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About Government Analytica 
We continuously gather government and economic 
data from a broad array of local, national and 
international sources. We carefully examine and 
organize this data by geography and industry sector. 
Our sophisticated analytical tools are then employed to 
pinpoint early, prime public value opportunities to 
shape the discourse for our clients. 

We help you to: 

Unlock New Strategic Options to lead 
through our comprehensive landscape analysis 
and profiling of Government, Regulations, and 
Public 8 Private Stakeholders 

Unveil Superior Policies and deliver your 
message with our insightful Thought 
Leadership content backed by analytics 

Enrich Your Narrative and tell your story with 
our Data-Rich Proposals 8 White Papers 
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Preface 

In a world awash with information, the ability to extract wisdom from complexity has never been more 
critical. Originally articulated by the visionary John Naisbitt as ”megatrends," this concept has gained even 
greater urgency in our era of rapid, transformative, and interconnected shifts. We are thrilled to present this 
year’s edition of our flagship publication, the Top 12 Geopolitical Megatrends Report—a powerful tool for 
leaders navigating the challenges and opportunities of a dynamic global landscape. 

Megatrends are the massive forces reshaping our world, influencing every sector, every region, and every 
individual. When embraced strategically by private enterprises, public agencies, NGOs, and associations, 
these transformative trends become catalysts for foresight, adaptability, and long-term success. 

The stakes are high. Leaders today must decode diverse and complex signals from across the globe to 
build resilient, fonNard-thinking strategies. Our interconnected world means that a political shift, 
technological breakthrough, or economic fluctuation in one country can ripple outward, reshaping 
opportunities and risks far beyond its borders. As you explore this report, you’ll uncover how these forces 
are reshaping industries, communities, and entire nations. 

Our Top 12 Geopolitical Megatrends represent enduring, transformative changes driving progress and 
prosperity. Each trend has been carefully selected to reflect the critical intersections of geography, 
economics, and political power. This year’s analysis goes deeper into the implications of these trends, 
offering actionable insights and a top 10 list for each megatrend for businesses, governments, and non- 
profits alike. 

We live in a hybrid world—a complex matrix of diverse political and economic systems, varying levels of 
development, and shifting paradigms of wealth creation. Businesses innovate with speed. Non-profits and 
NGOs nurture breakthroughs that transform communities. Governments create the scaffolding for large- 
scale progress through policy, regulation, and incentives. Together, these sectors must engage with 
megatrends to craft hybrid solutions for a hybrid world. 

This report serves as your compass, pointing to the challenges and opportunities embedded within these 
global shifts. Whether you’re a corporate strategist, a policy maker, or a non-profit leader, these megatrends 
offer a roadmap for minimizing risk and capitalizing on the possibilities of our time. Dive in, and discover 
how these 12 forces are shaping the future—your future—and how you can lead boldly in the face of 
transformation. 

To your success, 

Dr. Joh n Pournoor The future is already here, it’s 
l CEO and Founder iust not evenly distributed. 

Government Analytica William Gibson 
Linkedln - Megatrends - Newsletter 
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Introduction 
We have been witnessing the transformation of the world throughout our 
lives. Each era has had its levers of transformation. Our modern era began 
with the Industrial Revolution. Revolutions, small and large, have been 
coming at our shores. For instance, the four recent technology eras have 
radically redefined the human experience: the first ”The Industrial 
Revolution” (steam power), the second ”The Great Leap FonNard” (sciences 
and mass production), the third ”The Age of Information, Communication 
and Technology", and now the emerging ”Age of Artificial Intelligence”. 

M EaAtttéflDs 

We seek to detect the world’s dominant and durable trends. Once 
understood and 
tracked, future 

"Trends, like horses, are easier to ride in the projection Of these 
direction they are going. " megatrends is . . 

leveraged to envrsron 
John Naisbitt, who coined the word "megatrend" impact on societies, 

economies, political 
systems, and the planetary ecosystem. When the trends move in the same ' 
direction, year after year, predictions are easier. When there are disruptions like the 2008 financial crisis or 
existential threats like the COVID—1 9 pandemic, or interlocking trade challenges of today, major resets 
occur, and robust predictions are harder. 

At Government Analytica, we look at trends through our unique government-focused lens and perspective. 
Governments tend to be hyperactive around megatrends. The novelty of new trends motivates 
governments to regulate them, invest in them, create incentives to fuel them, or erect barriers to control 
them. Countries competes intensely against one another for dominance and superiority fueled by 
megatrends. 

Companies, associations, non-profits, 
and non-governmental organizations 
(NGO), and even government agencies 
themselves need to understand these 
new durable trends and their 

”Businesses now have a vested interest in helping to 
shape the environment. I mean environment in the 
larger sense of the word — not the physical 

consequences. Business strategists environment, but the legal, political, economic, 
planners and portfolio leaders must regulatory environment in which they operate. ” 
incorporate these trend S and predict Richard Haas, the President of Council on Foreign Relations2 

and plan for local, national, and global 
consequences. Advocacy 
organizations must integrate them into their proposals in order to articulate public value to policymakers. 
Even governments must heed the consequences of these trends as they impact public finances, or reshape 
urbanization, mobility, and healthcare. 

Megatrends are often described in namesake reports in very broad terms. For instance, ”The world is 
increasingly becoming more digital”. While this is certainly a true long-view macro megatrend, it is too 
generic, as risks and opportunities present themselves at the micro level. Businesses are looking for how 
the incremental changes, derivatives from a megatrend, will affect their business this year and next. 
Therefore, megatrends need specificity. In this report we have chosen to zoom in and describe megatrends 
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in micro-view and then describe their impact using our Quintet of Public Value Impacts: Government, 
Economy, Environment, Innovation, and Society. 

Geopolitical Week Ahead Key questions for organizations, public or private sector, to ask Ourweekly publication scans and 
about their business are: reports on developments across a 

number of key megatrends. 
A. How does this megatrend impact our portfolio? Subscribe free on Linkedln (LIN K)_ 
B. What risks do we have to prepare for? 
C. What opportunities will there be for us to capture? 

PV Quintet: Government—Economy—Environment—Innovation-Society 

Mixed signals can often mask megatrends that especially impact the economy and the business 
environment. Domestic megatrends may realign Government’s internal national policies and investments. 
External megatrends may influence a country’s international ambitions, in turn reshaping international 
policies and investments. In this report we will describe twelve Megatrends with the profound impact on 
business, economy, and markets. We will then detail domestic and international impacts for each in five 
areas: Government, Economy, Environment, Innovation, and Society. 

Connecting Megatrends to Private & Public Sector Strategy 

How do these trends apply to you? There are over two dozen tools commonly used by public and private 
sector strategic planners. Here we highlight a few of them. Please contact us for more detail or if you would 
like your team trained on the application of these essential tools. 
Identification and Analysis of Megatrends: 

1. Environmental Scanning: This involves continuously monitoring the external environment 
to identify emerging trends. Tools like PESTEL analysis (which examines Political, Economic, 
Social, Technological, Environmental, and Legal factors) can be particularly useful. 

2. Reports and Publications: Utilizing reports from think tanks, research institutions, and 
consultancies (like McKinsey, Deloitte, orthe World Economic Forum) can provide valuable 
insights into global trends. These reports often contain detailed analyses and forecasts. 

Alignment with Business Objectives: 
3. SWOT Analysis: This tool helps in understanding how megatrends can impact the Strengths, 

Weaknesses, Opportunities, and Threats faced by a business. It is crucial for aligning 
megatrends with the company's strategic objectives. 

4. CARVER Analysis: This tool holds a mirror to an organization’s portfolio, current and future 
projects, initiatives, proposals, and investment areas to create both risk maps and 
opportunity maps. It tries to identify a risk or opportunity in six specific ways: Qriticality, 
Accessibility, Becovera bility, \_lulnerability, Effect, Recognize bility (C.A.R.V.E.R.). 

5. Scenario Planning: This involves developing multiple, plausible future scenarios based on 
different ways megatrends might evolve. It helps businesses prepare for a range of possible 
futures. 

Risk Management and Business Continuity: 
6. Risk Assessment Tools: These are used to evaluate the potential risks associated with 

megatrends and to develop strategies to mitigate them. 
7. Business Continuity Planning (BCP): This ensures that the company has plans in place to 

maintain or quickly resume critical functions in the face of major disruptions caused by these 
trends. 
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Key Theme for 2025: Trade 
Before we dive into the top 12 geopolitical megatrends it is important to reflect on the history of trade as it 
will be dominant theme of 2025. 

The global trading system, as it exists today, is the product of nearly 70 years of painstaking development. 
Born out of the ashes of World War II, the framework initially prioritized economic recovery, market stability, 
and the prevention of protectionist spirals that had exacerbated the Great Depression. The General 
Agreement on Tariffs and Trade (GATT), established in 1947, laid the foundation for a new era of 
international cooperation. Over the decades, this framework evolved into the World Trade Organization 
(WTO), which aimed to provide a rules-based system for resolving disputes and facilitating trade 
liberalization. 

For much of the 20th century, the United States stood as the linchpin of global trade. With the world’s 
largest consumer market and a commitment to lower tariffs, America helped drive the economic 
globalization that defined the late 20th century. The creation of landmark agreements like NAFTA and 
China’s entry into the WTO heralded an era of unprecedented interconnectedness. However, this 
expansion was not without its challenges. 

By 2016, a significant shift was underway. Trade liberalization, once seen as a pathway to prosperity, 
became a contentious issue. Skepticism grew over its impact on jobs, wages, and national sovereignty. 
Both political parties opposed the Trans-Pacific Partnership (TPP), signaling a new phase of retrenchment. 
This period marked the beginning of a broader disillusionment with the global trading system, as countries 
grappled with rising inequalities, economic imbalances, and geopolitical tensions. This section explores 
the evolution of the global trading system which we will then explore as part of some of our megatrends. 

Key Phases in the Evolution of the Global Trading System 
The global trading system has evolved through distinct phases, each shaped by political, economic, and 
social forces. These transformations illustrate both its successes and persistent challenges. 

Post—WWII Foundations (1945—1970s) 
Emerging from the devastation of World War II, global leaders sought stability through interdependence 
and economic cooperation. The General Agreement on Tariffs and Trade (GATT) was established in 1947, 
focusing on reducing tariffs and fostering transparency. Early agreements reduced industrial tariffs 
significantly—from 40% in 1947 to less than 5% by 1993. The US. spearheaded this system, leveraging its 
dominant economy to support global recovery while maintaining a relatively inward-focused trade policy. 

The Expansion of Trade Liberalization (1980s—19905) 
The 19803 and 19903 were a period of unprecedented trade liberalization. The GATT evolved into the 
World Trade Organization (WTO) in 1995 to address its predecessor’s shortcomings, including weak 
dispute resolution and limited coverage of services and intellectual property. Under WTO rules, members 
committed to unified agreements, strengthening accountability. However, consensus-driven negotiations 
made addressing complex issues like agriculture and state subsidies challenging. 
During this time, the US. negotiated significant free trade agreements, including NAFTA. However, cracks 
began to form as global power dynamics shifted. Countries like China benefited from WTO membership 
while exploiting systemic loopholes, such as maintaining developing nation status while pursuing 
aggressive industrial policies. 
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The Globalization Boom (2000—2015) 
This era marked the zenith of global economic integration. China’s WTO accession in 2001 catalyzed 
dramatic shifts in global trade. By offering massive subsidies, forcing technology transfers, and neglecting 
labor standards, China became a dominant manufacturing hub. The U.S., meanwhile, embraced a mixed 
approach, signing bilateral and plurilateral agreements while using WTO mechanisms to counteract 
perceived unfair practices. 
Despite these efforts, globalization’s benefits were unevenly distributed. The US. lost over 5.8 million 
manufacturing jobs between 2000 and 2010, fueling discontent with trade liberalization. Simultaneously, 
the WTO struggled to adapt to emerging technologies and geopolitical tensions. 

Trade Disillusionment and Retrenchment (2016—Present) 
The 2016 US. presidential campaign signaled a turning point. Both major candidates criticized the global 
trade framework, resulting in the U3. withdrawing from the Trans-Pacific Partnership and renegotiating 
NAFTA into the USMCA. Bipartisan skepticism toward free trade persists, driven by concerns over economic 
inequality, job losses, and national security. 
The WTO, once central to global trade, has become sidelined. Countries have therefore come to 
increasingly resort to unilateral actions, such as tariffs and export controls, to address trade imbalances and 
counter unfair trade practices. This fragmentation risks undermining smaller economies and slowing global 
economic growth. 

