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Public Power and Economic Prospects

e Global challenges
e Politics, power and world order
e Brexit Britain

e Conclusion



Global challenges

e Population grows

e Asia rises

e Poverty falls

e [nequality declines
e Humanity urbanises
e Climate worsens

e Productivity slows
eSecular stagnation

e Debt remains

e Globalisation stalls



1. Global challenges: population

WORLD POPULATION 2015 (United Nations)
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1. Global challenges: population
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1. Global challenges: poverty

45
40
35
30
25
20
15
10

1981

POVERTY HEADCOUNT RATIO $1.90 a day (2011
purchasing power parity) per cent of population)

1986

1991

(World Bank)

1996

2001

2006

2011



1. Global challenges: inequality

Global Income Distribution 1988

Incomes are adjusted for price changes over time and for price differences between countries (PPP-adjusted to 2005 USS$).
>
F

3]

Gini Index of global inequality: 72.2

The y-axis is scaled such that the area under the graph
corresponds to the regional (and global) size of the population.
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Data source: Lakner and Milanovic (2015) — Global Income Distribution: From the Fall of the Berlin Wall to the Great Recession, World Bank Economic Review.

'Other Asia' refers to Asia without India, China, Hong Kong, Israel, Japan, Korea, Singapore, and Taiwan.
‘Developed countries’ are the EU-27, Australia, Bermuda, Canada, Hong Kong, Iceland, Israel, Japan, Korea, New Zealand, Norway, Singapore, Switzerland, Taiwan, and the United States.
The categorisation of countries is stable over the entire time period 1988-2011.

The data visualization is available at OurWorldinData.org. There you find more visualizations on this topic. Licensed under CC-BY-SA by the authors Zdenek Hynek and Max Roser.



1. Global challenges: inequality

Global Income Distribution 2011

Incomes are adjusted for price changes over time and for price differences between countries (PPP-adjusted to 2005 US$).
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The y-axis is scaled such that the area under the graph
corresponds to the regional (and global) size of the population.
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Data source: Lakner and Milanovic (2015) — Global Income Distribution: From the Fall of the Berlin Wall to the Great Recession, World Bank Economic Review.

'Other Asia' refers to Asia without India, China, Hong Kong, Israel, Japan, Korea, Singapore, and Taiwan.
‘Developed countries’ are the EU-27, Australia, Bermuda, Canada, Hong Kong, Iceland, Israel, Japan, Korea, New Zealand, Norway, Singapore, Switzerland, Taiwan, and the United States.
The categorisation of countries is stable over the entire time period 1988-2011.

The data visualization is available at OurWorldinData.org. There you find more visualizations on this topic. Licensed under CC-BY-SA by the authors Zdenek Hynek and Max Roser.



1. Global challenges: rise of Asia

SHARES IN GLOBAL GDP AT MARKET PRICES
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1. Global challenges: rise of Asia

CHINA'S GDP PER HEAD AND GDP RELATIVE TO THE
US (at current dollars and PPP dollars) (Source: IMF)
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1. Global challenges: urbanisation

URBANISATION
(per cent of population)(World Bank)
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1. Global transformation: climate

Estimated global greenhouse gas emissions
In gigatons, CO2 equivalent
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1. Global transformation: climate

SCENARIO FOR GLOBAL EMISSIONS AND ENERGY
EFFICIENCY
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1. Global challenges: productivity slows
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1. Global challenges: secular stagnation

BANK OF ENGLAND LENDING RATES SINCE 1694
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1. Global challenges: debt overhangs
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1. Global challenges: debt overhangs

GLOBAL DEBT OVER GDP (Source: IIF)
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1. Global challenges: globalization slows

FINANCIAL ASSETS AND TRADE (as a per cent of
GDP)(Source: BIS)
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2. Politics and power

e Democratic recession

e Global order

19



2. Politics and power: democratic recession

Trade over World GDP at Purchasing

Power Parity (per cent)

GLOBALISATION AND DEMOCRACY
(Source: "Our World in Data" and Center for Systemic Peace)
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2. Politics and power: democratic recession

eYet the world is now in a “democratic recession”:

oAccording to Freedom House 2017 Annual Report, “A total of 67 countries suffered net declines in
political rights and civil liberties in 2016, compared with 36 that registered gains. This marked the 11t
consecutive year in which declines outnumbered improvements.”

oMoreover, “in 2016 it was established democracies — countries rated “Free” in the report’s ranking
system — that dominated the list of countries suffering setbacks.”

oAlso, according to Roberto Foa and Yascha Mounck, “Over the last three decades, trust in political
institutions such as parliaments or the courts has precipitously declined across the established
democracies of North America and Western Europe.”

e Trust has been lost in both the democratic (political) and capitalist (economic)
systems and this is true not only in emerging and developing countries, but also in
advanced countries
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2. Politics and power: democratic recession

FOREIGN-BORN POPULATION
(as per cent of total)(Source: OECD)
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2. Politics and power: democratic recession

GINI COEFFICIENT OF 2013 HOUSEHOLD
DISPOSABLE INCOME (OECD)
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2. Politics and power: democratic recession

INCOME SHARES OF TOP 10 PER CENT
(Wealth & Income Database)
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2. Politics and power: democratic recession

PROPORTION OF HOUSEHOLDS WITH FLAT OR
FALLING REAL INCOMES FROM WAGES AND

100 CAPITAL 2005-14 (Source: McKinsey)

90

80

70
60
50
40
30
20
10

0

ltaly Netherlands France Sweden Welghted
average of
25
advanced
economies



2. Politics and power: democratic recession

e Our politics have become fragile: anything can happen

e “Populism” has been a particularly important political result

ePopulism is not the same thing as the idea that political and economic elites
should pay more attention to the interests of the majority of the people.

e That would be good politics and good policy.

ePopulism as a political philosophy is something different
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2. Politics and power: democratic recession

ePopulists, be they of the left or right:

oDistrust established institutions

oDistrust institutions that check the “will of the people”: courts, established media and the bureaucracy
oReject “experts”.

oSuspect free markets, free trade and capitalism

oAre hostile to those not part of “the people”

e“The elites” are seen as corrupt and treacherous:

oThey are, therefore, politically illegitimate and so are the institutions they control

e These attitudes can lead to autocracy
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2. Politics and power: global order

e The world has been brought together by technology and the impact of humanity
has radically increased

e This necessitates an ability to deliver global public goods: financial stability and
open trade; security; and protection of the environment

eNo state can deliver these things on its own, not even a superpower
e\We have to create supra-national regimes
e These are technocratic or “expert” regimes

eBut creating such regimes, while essential, clashes with simplistic versions of
democratic sovereignty

eThis is a painful dilemma
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3. Brexit Britain

e The referendum result has already been costly
e “Canada’ is the likely destination

e The costs could be substantial and enduring

29



3. Brexit Britain

UK’s ‘red lines’ point to the Canadian model
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3. Brexit Britain

Estimates of economic impact of a free trade agreement
% difference in UK GDP in 2030 with an FTA rather than EU membership
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4. Conclusion
e The world is going through huge changes and the West is in steep relative
decline

e States provide the framework of law and the political stability on which a
successful international order depends

e The most successful basis of international co-operation has been liberal
democracy and open economies

e But democracy is now weakening and rivalries among states are rising

e Brexit is a local symptom of rising nationalism

e The election of Mr Trump is the leading global symptom

e \We are seeing the end of Pax Americana and opening of the “Thucydides trap”

e \What follows? That is the biggest question
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