform. The world has paid a big price
inlogt jobs and ruined livesfor the breakdowns of the global
financia system. We need better financial regulation, with
stronger capital, liquidity, and supervisory standards. A new
supervisory framework should consider systemic risks,
reverse regulation that reinforces the ups and downs of
cycles, consolidate supervision to avoid gaps, and monitor
inflation in asset prices aswell asin goods and services.

But we should beware of unintended consequences,
and not compound costs by encouraging financial protec-
tionism or unfairly constraining financial services to the
poor. For smaller banks, whether in developed or devel op-
ing countries, these regulations could choke off the finan-
cial sector, innovation, and risk management. They could
make it harder to invest across national borders.
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Take climate change. It can be linked to devel opment
and win support from devel oping countriesfor low-carbon
growth—but not if it is imposed as a straitjacket.
Developing countries need support and finance to invest
in cleaner growth paths. Worldwide, 1.6 billion people lack
access to electricity. While we must take care of the envi-

The developing world is becoming a

driver of the global economy.

ronment, we cannot consign African children to homework
by candlelight or deny African workers manufacturing jobs.
The challenge is to support transitions to cleaner energy
without sacrificing access, productivity, and growth that
can pull hundreds of millions out of poverty.

Take crisisresponse. In aworld in transition, the dan-
ger is that developed countries focus on summits for
financial systems, or concentrate on the mismanagement
of developed countries such as Greece. Devel oping coun-
tries need summits for the poor. Hearing the developing
country perspectiveisno longer just amatter of charity or
solidarity: It is self-interest. These developing countries
are now sources of growth and importers of capital goods
and developed countries’ services. Developing countries
do not just want to discuss high debt in developed coun-
tries; they want to focus on productive investments in
infrastructure and early childhood development. They
want to free markets to create jobs, higher productivity,
and growth.

NEW ROLE FOR RISING POWERS

But modernizing multilateralismisn’t all about developed
countries learning to adapt to the needs of rising powers.
Developing countries need to recognize that they have an
interest in healthy, dynamic international systems for
finance, trade, movement of ideas and people, the envi-
ronment—and strong multilateral institutions. Conditional
cash transfer programsin Mexico are being studied around
the world. Indians in Africa are explaining the so-called
“white revolution” that boosted milk production.
Developing countries are not only recipients but providers
of aid and expertise.

Nor is the future of development only about old aid
concepts. The sovereign and pension funds wanting to
invest with the World Bank Group in Africa represent a
new form of financial intermediation. This is not charity,

but investment looking for good returns. IFC is revolu-
tionizing financial flows to developing countries.

MODERNIZING MULTILATERAL INSTITUTIONS

How will we manage a new geopalitics for a multi-polar
economy where all are fairly represented in Associations
for the Many, not Clubs for the Few?

The World Bank Group is reforming to help play this
role. And it must do so continually at an ever-quicker pace.
A modernized World Bank Group recognizes the role and
responsibility of growing stakeholders, but aso their diver-
sity and specia needs, and is providing a larger voice for
Africa

Reflecting these needs, at the Spring Meetingsin late
April our shareholders endorsed an increase in developing
and transition countries’ shares at the World Bank to over
47 percent. Developing and transition countries’ shares at
IFC will increase by 6 percent to almost 40 percent. Our
shareholders also endorsed the first major capital increase
for the World Bank in more than twenty years. Over half
the resources raised to strengthen our capital will come
from developing countries, through price increases and
greater capital investments. Agreement on this package of
measures represents a multilateral success story that con-
trasts with recent stumblesin climate change and trade.

Reform cannot be a one-time effort, but needs to con-
tinually meet changing realities. We still livein aworld of
nation-states, but more states now wield influence. The
contours of this new multi-polar economy are still form-
ing. And the modern multilateral system needsto changein
order to fit.

Modern multilateralism must be practical, and recog-
nize that most governmental authority still resides with
nation-states. But many decisions and sources of influence
flow around, through, and beyond governments. It must
bring in new players, build cooperation among actors old
and new, and harness global and regional institutions to
help address threats and seize opportunities that surpass
the capacities of individual states.

Modern multilateralism will not be a constricted club
with more |eft outside than seated within. It will ook more
likethe global sprawl of the Internet, interconnecting coun-
tries, companies, individuals, and NGOs through aflexible
network. Legitimate and effective multilateral institutions,
backed by resources and capable of delivering results, can
form an interconnecting tissue, reaching across the skele-
tal architecture of this dynamic, multi-polar system.

Woodrow Wilson wished for aLeague of Nations. We
need a L eague of Networks. It istime we put old concepts
of First and Third Worlds, leader and led, donor and sup-
plicant, behind us. We must support the rise of multiple
poles of growth that can benefit all. L 2
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