Reforming the global trading system will require innovative strategies to find a way to balance national 
economic benefits and equitable global growth. Bilateral and regional agreements, such as enhancing 
USMCA, may serve as a testing ground for next-generation trade rules. However, these efforts must balance 
national sovereignty with collective action to restore confidence in international trade institutions. 

Deficiencies in the Current Global Trading System 
The global trading system faces significant challenges, many of which stem from its inability to adapt to 
evolving economic and geopolitical realities. These issues have eroded confidence in the system's 
effectiveness and underscored the need for reform. 

Institutional Limitations 
Institutions like the World Trade Organization (WTO) have struggled to keep pace with modern trade 
complexities. While originally designed to reduce tariffs and foster global economic interdependence, the 
WTO’s framework has proven less effective in addressing issues like digital trade, services, and state-owned 
enterprises (SOEs). Its reliance on consensus-based decision-making often stalls progress on contentious 
topics, limiting its ability to respond to contemporary trade dynamics. 

Decline of Multilateral Cooperation 
Multilateral trade frameworks have seen reduced engagement as countries increasingly pursue unilateral or 
regional trade actions. The focus has shifted toward bilateral agreements and localized trade initiatives, 
partly due to concerns over the WTO’s ability to enforce rules equitably. This trend risks fragmenting the 
global trade system, making collaborative solutions more difficult to achieve. 

Persistent Economic Imbalances 
Trade imbalances between surplus and deficit nations create economic and political pressures. For 
example, some countries benefit from consistent trade surpluses, while others face deficits that can lead to 
social and economic dissatisfaction. These imbalances strain relationships among trading partners and 
complicate efforts to achieve equitable outcomes. 
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Challenges from State—Led Economic Models 
The integration of state-driven economies, such as China, into global trade has highlighted gaps in 
regulatory frameworks. Practices such as industrial subsidies, technologytransfer requirements, and 
variations in labor and environmental standards have reshaped global competition. While these practices 
have enabled growth in some sectors, they also raise concerns about fairness and balance within the 
international trade system. WTO does not address state owned enterprises within its framework 

Shifts in Global Supply Chains 
As supply chains evolve, countries are seeking to diversify production and reduce reliance on single 
regions, often through "China-plus—one" strategies. While this approach enhances resilience, it can also 
disrupt efficiencies that have traditionally supported global trade. Managing these shifts effectively requires 
careful coordination among trading partners. 

Intersections of Trade and Security 
The growing importance of advanced technologies and critical industries has introduced national security 
considerations into trade policy. Export controls and other protective measures, while aimed at 
safeguarding strategic interests, can contribute to trade tensions and challenge the principles of open 
markets. Balancing these priorities is a key issue for the future of global trade. 

The global trading system is at a crossroads. Addressing its current deficiencies requires updating 
governance structures, fostering cooperative solutions, and ensuring that trade policies align with the 
realities of a modern, interconnected economy. Collaborative efforts can help preserve the benefits of 
global trade while adapting to the challenges of a changing world. 

Impact of Megatrends & What Is Next 
The global trading system stands at a pivotal moment, shaped by decades of economic integration yet 
increasingly challenged by fragmentation and rising geopolitical tensions. The erosion of trust in 
multilatera[ism—exemplified by institutions like the WTO struggling to address modern challenges, like 
state-led economic practices—has highlighted structural weaknesses in the system. Compounding this, the 
rise of economic nationalism (Megatrend #1) and the urgent need to build resilient supply chains 
(Megatrend #10) are forcing leaders to rethink global trade strategies. 

A transformative approach is essential. Multilateral institutions must reform to tackle issues such as forced 
labor, transnational subsidization, and export controls (Megatrend #2: Governments Invest in Competitive 
Sectors). Modernized agreements, such as the USMCA, can serve as blueprints for aligning policies on 
critical technologies and countering unfair trade practices. These efforts would revive the vision of trade as 
a driver of stability and shared prosperity while addressing today’s economic competition and 
technological advancements. 

At the same time, balancing domestic priorities (Megatrend #3: Foreign Policy Oscillates Between 
Ideology and Pragmatism) with global commitments is crucial. Policies like nearshoring and reshoring 
enhance resilience but must be carefully implemented to avoid excessive protectionism and maintain 
market openness. Effective trade policy will require leadership, alongside cooperation with like-minded 
allies, to create a framework that promotes fair competition, protects critical industries, and fosters global 
collaboration while respecting intellectual property and national security. 
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Top 12 Megatrends 
We recognize the following top twelve megatrends as major factors shaping government policy, the 
economy, the environment, technology, and society. These megatrends naturally have great impact on 
business as well. 

GOVERNMENT ENVIRONMENT SOCIETY 

ECONOMY TECHNOLOGY 

12 Global Geopolitical Megatrend 
Impacting the Economy, Business, and Markets 

Globalization 8 Weary of globalization, countries put a premium on access to their markets 
Market Access 

Governments will invest in national sectors with strong global competitive 2 Industrial Policy advantages 

3 Foreign Policy Foreign policy will be bipolar, swinging between ideology and pragmatism 

Global influence is powered by the strength of a country’s economy, its 
4 Global Influence sought-after commodities, or its strategic geography 

Environmental Policy Utilitarian environmental policy will shape a growing portion of industrial 
Industrial Policy and economic strategies 

Nations invest in diversifying supply sources to build stronger and more 
6 Supply Chains resilient economies 

Government policies are influenced by the citizen’s reaction to the 7 PUbl'C POI'CV information they consume 
Domestic and international industrial policies will remain influenced by 8 Industrial Policy political systems 

Changes in generational public value expectations will reshape domestic 
9 Domestic Policy political landscape 

National demographic differences, labor shortages and rising costs 
10 Labor accelerate innovation, invention, and adoption of new technologies 

Political upheavals and economic need for talent will fuel waves of global 
11 Immigration migration 

Production will migrate to geographies of lower cost and higher political 1 2 Supply Chains stability 
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Megatrend 1 - Weary Of Globalization, Countries Put a Premium on Access To 
Their Markets 

13 

In recent years, there has been a discernible shift in global 
economic dynamics, with many countries increasingly 
prioritizing access to their internal markets, indicating a 
weariness of unfettered globalization. This trend is fueled 
by a desire to bolsterdomestic industries, protect local 
jobs, and mitigate vulnerabilities exposed by over-reliance 
on global supply chains, as vividly demonstrated during 
the COVID—19 pandemic. Countries are enacting policies .. , ‘ _ _  , 7 7 
that favor local production and services, thus elevating the Globauzafién & Market Access 
value of their internal markets. This shift represents a 
significant departure from the earlier ethos of globalization, Countries put a premium on 
which championed open borders and the free flow of access to their internal markets 
goods, services, and capital. It reflects a growing sentiment 
among nations to secure economic sovereignty and 
resilience in an uncertain global landscape, potentially 
leading to more localized and regionalized economic 
structures. This recalibration towards internal market 
access underscores the complexities of global trade 
dynamics and the evolving priorities of nations in the 21st 
century. 

B Government 
‘ ' Analyllca 

Growing economies are always in need of foreign direct investment to accelerate their progress fonNard. 
These economies will be even more attractive if they are giving birth to a large middle class. However, over 
decades, as a country builds its infrastructure and workforce, native expertise grows, and greater self- 
reliance is achieved. Now the country can ask for a premium for access to its customers such as favorable 
trade arrangements, reciprocal access by its companies to other markets, local manufactured content, and 
other economic and even political requirements. 

Top 10 Ways Countries Put a Premium on Access to Their Markets 
Countries put a premium on access to their markets through a variety of strategies that prioritize domestic 
control, protect local industries, and negotiate favorable terms in global trade. Here are the top 10 ways 
they achieve this: 

1. Implementing Protective Tariffs and Trade Barriers 
Countries impose tariffs on imported goods to make them less competitive with local products. 
Trade barriers, such as quotas and import restrictions, further shield domestic industries from 
external competition. 

2. Enforcing Local Content Requirements 
Policies mandate that a certain percentage of goods or services must be produced locally, 
encouraging domestic production, and reducing reliance on imports. 

3. Subsidizing Domestic Industries 
Governments provide financial support, such as grants, tax breaks, or loans, to bolster domestic 
industries, making them more competitive in both local and international markets. 

4. Negotiating Favorable Trade Agreements 
Countries seek trade deals that prioritize reciprocal market access, often demanding favorable 
terms for their industries while limiting access for foreign competitors. 
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5. Adopting Strategic Industrial Policies 
Investments are directed toward sectors where a country has or aims to develop a competitive 
advantage, such as technology, renewable energy, or pharmaceuticals. 

6. Imposing Investment Restrictions 
Restrictions are placed on foreign ownership in critical industries or sectors deemed vital for 
national security or economic stability. 

7. Encouraging Reshoring and Nearshoring 
Policies incentivize companies to bring production back to domestic or nearby markets, 
reducing reliance on distant or geopolitically unstable supply chains. 

8. Strengthening Intellectual Property Protections 
Robust IP laws are enacted to ensure that local innovations are safeguarded, making domestic 
markets attractive for R&D and production activities. 

9. Prioritizing Public Procurement Policies 
Governments design procurement policies that favor domestic suppliers, using public sector 
demand to stimulate local industries. 

10. Promoting Economic Nationalism 
Campaigns and policies focus on fostering national pride and consumer preference for local 
products, encouraging reduced dependence on foreign goods. 

These strategies reflect a shift toward economic sovereignty and resilience. 

GENERAL BUSINESS RECOMMENDATION: 
Businesses can gain significant advantages 
by closely monitoring a country’s national The 620 accounts for a o o 
policies, including domestic preferential ””23"“ “‘5 w°r.'.d ‘ 85 /° 4 ~ , . 56 /° 
measures, and its trade dynamics with - ’ . E ' 
global partners. Policies such as subsidies, Global GDP .gterfliézzfiftradés mflfion local content requirements, and public 
procurement preferences create As a result, decisions made by this group have 
opportunities for businesses aligned With significant impact on growth, trade, and development. 

domestic priorities. At  the same time, 
bilateral and multilateral trade arrangements 
foster economic growth and pave the way for the development of advantageous trading hubs. These 
hubs, bolstered by a combination of domestic incentives and favorable international agreements, 
become highly attractive to investors and corporate planners seeking to capitalize on competitive 
advantages. Same interplay is at work when states compete with one another to attract businesses 
establish, invest or expand in that state. 

Figure 1— Share ofG2O in World Trade (Heinrich Foundation 2022) 

Government Response 
Governments worldwide are responding to the trend of prioritizing internal markets in varied ways. Some, 
like the United States, have adopted policies that encourage domestic production through incentives and 
tariffs on imports, as seen in the recent U.S.—China trade tensions. This approach aims to protect local 
industries and jobs, as highlighted in the United States-Mexico—Canada Agreement (USMCA), which 
includes provisions to boost North American automotive manufacturing. On the other hand, the European 
Union continues to advocate for open trade but has also shown signs of shifting towards more strategic 
autonomy, particularly in critical sectors like technology and pharmaceuticals, as evidenced by the 
European Commission's updated Industrial Strategy. 
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Business Recommendation: Companies should align their strategies with government policies 
and leverage incentives available in their operational regions. Collaborating through public— 
private partnerships can further enhance opportunities, particularly in sectors prioritized by local 
governments for development and investment. 

Economic Consequences 
The economic consequences of this trend are 
multifaceted. On the one hand, it can lead to 
economic nationalism, potentially resulting in 
trade disputes and increased costs for 
consumers due to less competition and 

, higher tariffs. An example is the U.S.—China 
w - ., , _, -. trade tensions, which led to increased tariffs 
0 “f I $18,000 1 on billions ofdollars’ worth ofgoods, 

7 9‘" ”"59”“ affecting global supply chains. Conversely, 
this trend can stimulate local economies by 
boosting domestic industries through 
reshoring, near shoring, and ally shoring. 

. m l  ' "Ion Japan's recent focus on revitalizing its local 
gamed every year, jobs lost, moved elsewhere, manufacturing job separation, reg|ons through U-Turn pol|c|es, 
I inq shilt< from or replaced by otherjnbs f0, all reasons every year encouraging businesses and individuals to 

Figure 2- Impact of Globalization on the US economy (Peterson institute move peek from metrOpOIIFan to reg'on‘fl 
for ,memationa, Economics). areas, IS an example of posrtlve economic 

impacts. 

Between 1950 and 2016 trade expansion 

The equivalent to 

(71') 

Business Recommendation: Businesses should diversify their supply chains and prioritize local—, 
near— and ally—sourcing to reduce exposure to global trade tensions while leveraging incentives 
provided by domestic markets. 

Environmental Impact 
The environmental impact of this trend is complex. Localizing production can reduce the carbon footprint 
associated with long-distance transportation of goods, as seen in the European Union's "Farm to Fork" 
strategy, which aims to make food systems more sustainable and reduce the environmental impact of food 
production. However, it can also lead to increased resource use and pollution if local industries are not held 
to high environmental standards, as observed in countries like India, where rapid industrialization has led to 
significant environmental challenges. 

Business Recommendation: Companies should strategically evaluate their investments in 
sustainable practices and technologies, balancing compliance with environmental regulations 
under varying policy landscapes with the urgent need for advancements in these areas. By 
inventing and developing cutting-edge sustainable technologies where there are unmet needs, 
businesses can address growing demand for eco—friendly solutions, positioning themselves as 
leaders in a critical and evolving market. 

Impact on Innovation 
This trend can both stimulate and hinder innovation. On the one hand, focusing on internal markets can 
drive innovation in local industries as companies strive to become more competitive. South Korea's heavy 
investment in research and development, particularly in sectors like electronics and automotive, has made it 
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a global innovation leader. On the other hand, reduced global collaboration and competition can stifle 
innovation, as cross-border partnerships and diverse market demands often spur novel solutions. 

Business Recommendation: Businesses must strategically operate at the intersection of three 
competing forces: adapting to regional market needs, navigating complex export control 
restrictions, and maintaining robust global partnerships. Achieving this balance requires investing 
in local R&D to meet regional demands, ensuring compliance with trade regulations, and 
leveraging international collaborations to drive innovation and expand market reach. 

Societal Impact 
The societal impact of prioritizing internal markets is profound, particularly in terms of job creation and 
economic resilience. For instance, India’s "Make in India" initiative aims to transform the country into a 
global manufacturing hub, creating millions of jobs and boosting national pride. Conversely, in countries 
like China and Germany, where a large portion of GDP depends on exports, policies often focus on 
maintaining global trade competitiveness, but any downturns in international markets can lead to 
significant job losses, especially in export-dependent industries. In contrast, the United States, where 
domestic consumption drives a substantial share of GDP, is less vulnerable to global export trade 
fluctuations. This focus on internal markets supports job creation in sectors aligned with domestic demand 
but can sometimes limit opportunities in globally competitive industries. Exporting nations naturally focus 
on 

Business Recommendation: Businesses should actively engage in corporate social responsibility 
initiatives that address both job creation and job displacement, supporting local communities and 
promoting inclusive growth. By aligning with domestic priorities, companies can help ensure that 
the societal benefits of internal market—focused policies are widely distributed, mitigating the 
impact of job losses in export—dependent sectors while fostering stability and opportunity in 
growing industries. 

Additional Insights 

For those seeking to dive deeper into the subject, the following sources provide valuable insights: 

1. United States Trade Policy. The United States has adopted policies to encourage domestic 
production, using incentives and tariffs, particularly evident in the U.S.—China trade tensions and the 
United States-Mexico—Canada Agreement (USMCA). The USMCA includes provisions aimed at 
boosting North American automotive manufacturing. 

Office of the United States Trade Representative 

2. European Union's Industrial Strategy. The European Union, while advocating open trade, is 
moving towards strategic autonomy in critical sectors like technology and pharmaceuticals. This 
shift is reflected in the European Commission's updated Industrial Strategy. 

European Commission 

3. Economic Impact of U.S.—China Trade: The U.S.-China trade disputes, characterized by increased 
tariffs on billions of dollars’ worth of goods, illustrates consequences of prioritizing internal markets. 

The Impact of US—China Trade Tensions (imf.ord) 
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4. Japan's 'U—Turn" Policies: Japan is focusing on revitalizing local regions through policies 
encouraging businesses and individuals to move from metropolitan areas to regional areas. This 
approach aims to stimulate local economies and create jobs. 

National Housing and Urban Policy Review of Mexico Ioecd.org) 

5. Environmental Impacts in the EU and India: The European Union 3 Farm to Fork" strategy aims to 
make food systems more sustainable and reduce environmental impacts, showcasing how 
localizing production can lower carbon footprints. Conversely, India's rapid industrialization, without 
stringent environmental standards, has led to significant environmental challenges. 

European Commission, 
Catalyzing Clean Air in India Iworldbank.orgI 

Megatrend 2 - Governments Will Invest In National Sectors with Strong Global 
Competitive Advantages 

As the global economic landscape evolves, governments .ndmial Policy 
are increasingly focusing their investment strategies on Governments invest in economic 
national sectors where they hold or can develop a , 
significant competitive advantage. This targeted approach sectors With h'gh global ‘ 
is driven by the dual goals of maximizing economic returns competitive advantage 
and solidifying their position in the global market. By 
channeling funds into industries such as technology, 
renewable energy, advanced manufacturing, or 
pharmaceuticals, where they already have a foothold or 
possess unique resources or capabilities, governments aim 
to enhance productivity, spur innovation, and create high- 
value employment opportunities. This strategy is 
particularly pertinent in a world where technological 
advancements and sustainability concerns are reshaping 
market demands. Investment in sectors with a competitive ‘ 7;, 7 . 
edge not only bolsters a nation's economic resilience but a t “ .  
also contributes to a more diversified and robust global ' ' 
economy. Such a focused approach often involves 
collaboration between public and private sectors, 
leveraging each other's strengths to achieve shared 
economic objectives and maintain a competitive edge in 
an increasingly interconnected world. 

A company or country’s competitive advantage may for instance be expertise grown over time (e.g. in 
manufacturing, auto, aerospace, etc.), or It may be stemming from high-demand for the country’s natural 
resources (e.g. minerals, metals, etc.), or it may have a large workforce and low cost of living to offer lower 
wages when labor-content of production is high. In the national and global competitive landscape, the 
offering of incentives as a means of attracting capital is popular. Increasingly, domestic enterprises must 
compete with other companies and countries for investor funds. Governments reduce market risks by 
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investing in the infrastructure required to make the domestic manufacturers a beneficiary so they can 
compete more favorably on the world stage. 

Top 10 Ways Governments Invest in Sectors with Global Competitive Advantage 
Here are the top 10 ways governments strategically focus on bolstering sectors where they have or can 
develop a significant edge: 

1. Targeted Financial Incentives 
Governments provide subsidies, tax breaks, or grants to sectors with high growth potential, such 
as renewable energy, technology, or pharmaceuticals (e.g., South Korea's $451 billion 
investment in semiconductors). 

2. Public—Private Partnerships 
Governments collaborate with private firms to drive innovation and infrastructure development 
in competitive industries (e.g., Germany’s automotive R&D partnerships or U.K.’s Catapult 
Centers). 

3. Focused R&D Investments 
Governments channel funds into research and development to foster technological 
advancements and maintain leadership in key sectors (e.g., US. National Institute of Health 
funding for life sciences). 

4. Trade Policy Support 
Governments negotiate favorable trade agreements to boost the export potential of competitive 
sectors, reducing tariffs and improving market access (e.g., Japan's trade deals supporting 
electronics and automotive industries). 

5. Infrastructure Development 
Governments build and upgrade infrastructure tailored to specific industries, such as advanced 
manufacturing hubs, technology parks, or renewable energy zones (e.g., India’s infrastructure for 
solar energy projects). 

6. Skills Development Programs 
Governments implement education and training initiatives to create a workforce with specialized 
skills needed for competitive industries (e.g., Denmark’s programs for wind energy technicians). 

7. Export Promotion Strategies 
Governments establish export credit agencies and marketing campaigns to promote national 
products and services abroad (e.g., China’s Belt and Road Initiative to boost trade). 

8. Intellectual Property (IP) Protection 
Governments strengthen IP laws to encourage innovation and attract foreign investment in high- 
value industries (e.g., the European Union’s robust patent protections for technology sectors). 

9. Strategic Sectoral Investments 
Governments concentrate resources in industries critical for future economic dominance, such 
as artificial intelligence, biotechnology, or advanced manufacturing (e.g., the US. CHIPS Act for 
semiconductors). 

10. National Branding and Soft Power 
Governments leverage national reputation and branding to enhance the global appeal of key 
industries, such as France’s luxury goods or South Korea’s entertainment and technology 
exports (e.g., K—pop and electronics). 

GEN ERAL BUSINESS RECOM MEN DATION: Stakeholders should explore opportunities to invest in 
countries with significant competitive advantages in specific market segments. Such investments enable 
businesses to embed themselves within the local economy, leveraging government support and gaining 
access to collaborations with leading domestic companies. 
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Government Response 

Global patent activity 
remains concentrated 
in only five economies 

/_ China 10% 
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Rest of 
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Governments worldwide are responding to 
the trend of investing in national economic 
sectors with high global competitive 
advantage in varied ways. Some, like 
Germany, have successfully focused on their 
automotive and engineering sectors, 
leveraging their historical expertise and 
reputation for quality. The automotive sector 
in Germany is the most research-intensive, 
with an investment of €28.253 billion in R&D 
in 2019, accounting for 37% of the country's 
total REtD expenditure. Others, like South 
Korea, have invested heavily in technology 
and electronics, capitalizing on their 
innovative capabilities. Samsung Electronics 
plans to invest $230 billion in South Korea 
over the next 20 years, focusing on 
developing technology and electronics 
sectors. The South Korean government 
announced a collective investment of $451 
billion by companies in the semiconductor 

industry, aiming to strengthen its position as a chip powerhouse. These strategic investments often lead to 
a positive cycle of growth, attracting additional investment and talent. However, there can be negative 
responses too, such as over-dependence on a single sector, leading to economic vulnerability if global 
demand shifts. 

Germany 10% _ /  

Japan 26% 

United States 19% 

Source: OECD, based on PATSTAT, Global Competitiveness Report special edition 2020 

Figure 3— Most patents globally filed by 5 countries (WEF and OECD) 

Business Recommendation: Businesses should tailor their strategies to align with government 
priorities in key sectors and seize opportunities in markets where regulatory barriers are reduced. 
For example, automotive companies in Germany or technology firms in South Korea can benefit from 
supportive policies and funding initiatives. Similarly, the CHIPS Act in the United States reflects a 
strategic effort to bolster domestic industries. Additionally, businesses should monitor markets that 
become more attractive as governments ease restrictions and regulations, opening new avenues for 
growth and collaboration. 

Economic Consequences 
The economic consequences of this trend are significant. Focused investment in competitive industry 
sectors can lead to substantial growth and job creation within those industries. For example, China's 
investment in renewable energy has not only made it a global leader in this sector but also created millions 
ofjobs. In 2022, China invested $546 billion in clean energy, including solar and wind energy, electric 
vehicles, and batteries, significantly surpassing U.S. investments in the sector. China's renewable energy 
generation reached 2.7 trillion kWh in 2022, accounting for 31.6% of the country's total electricity 
consumption, showing a notable increase from the previous year. On the other hand, in some countries, 
there can be negative impacts, such as neglect of other sectors, which might lead to a lack of diversification 
in the economy. 

Business Recommendation: Companies are well served to diversify their investments to reduce risks 
from over—reliance on a single sector and actively pursue opportunities in emerging industries that 
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align with their corporate strategy. Leveraging sectors prioritized by government investments can 
enhance resilience and unlock growth potential. 

Environmental Impact 
Investing in sectors with competitive advantages can have varied environmental impacts. Positive impacts 
are evident when investments are directed towards renewable energy or sustainable technologies, as seen 
in Denmark's wind energy sector. Denmark has committed to a 20% ownership stake in four planned 
offshore wind farms, totaling at least 6 gigawatts (GW) of capacity. The country's dominance in wind 
energy is largely attributed to its government policies, which have been the primary driver of the industry's 
growth and development Sometimes, if investments are concentrated in resource-intensive industries like 
mining, it could have a significant environmental impact. This impact naturally needs to be mitigated. 

Business Recommendation: Businesses should prioritize investments in sustainable practices and 
climate technologies within competitive sectors to address the global need for innovative solutions 
to environmental challenges. By 
reducing environmental impact 
and aligning with global 
sustainability trends, companies 
can drive market growth, foster I 
innovation, and contribute to e l e n c e  c t  
the advancement of critical , 
cli mate technolog ies, America invented the semiconductor, 

but today produces about 1 0% of the world’s 

. . — and none of the most advanced chips. 
Impact on Innovation ‘ Act—worth nearly $150 billion—will 
This trend significantly boosts , .. . othe U3. '0Werln9 00$, 
innovation, especially in sectors ' k K ‘ ‘ "gmenmg su'op'y Chams' 
where a country holds a competitive 
advantage. The U.S.'s investment in 
technology and pharmaceuticals has 
spurred remarkable innovations in 
these fields. The US. leads in 
pharmaceutical innovation, spurred 
by effective life-science policies, 
significant federal investment in 
basic research (National Institute of 
Health Investments), and strong 
intellectual property protections 
However, this can also create a 

'I'IIE. Ili'l' lll'lllOllllES 
v 
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in sectors with national competitive advantages. Clear agreements on intellectual property 
ownership are required to ensure mutual benefits while having access to cutting edge solutions, 
unlocking funding, and leading in emerging industries. 

Societal Impact 
The societal impact of governments investing in sectors with a high global competitive advantage can lead 
to job creation in specialized industries, which frequently offer higher wages and skill development 
opportunities. For example, Denmark's investment in renewable energy has not only positioned it as a 
leader in wind power but also created numerous high-skilled jobs in the sector. These jobs contribute to 
higher living standards and economic stability for communities. Additionally, when a government invests in 
sectors like technology or pharmaceuticals, it can lead to innovations that directly benefit society, such as 
improved healthcare outcomes or enhanced digital services. As with other trends, there can also be 
negative impacts. Focusing heavily on certain industries may lead to neglect of others, potentially causing 
job losses in less prioritized sectors. Moreover, the concentration of investment in high-skill industries might 
exacerbate social inequalities, as those without relevant qualifications may find it harder to access these 
new job opportunities. 

Business Recommendation: Businesses operating in sectors prioritized by government investments 
should actively support training and education programs to upskill the workforce and integrate 
new entrants. This effort helps address skill gaps and ensures broader access to opportunities in 
these growing industries, reducing potential social inequalities. This might involve funding 
education and reskilling initiatives or collaborating with social enterprises to drive economic 
stability in affected regions. Such strategies not only foster inclusive growth but also build stronger 
ties with local communities while aligning with national economic priorities. 

Additional Insights 

For those seeking to dive deeper into the subject, the following sources provide valuable insights: 

1. Germany's Automotive R&D Investment: Germany's automotive sector leads in research and 
development (REID) investment, with €28.253 billion in 2019, representing 37% of the nation's total 
R&D spending. This focus exemplifies the country's strategy of leveraging historical expertise in 
automotive and engineering sectors. 

Germanv Trade 8 Invest: Automotive Industrv in Germanv 

2. South Korea's Semiconductor Industry Investment: South Korea announced a significant 
collective investment of $451 billion in the semiconductor industry, aiming to solidify its status as a 
leading chip producer. This is part of a broader strategic investment in technology and electronics, 
highlighted by Samsung Electronics' plan to invest $230 billion in these sectors over 20 years. 

South Korea to Invest $451 Billion in Chip Industrv 

3. China's Renewable Energy Investment: In 2022, China invested $546 billion in clean energy, 
including solar, wind, electric vehicles, and batteries. This investment has positioned China as a 
global leader in renewable energy and contributed to significant job creation, with renewable 
energy generation reaching 2.7 trillion kWh and accounting for 31.6% of the country's total 
electricity consumption. 

Global and China’s Renewable Enerdv Investment 
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4. Denmark's Wind Energy Sector: Denmark's government policies have been pivotal in the 
development of its wind energy sector, with the country taking a 20% ownership stake in four 
planned offshore wind farms, totaling at least 6 gigawatts (GW) of capacity. This investment reflects 
Denmark's commitment to sustainable technologies and its competitive advantage in the wind 
energy market. 

Denmark's Wind Enerdv Investment 
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5. US. Pharmaceutical Innovation: The United States leads in pharmaceutical innovation, supported 
by robust life-science policies, substantial federal investment in basic research through the National 
Institute of Health, and strong intellectual property protections. This focus on innovation has 
positioned the U.S. at the forefront of pharmaceutical advancements. 

U.S. Leadership in Pharmaceutical Innovation 

Megatrend 3 - Foreign Policy Will Be Bipolar, Swinging Between Ideology and 
Pragmatism 

22 

In contemporaryforeign policy, a notable trend is the 
oscillation between ideological commitments and 
pragmatic considerations. This bipolar nature of foreign 
policy is increasingly evident as nations navigate complex 
global challenges. On one hand, ideology often drives 
foreign policy, reflecting deeply held national values and 
beliefs. These ideological stances can influence decisions 
on alliances and international cooperation. On the other 
hand, pragmatism plays a crucial role, especially in matters 
of trade, security, and crisis management. Here, the focus 
shifts to practical outcomes, strategic interests, and 
tangible benefits, sometimes overriding ideological 
positions. This duality creates a dynamic landscape where 
foreign policy decisions are frequently a balance—or a 
tension—between idealistic aspirations and the hard 
realities of the geopolitical environment. Understanding 
this dual nature is essential for businesses and strategists 
to anticipate and interpret international actions and 
responses effectively. 

Foreign Pol icy 

Foreign policy will 
be bipolar, 
swinging between 
ideology and 
pragmatism 

Realities of trade, scarcity of resources, global supply chains, and access to markets all influence policy. 
The pendulum swings between policy based on unbending adherence to ideology, versus, policy based on 
pragmatic realities tied to the national economy and prosperity. 

Top 10 Ways Ideology—Pragmatism Spectrum is Managed 
Nations will strive to that narrow corridor balance their values and practical considerations, fostering 
flexibility and adaptability in an increasingly interconnected global landscape. 
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1. Balancing Trade Liberalization while Protecting Domestic Industries 
Nations pursue trade agreements to expand economic opportunities while balancing it with 
implementing protections to support domestic industries. 

2. Promoting Worker Rights While Managing Strategic Relationships 
Countries advocate forworker and human rights while balancing it with maintaining critical 
economic and security partnerships with strategic nations. 

3. Weighing Defense Commitments while Observing Non-Intervention Goals 
Governments scrutinize commitments to defend their national values abroad while balancing it 
with avoiding entanglements that may carry high strategic costs. 

4. Investing in Climate Goals while Assuring Energy Security Needs Are Met 
Nations scrutinize climate goals and investment in renewable energy while balancing it with 
ensuring energy security through continued investment in traditional energy sources. 

5. Using Sanctions Alongside Diplomatic Negotiations 
Governments use sanctions regimes to uphold norms while balancing it with engaging 
diplomatically to address shared global challenges. 

6. Supporting National Principles While Engaging with Other Countries 
Nations promote their nationalvalues internationally while balancing it with cooperating with 
states critical for economic or strategic priorities. 

7. Global Collaboration with Respect for National Interests 
Countries participate in international agreements and organizations while balancing it with 
preserving national sovereignty on key issues. 

8. Soft Power Initiatives Versus Economic Realities 
Nations expand their global influence through cultural diplomacy while balancing it with 
making pragmatic economic decisions to support commercial diplomacy of national industries. 

9. Supporting Allies While Managing Major International Relationships 
Governments support allies while balancing it with avoiding actions that could destabilize 
relationships with larger powers. 

10. Encouraging Innovation While Protecting National Security 
Countries foster innovation through national and global collaboration while balancing it with 
implementing safeguards to protect sensitive technologies. 

GENERAL BUSINESS RECOMMENDATION: Stakeholders will find it beneficial to thoroughly analyze 
each country and ascertain its position on the spectrum from ideology to pragmatism public policy 
spectrum. A long—term focus on pragmatism while adhering to national public values will likely 
encourage investment, expansion, and growth within a country. 

Government Impact 
The bipolar nature of foreign policy, oscillating between ideology and pragmatism, has significant 
implications for governments worldwide. Governments often face the challenge of balancing their 
ideological commitments with pragmatic needs. For instance, ideological differences amongst nations can 
lead to tensions. Conversely, economic, and strategic interests can drive nations to adopt more pragmatic 
approaches. This is evident in how countries manage relationships with major powers or in international 
trade agreements. For example, the US. and European Union must balance their foreign policy against the 
pragmatic need for economic engagement with a major global power. 

Business Recommendations: Businesses should monitor governmental policies and international 
relations closely to understand potential shifts in foreign policy. This understanding can guide 
investment decisions and strategic partnerships. Companies must be prepared to adapt to changes 
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in diplomatic relations and trade policies that arise from these foreign policy dynamics. Diversifying 
markets and supply chains can mitigate risks associated with geopolitical shifts. 

SingIe—party state 

I Absolute monardty 

I Consfitufional monarchy 

I Presidentia! republic 

I Parliamentary republic 

I Presidential Donsfitufional republic 

I Parliamentary constimfional republic 

I Semi—presidential republic 

I other 

Figure 5- Countries by system of government. 

Economic Impact 
The bipolar approach to foreign policy impacts the global economy in several ways. When countries 
prioritize ideology, It can lead to trade disputes or support for specific economic systems, which can disrupt 
markets and supply chains. On the other hand, a pragmatic approach often leads to free trade agreements 
and economic partnerships, boosting international trade and investment. For example, the European 
Union's trade relations and economic considerations sometimes lead to temporary compromises on 
stances regarding environmental standards. 

Business Recommendations: Companies, while remaining faithful to their core values, should 
develop flexible business strategies that 
can adapt to changing trade policies and 
economic alliances. Investing in market 
analysis and understanding the political 
climate of trade partners can help 
businesses navigate the complexities of 
the foreign policy environment. 

Environmental Impact 
In some countries, national policies may 
emphasize environmental protection and 
sustainable practices, leading to stricter 

, regulations and international 
“unifiesiwh‘d‘ Chinfzizthe 'argest trade Partner ' environmental agreements. In other 

Countries forwhich America isthe largesttrade partner countries! pragmat ic  fore ign p0liCieS m a y  

56 prioritize economic growth and resource 
access, sometimes overlooking 
environmental concerns. Countries rich in 
natural resources, for instance, might 

prioritize economic gains from mining over environmental protection, leading to policies that are less 

Figure 6- US and China trading partners (Jeff Blossom for Connectography) 
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stringent on environmental standards. Conversely, nations with strong ideological commitments to 
environmentalism may push for international climate agreements and invest in sustainable technologies. 

Business Recommendations: Businesses in sectors affected by regulations should stay informed 
about international policies and agreements. Companies can also invest in practices and 
technologies to align with national policy initiatives and to mitigate risks associated with stricter 
regulations. 

Innovation Impact 
In the area of innovation, ideological commitments can 
lead to investments in specific sectors like renewable Which Countries Have the 
energy or advanced technologies that align with 
national values. Pragmatic foreign policies, on the other MOSt Trade Agreement-5? 

- Active regional trade agreements as hand, often focus on technological advancements that listed by the WTO (as of May12,2021) 
promise Immediate economic benefits or strategic , __ . - 7., 
advantages. 

For example, the race for 5G technology dominance 
showcases how pragmatic considerations can spur 
innovation in the technology sector, with countries 
investing heavily. Another example is European "1'35 
nations' focus on green technologies that reflects an : f: 
ideological commitment to environmental I No trade 
sustainability, driving innovation in renewable energy agreements y I ' 
sectors. Agreements made as a pre-existing group counted individually for each country 

Source: WTO 

Figure 7- Countries with most trade agreements (Statista 
2021) 

Business Recommendations: Companies should align their research and development efforts with 
the prevailing foreign policy orientation, be it ideological or pragmatic. This alignment can open 
opportunities for funding, partnerships, and new markets. Keeping an eye on emerging 
technologies and sectors favored by governments, if aligned with corporate priorities, can provide 
companies with a competitive edge. 

Societal Impact 
The bipolar approach to foreign policy affects society by influencing international relations, cultural 
exchanges, and global perceptions. Ideologically-driven policies can foster a sense of national identity and 
pride but may also lead to international isolation or conflict. Pragmatic foreign policies focusing on 
economic and strategic interests can lead to improved living standards through trade and investment but 
might overlook othervalues. For instance, investments through the US. Agency for International 
Development, multilateral development banks, European Union’s EUAID, Australia’s AusAlD, and China's 
Belt and Road Initiative (BRI) illustrate how foreign policy aimed at economic expansion can have 
significant societal impacts in participating countries. 

Business Recommendations: Businesses should be aware of how foreign policy affects societal 
attitudes and preferences. This awareness can guide marketing strategies and corporate social 
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responsibility initiatives. Engaging in corporate diplomacy and fostering good community relations 
can be beneficial in environments where foreign policy impacts societal perceptions and behaviors. 

Additional Insights 

For those seeking to dive deeper into the subject, the following sources provide valuable insights: 

1. European Union's Foreign Policy: This article discusses the European Union's complex foreign 
policy approach highlighting the balance between ideological concerns and the pragmatic need for 
economic engagement. It illustrates the bipolar nature of foreign policy that governments must 
navigate. 

European Union and China: A Fine Balancing Act 

Global Trade and Foreign Policy:. This United Nations reference described the global trade from 
the UN lens with a mix of idealism and pragmatism. 

United Nations Trade 8 Development Report 2022 

U.S.—China Trade Relationship: This article examines the U.S.—China trade relationship, showcasing 
how economic pragmatism often overrides ideological conflicts. It is a prime example of how foreign 
policy impacts global economic interactions. 

U.S.-China Economic Relationship 

Race for 5G Technology Dominance: This piece analyzes the global race for 5G technology 
dominance. It highlights how pragmatic foreign policy considerations can spur innovation in 
technology sectors, reflecting the bipolar nature of foreign policy. 

5G Technoloqv Race: US and China's Strateqic Approaches 

China's Belt and Road Initiative (BRI): This article provides an in-depth look at China's Belt and 
Road Initiative and its impact on society in participating countries. It serves as an example of how 
pragmatic foreign policy aimed at economic expansion can have broad societal impacts, including 
infrastructure development and economic growth. 

China's Belt and Road Initiative 
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Megatrend 4 - Global Influence is Powered by The Strength of a Country’s 
Economy, Its Sought-After Commodities, or Its Strategic Geography 
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Global influence is increasingly determined by the 
economic prowess of a nation or the global demand for 
its commodities. A strong economy often translates into 
significant political and diplomatic clout on the world 
stage. This influence manifests in various ways, such as 
the ability to shape international trade agreements, sway 
global financial systems, and exert soft powerthrough 
cultural and technological exports. A strong national __7 
economy makes a country a magnet for investment and “W“ ”“6"“ 
for external businesses to stream in and serve market 
needs. A strong economy emboldens domestic Global influence is 
producers to enter international markets. A country’s driven by COUNTY'S 
economic prominence will attract regional neighbors and national economy 
global players to build alliances and ride the economic and its sought after 
coat tails of the nation. Economic strength enables a commodities 
country to project its ambitions to its neighbors and 
beyond, shaping bilateral and multilateral relationships. 

Countries rich in sought-after commodities such as oil, rare earth elements, or key agricultural products hold 
yet another significant advantage in the global geopolitical arena. These natural resources are vital cogs in 
the machinery of global industries and economies, making them 
powerful tools of influence for the nations that control them. — 
This leverage is particularly evident in the market sectors of 

. 5 3 %  Plan to duallsource 

energy and technology, where Oil and rare earth elements, raw "mm 5 
respectively, are still indispensable. The strategic importance of 47% 3:53:33:n 
these commodities allows producing countries to negotiate 0 plan nearshoring 351d 
from a position of strength, thereby influencing international 40 /° E223""°"°"""""" 
trade, diplomatic relations, and economic policies. Recent 38% Plantorzgionalize 
global events have highlighted this dynamic. Shifts in energy supp” 3'" 

3 00/ Plan to reduce the 

° Emmirffti’zs‘" markets have dramatically impacted international politics and 
economies, while disruptions in critical commodities have led to 
shortages. These developments underscore whomever controls 
key natural resources often shaping global dynamics, Figure 8- Minimizing critical impact to . . . . . . companies'supply chains (McKinsey& International relations, and policy de0i3ions. Finance Onlme 2020) 

Top 10 Ways Countries Project Their Global Influence 
Countries enhance their global influence through the strength of their economies and the strategic 
management of sought-after commodities by leveraging their assets and fostering international 
collaboration. Here are the top 10 approaches nations use: 

1. Expanding Export Leadership 
Economically strong nations grow their global presence by excelling in key export sectors, such 
as Germany’s prominence in automotive manufacturing or South Korea’s leadership in 
electronics. 

2. Managing Essential Resources 
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Countries with valuable resources, such as Saudi Arabia with oil or China with rare earth 
elements, play a pivotal role in ensuring stable supply chains and fostering economic 
partnerships. 

3. Shaping Trade Agreements 
Nations use their economic strength to negotiate trade agreements, such as the U.S.—Mexico— 
Canada Agreement, fostering mutually beneficial economic relationships and setting standards. 

4. Influencing Global Financial Systems 
Economies like the United States leverage their financial systems and the global use of their 
currencies to contribute to stability and promote transparent international trade practices. 

5. Supporting Global Infrastructure Development 
Programs like China’s Belt and Road Initiative demonstrate how investments in infrastructure can 
strengthen international ties and support shared economic goals. 

6. Providing Development Aid and Loans 
Countries such as Japan and the United States use development aid and loans to promote 
sustainable growth and build cooperative relationships with partner nations. 

7. Advancing Innovation and Technology 
Leadership in sectors like artificial intelligence, renewable energy, and pharmaceuticals allows 
nations such as the US. and Japan to share technological advancements. 

8. Fostering Resource—Based Alliances 
Resource-rich countries participate in alliances like OPEC or collaborate with other nations on 
critical resources to ensure stability and mutual benefits in global markets. 

9. Sharing Cultural and Economic Strengths 
Nations build global connections through cultural exports, such as Hollywood, Bollywood, and 
South Korea’s entertainment industry or Italy and France’s fashion and luxury goods, enhancing 
shared cultural interests resulting in economic opportunities. 

10. Engaging Emerging Markets 
Economically strong nations invest in developing markets, offering technology, expertise, and 
infrastructure to support growth and create collaborative opportunities. 

GEN ERAL BUSI N ESS RECOMM EN DATION: To excel in the global market, businesses should align 
selectively and strategically with countries that possess economic strength and key resources. 
Building mutually beneficial partnerships with governments and local industries in these regions 
allows companies to access critical markets and technologies while contributing to national 
economic goals. Developing resilient supply chains in resourcerich or innovationdriven sectors 
enhances competitiveness and ensures sustainability. Additionally, engaging in trade agreements, 
infrastructure initiatives, and emerging markets fosters long-term stability, creating shared value and 
strengthening global ties. 

Government Impact 
The trend of global influence being driven by a country's economic strength or possession of sought-after 
commodities significantly affects governmental actions worldwide. Governments in economically strong 
countries often leverage their financial prowess to negotiate favorable terms in international trade 
agreements, influence global financial systems, and extend their soft power through cultural and 
technological exports. For example, the United States, with its robust economy, has long been able to shape 
global trade policies and establish international norms. On the other hand, countries rich in commodities 
like oil and rare earth elements use these resources to exert considerable geopolitical influence. These 
dynamics prompt governments to focus on strengthening their economies and securing access to vital 
commodities, leading to increased competition and strategic alliances. 
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Business Recommendations: Businesses should closely monitor the economic policies and 
geopolitical stances of influential nations, adjusting their strategies accordingly. Investing in 
countries with strong economies or valuable commodities can offer stability and growth 
opportunities. Additionally, forming strategic partnerships with local businesses and partners in 
these regions can provide a competitive edge. 

Economic Impact 
The economic consequences of a country's global influence driven by economic strength or commodities 
are multifaceted. A strong national economy not only attracts foreign investments but also encourages 
domestic businesses to expand internationally, fostering global trade and economic growth. For instance, 
China's economic ascent has led to increased foreign direct investment in the country and a significant 
expansion of Chinese businesses abroad. Conversely, countries with control over critical commodities like 
oil or rare earth elements can impact global markets significantly. Control over key resources can lead to 
economic vulnerabilities for dependent countries and global market fluctuations. 

Business Recommendations: Businesses should diversify their markets and supply sources to 
mitigate risks associated with economic and commodity—based global influences. Investing in 
alternative sources and technologies can reduce dependence on specific commodities, while 
expanding into new or emerging markets can offset potential instabilities in traditional markets. 

Environmental Impact 
The environmental impact of this trend is significant, especially in countries rich in natural resources. The 
extraction of commodities like oil and rare earth elements often lead to environmental degradation, 
pollution, and biodiversity loss. This trend underscores the need for sustainable resource management and 
environmental protection measures in countries with valuable natural resources. Many countries have 
begun implementing strategies to protect their environment and resources. 

Growth of selected minerals in the SDS* 2040 relative Ito 2020 
Business Recommendations: Companies ,,5mmDevelopmenmm 
should invest in sustainable and so 
environmentally friendly technologies 42 
and practices, especially when operating f 
in resourcerich countries. This approach 
not only mitigates environmental impact 
but also aligns with increasing local and 
global demand for sustainable practices, 
consequently enhancing the company's 2..-... 
brand reputation and market position. 
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. . . , . . Lithium Graphite Cobalt Nickel Rare earth: 
In novatlon, primarily throug h Investments In 
research  a n d d eve lopm e n t  (R8, D) a n d Source: IEA. 'The Role of Critical World Energy Outlook Special Report Minerals in Clean EnergyTransitions' Report 

tePhUOIOQV' For 'nStance' the U n 'ted States' Figure 9- Increase in demand for critical minerals between 2020 and 
wrth Its strong economy, has been a global 2040. 42x means 42 time more in 2040 than in 2020 (IEA, White a 
leader in tech nolog ical innovation, significantly Case, JDSupra) 
influencing global tech trends. Similarly, 
countries like China, which control significant rare earth element supplies, have the leverage to invest 
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heavily in technology sectors that rely on these materials, like renewable energy and electronics. This trend 
can spur innovation globally, as countries compete to maintain or enhance their economic and commodity- 
based influence. 

Business Recommendations: Businesses should focus on innovation and R&D, particularly in 
sectors relevant to the economies or commodities of influential countries. Collaborating with 
universities and research institutions in these countries can provide access to cutting—edge 
technologies and foster innovation. 

The Countries Supplying Societal Impact 
the 'EV' L'th'um' Rush . . The societal impact of a country's global influence based on 
Efiztiifzsfifilsingér'iflime'ficmm '" 202' economic strength or commodities is profound. Economically 

(inmsszsmii strong countries often experience improved living standards, 
“ m “ . m ’ .  5.700 greaterjob opportunities, and enhanced social welfare systems. 

ChilSir—26:00" .9100 For example, the economic growth of Singapore has significantly 
china 0-14.000 _ *0 1.500 improved the quality of life for its citizens. However, in countries 

Argentina 3-6200— —0 2.200 where influence is based on commodities, societal impacts can 
Braziolisoo ——L —- 95 be mixed. While there can be economic benefits, such as 

zimbabwem 1,200— 7 -  220 increased national revenue and job creation, there are often 
Portugal.l900 . 60 issues related to income inequality, environmental degradation, 

go datalfjogtge unitedlssrates "to avoid disclosing company proprietary data” and political instability. .. mg... my 

@ ® (9 StatISta 5 Business Recommendations: Businesses operating in these 
Figure 10- Countries producing the most Lithium (Statista 2027) influential countries should engage In corporate SOCIal 

responsibility (CSR) initiatives that support sustainable 
development and social welfare. Investing in community 
development projects and environmentally friendly practices 

can improve societal outcomes and enhance the company's reputation. 

Additional Insights 

For those seeking to dive deeper into the subject, the following sources provide valuable insights: 

United States' Global Trade Influence: The United States uses its strong economy to shape global 
trade policies and establish international norms, demonstrating the power of economic strength in 
global influence. This is a clear example of how economic prowess can be leveraged in international 
relations and trade agreements. 

How the US Economv Influences the World 

Saudi Arabia's Oil Diplomacy. Saudi Arabia's control over vast oil reserves allows it to significantly 
influence global oil prices and negotiate trade and diplomatic relations. This highlights the 
geopolitical influence that countries with key commodities, like oil, can exert on a global scale. 

Saudi Arabia Vision 2030 

China's Economic Ascent and Global Impact: China's growing economy has led to an increase in 
foreign direct investment and the expansion of Chinese businesses abroad. This case exemplifies 
how a strong national economy can foster global trade and economic growth, while also attracting 
international investment. 
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China's Economic Rise: Histom, Trends, Challenges, and Implications for the United States 

Environmental Challenges in Resource—Rich Countries: The extraction of resources like oil and 
rare earth elements cause environmental degradation and health hazards. Countries are adopting 
importance of sustainable resource management and environmental protection in these areas. 

Sustainability in Denim: A Step toward Sustainable Production and Consumption of Denim 

Societal Impacts in Economically Strong and Commodity—Based Countries: Countries with strong 
economies often enjoy improved living standards and social welfare, while those dependent on 
commodities face challenges like income inequality and societal tensions in their journey to 
developed nation status. 

All on Board — Making Inclusive Growth Happen 

Megatrend 5 - Utilitarian Environmental Policy Will Shape a Growing Portion of 
Industrial and Economic Strategies 

Environmental policy is becoming a major driving force in F " 
shaping industrial policy and the broader economy. As ' 
global awareness of environmental issues such as climate 
change, pollution, and resource depletion rise, governments 
and international organizations are increasingly prioritizing 
sustainable practices. This shift is likely to lead to the 
introduction of more stringent regulations aimed at reducing 
carbon footprints, promoting renewable energy, and 
enforcing sustainable resource management. How ever 
there is a growing recognition that implementation has to be 
cost effective, not negatively effect national security, and Environmental 
minimize the tax burden on citizens or debt financing borne policy willdrlve an 
by them. Driven by consumer demand industries will be increasing share 
compelled to adapt, leading to a surge in green technologies of the industrial 
and eco-friendly business models. This evolution in 
environmental policy will not only redefine existing 
industries but also stimulate the growth of new sectors, 
ultimately influencing the trajectory of the global economy 
towards more sustainable and environmentally conscious 
practices. 

A; *' 
Economy Er Industr ia l  Pol icy  

economy 

The integration of environmental considerations into economic planning signals a transformative period, 
where environmental stewardship becomes integral to economic success and societal well-being. As 
countries tighten their regulatory frameworks around better environmental policy, and as more consumers 
demand it, more industry partners will cost-effectively invest in the ability to meet these expectations. Focus 
on environmental solutions will take a greater share of the economic resources of the country. No doubt 
innovations will create new opportunities for faster, more effective, and less costly technologies to come 
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forth. The higher the reach of the environmental goals, the higher the likelihood that a larger share of the 
economy will be engaged to invent solutions to meet those goals. 
Top 10 Ways Industrial 8 Economic Strategies Mesh with Environmental Policies 
Here are the top 10 ways environmental policy influences industrial and economic strategies, with the 
understanding that different governments may prioritize these initiatives to varying degrees: 

1. Carbon Pricing Mechanisms 
Some governments may advance policies like carbon taxes or cap-and-trade systems to reduce 
emissions, while others may opt for alternative approaches that emphasize economic flexibility. 

2. Renewable Energy Initiatives 
Support for solar, wind, and other renewable energy sources can vary, with some governments 
emphasizing their expansion and others may promote an investment mix across a broader range 
of energy production solutions. 

3. Circular Economy Models 
Governments may promote waste reduction and resource-efficient practices to varying extents, 
depending on their broader economic and environmental goals. 

4. Sustainable Transportation 
Initiatives such as electric vehicles and green mass transit may receive support under certain 
governments, while others may refocus on a mix of energy and transportation strategies. 

5. Green Infrastructure Projects 
Investment in green infrastructure, such as energy-efficient buildings, may be prioritized by 
some governments while embraced more selectively by other governments. 

6. Clean Technology R&D 
The level of public funding and incentives for green technology, climate technology, and 
environmental technologies often reflect each government’s emphasis and interpretation of its 
needs. 

7. Environmental Standards and Compliance 
Policies regulating emissions and waste are adjusted depending on a government’s perspective 
on balancing environmental goals with industrial competitiveness. 

8. Sustainable Agriculture 
Approaches to agriculture may vary, with some governments emphasizing practices like organic 
farming and reduced pesticide use, while others focus on maximizing productivity. 

9. Green Jobs and Workforce Reskilling 
Investments in training for green industries can fluctuate, with some governments fostering 
workforce development in these areas while others emphasize different sectors. In fact not 
addressing this issue, can become a public policy wedge against sustainable goals. 

10. Environmental Alignment in Trade Policies 
The inclusion of environmental considerations in trade agreements may be a focus for some 
administrations, while others might prioritize flexibility in trade to support economic goals. 

G EN ERAL BUSI N ESS RECO M M EN DATION: Stakeholders stand to benefit significantly by aligning 
with these emerging government regulatory frameworks and their associated incentives. The pursuit 
of industry solutions aimed at achieving environmental goals presents a potent avenue for growth. 
Innovations designed to comply with these new regulations often attract enthusiastic early adopters 
and pioneering users, presenting a valuable opportunity for market entry. This scenario underscores 
a growing market trend where compliance with environmental standards is not just a regulatory 
requirement but also a strategic business advantage, opening doors for innovative solutions and new 
market players. 
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Government Impact 
The rising emphasis on environmental 
policy is reshaping government actions 
globally. Governments are increasingly 
integrating environmental 
considerations into their legislative and 
regulatory frameworks. For instance, 
the European Union's Green Deal aims 
to make Europe climate neutral by 
2050, a commitment that influences a 
wide range of policy areas from energy 
to transportation. Similarly, China's 14th 
Five-Year Plan includes significant 
investments in green energy and aims 
to peak carbon emissions before 2030. 
These policies represent a fundamental 
shift in how governments view the 
relationship between environmental 
stewardship and economic 
development. By placing 
environmental considerations at the 
heart of industrial policy, governments are 
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not only addressing ecological concerns but also steering their economies towards more sustainable and 
innovative pathways. 

Business Recommendation: Businesses should stay informed about evolving environmental 
regulations in their respective sectors and regions, preparing to adapt their operations accordingly. 
Companies should explore government incentives related to environmental compliance, such as 
tax breaks or grants for sustainable practices, to offset the costs of transitioning to greener 
operations. 

Economic Impact 
The integration of environmental policy into industrial and economic frameworks is significantly altering the 
economic landscape. This shift is leading to a reallocation of investments towards sustainable and green 
technologies. For example, the renewable energy sector has seen substantial growth, with investments 
surpassing $300 billion globally in recent years. Additionally, the push for sustainability is fostering the 
emergence of new industries, such as electric vehicle manufacturing, which is projected to grow rapidly in 
response to environmental policies. However, this transition also poses challenges, particularly for 
traditional industries reliant on fossil fuels, which may face declining demand and increased regulatory 
pressures. Overall, the trend towards environmental policy-driven economies is catalyzing a fundamental 
restructuring of global economic priorities, favoring sustainability and innovation. 

Business Recommendation: Businesses should consider investing in sustainable technologies and 
practices, positioning themselves as frontrunners in providing innovative innovations in the 
emerging green economy. Companies, especially those in traditional industries, should explore 
diversifying their business models to include environmentally friendly portfolios, mitigating risks 
associated with environmental policy transitions. 

Environmental Impact 
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The increasing influence of environmental policy on industrial practices is having a profound impact on the 
environment. These policies aim to reduce carbon emissions, limit pollution, and promote sustainable 
resource use, thereby addressing key environmental challenges such as climate change and biodiversity 
loss. For example, the implementation of carbon pricing mechanisms in various countries is effectively 
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reducing greenhouse gas emissions by making it 
more costly to emit carbon dioxide. Moreover, 
regulations promoting renewable energy are 
decreasing reliance on fossil fuels, leading to 
improvements in air quality and reductions in 
carbon footprints. This shift towards 
environmentally conscious policies is not only 
beneficial for the planet but also essential for 
ensuring a sustainable future. 

Business Recommendation: Companies 
should actively implement practical 
sustainable practices in their operations, 
such as reducing waste, conserving 
resources, and decreasing emissions, based 
on their environmental objectives. 
Businesses can capitalize on the growing 
demand by providing ecofriendly raw 
materials, semi—finished goods, finished 
products, as well as services, tapping into a 
premium market where consumers value 
sustainability. 

Innovation Impact 
The growing emphasis on environmental policy is 
driving innovation across various sectors. 
Companies are incentivized to develop new 
technologies and solutions that comply with 
stricter environmental regulations. For instance, 
advancements in battery technology are crucial 
for the expansion of the electric vehicle market, 
while innovations in renewable energy 
technologies like solar and wind power are 
transforming the energy sector. These 
developments are not only environmentally 
beneficial but also economically advantageous, 
as they often lead to cost savings and increased 
efficiency in the long term. The push for 
environmental compliance is fostering a culture 
of innovation, where solving environmental 
challenges becomes a catalyst for technological 
advancement and economic growth. 
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Who Is Driving Investment 
in Renewable Energy? 
Investment in the renewable energy sector 
by country/region (in billion US. dollars)* 
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Sources: UNEP; Bloomberg New Energy Finance; FS-UNEP Collaborating Centre 

Figure 12- Countries and their investments in renewable energy 
(Statista 2020) 

Business Recommendation: Businesses should allocate resources to research and development, 
focusing on creating innovative solutions that to help businesses meet environmental standards. 

@2024 Government Analytica® In Pursuit of Public Value — 



 

• 

 

• 

 

• 

 

• 

‘, ‘ Government 
I i ’  Analytica' L" inf0@governmentanalyticacom 

‘ O 

Collaborating with other industries and research institutions can accelerate the development of 
groundbreaking technologies and environmentally friendly practices and become a source of 
growth. 

Societal Impact 
The trend towards prioritizing environmental policy is having significant social implications. As societies 
become more aware of environmental issues, there is a growing demand for sustainable practices and 
products. This shift is altering consumer behavior, with a preference for eco—friendly and sustainable 
options becoming increasingly prevalent. Additionally, the move towards a greener economy is creating 
newjob opportunities in sustainable industries, contributing to a shift in the labor market. However, this 
transition also presents challenges, such as the need for retraining workers from traditional industries to 
equip them for new roles in the green economy. Overall, the increasing focus on environmental policy is 
shaping societal values and expectations, leading to a more environmentally conscious and sustainable 
way of life. 

Business Recommendation: Businesses should invest in educating consumers about the 
environmental impact of their products and services, fostering a market for sustainable options. 
Companies transitioning to greener practices should support their workforce through retraining 
and reskilling programs, ensuring a smooth adaptation to the changing economic landscape. 

Additional Insights 

For those seeking to dive deeper into the subject, the following sources provide valuable insights: 

1. 'The European Green Deal' by the European Commission: This official document outlines the 
European Union's comprehensive plan to make its economy sustainable by turning climate and 
environmental challenges into opportunities across all policy areas. It is an essential read for 
understanding how a major economic bloc is integrating environmental policy into its economic 
and industrial framework. Available at: 

European Commission - European Green Deal. 

2. 'China’s 14th five—year plan Spotlighting climate and environment' by United Nations This report 
offers an analysis of China's 14th Five-Year Plan, emphasizing its environmental aspects and 
implications for climate change policy. It is crucial for understanding how the world's largest emitter 
of greenhouse gases is aligning its industrial and economic strategies with environmental goals. 

UN - China's 14th Five-Year Plan. 

3. 'Global Trends in Renewable Energy Investment' by the Frankfurt School—UNEP Collaborating 
Centre: This annual report provides detailed data and analysis on global investments in renewable 
energy. It is a valuable resource for understanding the economic impact of the shift towards 
sustainable energy, a key aspect of environmental policy. 

FS-UNEP Centre - Global Trends in Renewable Enerdv Investment. 

4. 'Why Sustainability Is Now the Key Driver of Innovation' by the Harvard Business Review (HBR): 
This article discusses how environmental regulations can spur innovation in various industries. It 
offers insights into how businesses can turn environmental compliance into a competitive 
advantage. 

Harvard Business Review - Environmental Requlations and Innovation. 
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5. 'Green Jobs: Towards Decent Work in a Sustainable, Low—Carbon World": This report examines 
how the transition to a green economy is creating new job opportunities and the need for skills 
development. It is an excellent source for understanding the societal impacts of environmental 
policies on the labor market. 

International Labor Organization — Green Jobs 
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Megatrend 6 - Nations Invest In DIverslfylng Supply Sources to Build Stronger, 
More Resilient Economies 

Governments are increasingly focusing on diversifying 
supply sources as a strategy to build a more resilient 
economy. This approach includes investments in near- 
shoring, ally-shoring, and onshoring initiatives. Near- 
shoring involves relocating production or sourcing 
materials from countries geographically closer to the 
home market. Ally-shoring refers to the practice of 
shifting supply chains to countries that are not only 
geographically closer but also politically aligned or M A  

strategic partners. Onshoring, or reshoring, is the 
process of bringing production processes back to a 
country's own shores. By diversifying supply sources 
through these methods, governments aim to reduce 
dependence on distant or potentially unstable regions, 
thereby mitigating risks like supply chain disruptions. 
This strategic diversification ensures a more stable and 
secure supply of goods, which is crucial for maintaining 
economic stability and growth in an increasingly 
interconnected and uncertain global landscape. 

Supply Cha ins  

Governments will 
invest to diversify 
sources of supply 
to create a more 
resilient economy 

The COVID—19 Pandemic taught governments that our just-in-time production and just-in-time consumption 
global economy is fragile. Hundreds of thousands of sources of supply are spread around the world. In this 
reality, the flow of goods and services was disrupted significantly by COVID—19. Frankly, most governments 
did not understand how complex the modern supply chains of their economies had become as supply 
chain is not a government expertise. Manufacturing is dependent on availability of parts or ingredients, at 
times, from only a few sources of supply in far flung corners of the world. Supply chains are only as good as 
their weakest link. Consequently, countries are investing in addressing the supply chain vulnerabilities of 
their industrial base to make them more resilient. 

Top 10 Ways Nations Build Resilient Supply Chains 
Here are the top 10 ways nations invest in diversifying supply sources to strengthen and build more resilient 
economies: 

1. Encouraging Nearshoring and Onshoring 

In Pursuit of Public Value — @2024 Government Analytica® 

https://www.ilo.org/global/topics/green-jobs/publications/WCMS_158727/lang--en/index.htm


• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

i, ‘ Government 
I i ’  Analytica' L" inf0@governmentanalytica.com 

‘ O 

— Nations incentivize companies to relocate production closer to 
home orwithin their borders, reducing dependency on distant 

53% 21".;‘2i‘e'ii‘iiiw'ce supply chains (e.g., U.S. CHIPS Act for domestic semiconductor 
0 Increase inventory p rOd UCt iOh)  - 

47 /° “cmmpmim 2. Promoting Ally—Shoring 
40% 53233353233313 Countries prioritize sourcing from politically stable and allied 
38°/ Plantoregionam nations to ensure reliability and minimize geopolitical risks (e.g., 

° “PP'V‘ha‘” Japan's partnerships for rare earth elements). 
30% Plantoreducethe 3. Investing in Critical Infrastructure number of SKUs In 

mm'i“ Governments build and upgrade infrastructure such as ports, 
Figure 13- Top55upp1y0ham resilience railways, and storage facilities to support diversified supply chains 

actions (McKinseya Finance Online 2020) and improve logistics. 
4. Providing Financial Incentives for Diversification 

Tax breaks, grants, and subsidies encourage businesses to establish operations in multiple 
regions, spreading supply chain risks. 

5. Expanding Strategic Stockpiles 
Nations create reserves of critical materials and products, such as medical supplies and energy 
resources, to buffer against future disruptions. 

6. Supporting Innovation in Manufacturing and Logistics 
Investments in advanced manufacturing technologies, like robotics and 3D printing, and supply 
chain management tools help reduce reliance on single-source suppliers. 

7. Strengthening Trade Agreements 
Bilateral and multilateral trade deals diversify sourcing options and open access to alternative 
suppliers and markets (e.g., the EU-Japan Economic Partnership Agreement). 

8. Developing Domestic Industries in Strategic Sectors 
Countries focus on building self-reliance by investing in sectors critical to national security and 
economic stability, such as energy, technology, and pharmaceuticals. 

9. Diversifying Energy Sources 
Investments in renewable energy, nuclear power, and alternative fuel sources reduce 
dependence on specific regions for energy needs. 

10. Encouraging Public—Private Partnerships 
Governments collaborate with private enterprises to identify vulnerabilities, invest in resilient 
supply chains, and ensure steady access to essential goods. 

These strategies enable nations to build more resilient economies by reducing vulnerabilities, ensuring 
reliable access to resources, and adapting to a dynamic global landscape. 

GENERAL BUSINESS RECOMMENDATION: Businesses should closely monitor the growing 
emphasis on supply chain diversification as governments adopt policies to enhance economic 
resilience. This includes reducing tariffs and trade barriers for supplies from trusted trade partners 
and allied nations, creating new opportunities for reliable sourcing. Additionally, businesses should 
remain vigilant for government incentives designed to encourage reshoring and nearshoring, such 
as tax breaks, grants, or infrastructure investments, which aim to strengthen domestic production and 
reduce dependence on global supply chains. Aligning with these initiatives can position businesses 
to benefit from emerging supply chain strategies. 
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Government Impact 
Governments around the world are actively responding to the trend of diversifying sources of supply. For 
instance, the European Union has been working on reducing its dependency on Asian manufacturing by 
encouraging near-shoring and onshoring. This includes substantial investments in Eastern Europe and 
incentives for companies to relocate their manufacturing bases within the EU. Similarly, the United States 
has introduced policies like the CHIPS 8 Science Act, which aims to revitalize the domestic semiconductor 
industry, part of the critical national supply chain. These initiatives are part of a larger strategy to safeguard 
against future disruptions by creating more localized and politically secure supply chains. Governments are 
realizing the importance of having a robust and diversified supply system that can withstand global shocks 
and are thus investing in policies and financing the infrastructure to support this shift. 

Business Recommendation: Businesses should actively seek opportunities to align with 
government initiatives in supply chain diversification. This can involve applying for grants and 
subsidies provided for reshoring or near-shoring activities. Additionally, companies should consider 
partnering with local suppliers or establishing new operations in regions that are politically stable 
and geographically closer to their primary markets. This alignment not only provides financial 
benefits but also positions businesses favorably in the eyes of government and consumers, who are 
increasingly aware of these issues. 

Economic Impact 
50% The economic consequences of 

. 63%) 58%) governments investing to diversify sources 
“amass msswmmm LEM am, of supply are multifaceted. On one hand, It 
FPOM SUPPLIERS OIUTAGES AND DEUVERIES TO INBOUND SUPPUER CUSTOMERS ALSO gnomes cusroMEns smmsmm mums» leads to increased economic resilience and 

INCREASED 

stability. For example, during the 
pandemic, countries heavily reliant on 

THE covro-ts PANDEMIC REVEALS LONG-TERM SUPPLY CHAIN Single SOU I'CeS for essential QOOdS, like 
FLAWS '" THE SUPP" CHA'" STRATEGV ”PACT _ medical supplies and electronics, faced 

@ 7 6 ?  $Z‘ifeifibéliypffa‘ffim'°"" severe challenges. Diversifying sources 
@AGREE O “mew“ “WI"S “we“ mitigate such risks. On the other hand, this 

trend can lead to short term economic 
® 6% fl gag; 53:13", strain due to the costs associated with 

DIS AGREE 34% 50% 11% shifting supply chains, such as building 
new facilities or training local workforces. 
However, in the long term, it promises more 
sustainable economic growth. Countries 

like Japan and South Korea, which have long invested in diversifying their supply sources, have shown 
more economic resilience during global disruptions compared to those with more concentrated supply 
chains. 

Figure 14- Impact of COVID-19 on supply chains (Sikich 2021) 

Business Recommendation: Businesses should conduct a thorough cost—benefit analysis before 
restructuring their supply chains. They should consider long—term benefits like reduced 
transportation costs and lower risks of disruption against the initial investment required for such 
transitions. Engaging in strategic partnerships with local governments and suppliers can also offset 
some of the initial costs and facilitate smoother transitions. Moreover, businesses can integrate new 
digital tools as part of this makeover to enhance supply chain visibility and flexibility, making it 
easier to track these changes. 

Environmental Impact 
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The environmental impact of 
diversifying supply sources is a 
mixed bag. On one hand, near- 
shoring and onshoring can 
significantly reduce the carbon 
footprint associated with long- 
distance transportation of goods. 
For instance, bringing production 
closer to consumer markets in 
Europe and North America can 
lower emissions from shipping 
goods across the globe. However, 
this trend also raises concerns 
about increased environmental 
pressures in areas where 
production is being relocated or 
intensified. If not managed 
responsibly, it could lead to 
overexploitation of local resources 
and environmental degradation. 
The challenge lies in balancing the 
need for supply chain resilience 
with sustainable environmental 
practices. 
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Reshoring and the Pandemic 
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Business Recommendation: 
Businesses should adopt 
sustainable practices as they 
diversify their supply chains. 
This includes investing in 
green technologies and 
renewable energy sources for 
manufacturing processes. 
Additionally, companies can 
collaborate with local governments and environmental organizations to ensure that their operations 
comply with environmental regulations and contribute positively to the local ecology. By 
prioritizing sustainability, businesses not only reduce their environmental impact but also enhance 
their brand image and appeal to increasingly environmentally conscious consumers. 

Figure 7 5- Reshoring and the pandemic in the US (NIST2022) 

Innovation Impact 
The push for diversifying supply sources has a significant impact on innovation. By fostering a more 
localized and diversified supply chain, governments are inadvertently creating environments ripe for 
innovation. For example, the US. government's focus on reshoring essential industries like semiconductor 
manufacturing is not just about supply chain security; it is also about stimulating technological innovation 
within the country. Similarly, the European Union's emphasis on digital and green technologies in its 
industrial strategy aims to bolster innovation in these sectors. This trend encourages businesses to invest in 
R&D and adopt new technologies to stay competitive in a changing supply chain landscape. 

39 @2024 Government Analytica® In Pursuit of Public Value 

L" info@governmentanalyticacom 



 

• 

 

• 

 

• 

 

‘, ‘ Government 
I i ’  Analytica' L" inf0@governmentanalytica.com 

‘ O 

40 

Business Recommendation: Businesses should leverage this trend by investing in R&D and 
embracing technological advancements. They can explore new materials, manufacturing 
processes, and digital tools to enhance efficiency and reduce costs. Collaborations with universities 
and research institutions can also be fruitful in developing innovative solutions. Furthermore, both 
private and public sector should stay abreast of government policies and incentives related to 
innovation and supply chain diversification to capitalize on potential opportunities. 

Societal Impact 
The societal impact of governments investing in diversified supply sources is largely positive. This trend can 
lead to job creation and economic development in regions where new production facilities are established. 
For instance, onshoring initiatives in the US. and Europe are expected to create numerous jobs in 
manufacturing and related sectors. Moreover, this trend can enhance national and global security by 
reducing reliance on potentially unstable regions for essential goods. However, there is also a potential for 
societal disruption, especially in regions that lose their status as primary manufacturing hubs, leading to job 
losses and economic shifts. 

Business Recommendation: Businesses should be proactive in engaging with local communities 
where they establish new operations. This includes creating job opportunities, offering training and 
skill development programs, and actively participating in community development initiatives. 
Furthermore, companies should also consider the societal impact of moving operations away from 
existing locations and explore ways to mitigate negative consequences, such as retraining 
programs or by finding alternative uses for their facilities in these regions. By doing so, businesses 
can moderate social impact, build goodwill, and foster a positive corporate image. 

Additional Insights 

For those seeking to dive deeper into the subject the following sources provide valuable insights: 

1. European Union's Response to Supply Chain Vulnerability. The European Union has been actively 
working to reduce its dependence on non-European manufacturing since the COVID—19 pandemic. 
This strategy includes significant investments in Eastern Europe and incentives for businesses to 
relocate their manufacturing bases within the EU. The aim is to create more secure and localized 
supply chains. 

European Union's Resilience of Global supplv chains - Challenoes and solutions 

2. The United States CHIPS Act: The CHIPS Act in the United States is a policy aimed at revitalizing the 
domestic semiconductor industry. This act is part of a broader strategy to strengthen the supply 
chain and ensure resilience against future disruptions by fostering local production. 

The United States CHIPS Act and Its Impact on Suoolv Chains 

3. Economic Resilience Through Diversified Supply Sources: Diversifying supply sources enhances 
economic resilience and stability, as seen during the COVID—19 pandemic. Countries like Japan and 
South Korea, with diversified supply sources, demonstrated greater economic resilience. However, 
this approach can initially strain economies due to the costs of changing supply chains. 

Economic Consequences of Diversifvind Suoolv Sources 

4. Environmental Implications of Supply Chain Diversification: The environmental impact of 
diversifying supply sources Includes both benefits and challenges. While onshoring and near- 
shoring can reduce transportation-related emissions, they can also intensify environmental 
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pressures in new production areas. Sustainable practices are vital to balance supply chain resilience 
with environmental responsibility. 

Global Trade Needs More Supply Diversity, Not Less 

5. Innovation Driven by Diversified Supply Chains: Governments' push for diversified supply chains 
fosters innovation, especially in sectors like semiconductor manufacturing in the US. and digital and 
green technologies in the EU. This trend encourages companies to invest in research and 
development and adopt new technologies. 

Innovation Impact of Diversified Supply Chains 

Megatrend 7 - Government Pollcles are Influenced by The Cltlzen’s Reactlon to 
The Information They Consume 

Government policy is significantly shaped by the level of 
access citizens have to information. In a society, where fitfixflfinfilkfivfl 
IndIVIduals can access a variety of data sources and fifiifiii‘fifi 
viewpoints, the resulting public discourse tends to be . . . . . . . 
more nuanced and reflective of diverse perspectives. Fflé‘fl‘fi‘fifi’fl‘ 
This environment enables citizens to make informed @fififixfi‘fififi 
decisions and hold their representatives accountable, fifi i ifi i ifi ‘  
thereby influencing the formulation and implementation 
of government policies in a way that aligns with the public policy 
populace's needs and aspirations. On the contrary, the 
prevalence of misinformation can severely distort this _ 7 Government 
process. When algorithms create echo chambers other . «, policy will be 
types of distortions are created. How we consume influenced by 
information and what we consume will influence what , , 7 , 
we ask of government. Thus, the integrity and , ,. * Citizens access to 
effectiveness of government policymaking are deeply ’ , , information 
intertwined with the quality and cross section of 
information accessible to the public. 

Governments are highly influenced by what their citizens read or listen to and how that narrative shapes 
their opinions and outlook. With the proliferation of online platforms, both information and misinformation 
can spread. Governments will be vulnerable to what the nation reads, sees, and hears where they must 
respond in ways that demonstrates they are good stewards of the national trust. 

Top 10 Trends Shaping Government Influence of Citizens Information Consumption 
Here are the top 10 trends shaping how governments are influenced by the way citizens consume and are 
influenced by information: 

1. Growth of Social Media as a Primary News Source 
Social media platforms are now the primary way many citizens consume information, prompting 
governments to monitor trends and address real-time public sentiment. 
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2. Increasing Role of Algorithms in Shaping Public Opinion 
Algorithms curate content for individuals, influencing what information they see and how they 
perceive issues, often creating echo chambers that shape public discourse and policymaking. 

3. Rise of Misinformation and Disinformation 
The spread of false or manipulated information impacts public understanding and can skew 
policy priorities based on misinformed demands. 

4. Proliferation of Independent and Citizen Journalism 
The rise of non-traditional media sources and citizen journalism provides diverse viewpoints, 
making governments more attuned to grassroots issues and alternate narratives. 

5. Greater Public Demand for Transparency and Accountability 
Citizens increasingly expect governments to provide clear, verifiable information, influencing 
policy decisions and communication strategies. 

6. Real—Time Feedback Through Digital Platforms 
Digital tools, such as social media polls and government feedback platforms, provide 
governments with real-time insights into public opinion and areas of concern. 

7. Increasing Influence of Visual Media and Infographics 
Short videos, infographics, and visually engaging content dominate how citizens consume 
information, requiring governments to adapt their communication styles. 

8. Growing Importance of Fact—Checking and Media Literacy 
Public and private initiatives to improve fact-checking and media literacy are shaping the 
electorate’s opinions, influencing how governments present policies. 

9. Polarization of Public Discourse 
Media consumption sources and patterns contribute to polarized viewpoints, requiring 
governments to navigate competing narratives when crafting policies. 

10. Influence of Data Analytics on Policy Communication 
Governments use advanced polling, sentiment assessment and analytics to understand citizen 
behavior and preferences, tailoring their messaging and policies to align with public needs and 
expectations. Though traditional outreach methods seem deficient in proper sampling. 

GEN ERAL BUSI N ESS RECOMM EN DATION: Stakeholders can gain significant advantages by 
understanding the evolving relationship between governments and their citizens, particularly how 
information consumption shapes public sentiment and policy decisions. When there is a 
constructive and transparent dialogue between government institutions and the public, it fosters a 
more stable and predictable environment, reducing business risks. By monitoring these dynamics, 
businesses can anticipate policy shifts, align strategies with societal expectations, and strengthen 
their positioning in a rapidly changing landscape. Proactively engaging with governments and 
supporting initiatives that promote informed public discourse further enhances stability and long- 
term opportunities. 

Government Impact 
The trend of citizens' access to information significantly influences government policies worldwide. In forms 
of governance where information access is broad, governments often find themselves more accountable to 
an informed electorate. For instance, in countries like Sweden and Canada, the wide availability of 
information has led to policies that are more reflective of public opinion and needs. These countries are 
susceptible to misinformation. On the flip side, in nations with forms of governance where information is 
more controlled, public opinion is less of an influence, though public perception still matters. 

Business Recommendation: Businesses should closely monitor the information landscape in the 
regions they operate. In some regions engaging in transparent communication with the public can 
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build trust and positively influence government policies. In other regions, businesses might need to 
navigate complex political landscapes and adapt their strategies respectful of governmental 
regulations. Political and cultural literacy remains the cornerstone of good communications. 
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A Minute on the Internet in 2021 
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Figure 16- One minute on the internet (Statista 202 7) 
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Economic Impact 
The level of citizens' access to information has 
direct and indirect economic consequences. In 
countries with robust information access, 
economies often benefit from increased 
innovation, as a well-informed populace is more 
likely to engage in entrepreneurial activities and 
make informed decisions in the market. For 
example, in economies like the United States and 
the United Kingdom, the free flow of information 
has been a catalyst for the growth of tech 
industries and startups. However, in other 
countries economic development can be 
hampered due to a lack of exposure to global 
trends and innovation. Moreover, misinformation 
can lead to poor investment decisions and market 
instability, as seen in cases of stock market 
manipulation through false reports. Thus, the 
economic health of a nation is intricately linked to 
how well its citizens are informed. 

Business Recommendation: Companies 
should invest in robust information verification 
systems to ensure they make decisions based 
on accurate data. 

Additionally, businesses in well-informed societies should capitalize on the opportunity to innovate and 
expand by leveraging the diverse perspectives and ideas present in such environments. 

Environmental Impact 
In societies where access to environmental data and research is readily available, there is often a greater 
awareness and understanding of environmental issues, leading to public pressure on governments and 
corporations to adopt sustainable practices. For instance, in countries like Germany and Denmark, high 
levels of information access have contributed to strong environmental movements and progressive policies 
on renewable energy and conservation. 

Business Recommendation: Businesses should embrace transparency in their environmental practices 
and actively engage in disseminating accurate environmental information. This can build public trust 
and pave the way for sustainable business practices that align with both public expectations and 
environmental needs. 

Innovation Impact 
Access to information plays a critical role in driving innovation within a country. In societies where 
information is accessible, there is typically a higher rate of innovation due to the unrestricted exchange of 
ideas and knowledge. For instance, Silicon Valley in the United States epitomizes how free information flow 
can foster an environment ripe for technological breakthroughs and entrepreneurship. 
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Where Trust in the News 
Is Highest & Lowest 
Share of respondents in selected countries who agree 
that "you can trust news most of the time" (2022) 
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Figure 17- Trust in news media amongst countries (Statista 2023) 
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Business Recommendation: Companies 
should foster environments that encourage 
the free exchange of ideas and provide 
access to diverse information sources 
within corporate norms they establish. 
Investing in knowledgesharing platforms 
and collaborative research initiatives can 
drive innovation and keep businesses 
competitive in a global market. 
Multinational companies should implement 
controls to the sharing of information and 
apply export control regulations. 

Societal Impact 
The societal impact of citizens' access to 
information is profound and multifaceted. In 
societies with high levels of information 
accessibility, there is often greater civic 
engagement, as people can participate more 
effectively in societal discourse. This is 
evident in countries like Finland and the 
Netherlands, where high press and internet 
access correlate with strong civic 
participation. The disparity in information 
access can also exacerbate social 
inequalities, as marginalized groups may 
have less access to information, further 
entrenching existing disparities. 

Business Recommendation: Companies 
should increase their cultural and 
political literacy to find meaningful ways 
to engage in and support initiatives that 
promote information literacy and access. 

For those seeking to dive deeper into the subject the following sources provide valuable insights: 

1. Information Access and Government Accountability This article discusses how access to 
information in democratic societies like Sweden and Canada leads to governments that are 
accountable and responsive to public opinion. 

United Nations on Information Access 

2. Economic Growth and Information Access This study explores the correlation between information 
access and economic development. 
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Information Access and Economic Development 

3. Environmental Policies Influenced by Information Accessibility This research paper examines the 
impact of Information accessibility on environmental policies. It cites examples of Germany and 
Denmark, where high information access leads to progressive environmental policies, in contrast to 
countries with limited information where environmental Issues are often neglected. 

Information and Environmental Policy: Germany Er Denmark 

4. Innovation in the Age of Information Freedom An analysis of how free information flow contributes 
to innovation, using Silicon Valley as a prime example. The article contrasts this with regions where 
stringent information controls stifle innovation, emphasizing the importance of information 
accessibility for technological and creative advancement. 

Information Accessibility and Its Impact on Innovation 

5. Societal Cohesion and Information Access Societies with high information accessibility, like 
Finland and the Netherlands, exhibit greater civic engagement and social cohesion. It contrasts this 
with societies where information is restricted, leading to social divides and decreased civic 
engagement. 

The Societal Impact of Information Accessibility 

Megatrend 8 - Domestic and International Industrial Policies Remain Influenced 
by Political Systems 

GOV'BHIIIIGII 
Analytics" Domestic and international industrial policy are deeply 

intertwined with political ideologies, reflecting a complex 
interplay between economic goals and political values. 
Domestically, governments often shape industrial 
policies to align with their ideological stances, whether it 
leans towards market liberalism, protectionism, or state 
interventionism. These policies can encompass a wide 
range of activities, from subsidies and tariffs to 
regulations and public investments, each reflecting a 
distinct political and economic philosophy. 
Internationally, the situation becomes even more 

' r .  

intricate. Countries with differing ideologies often find Domestlc and 
themselves in a tug-of—war over global trade norms, International policy ls 
intellectual property rights, and environmental polarized by COUNTY'S 
standards. This dynamic is further complicated by political ideologies 
multinational corporations and international institutions, and systems 
which can both influence and be influenced by these 
competing ideologies. The resultant policies not only 
shape the economic landscape but also have significant 
social and environmental impacts, underscoring the 
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profound influence of political ideology on both 
domestic and international industrial landscapes. 

Within the bounds of international law, the United Nations Charter comes closest to a commonly accepted 
global framework. Below the UN Charter, sits a mix of political ideologies and systems that are the heritage 
of unique historical experiences of each nation. Governments’ domestic actions and international 
ambitions all pass through this historical, ideological, and political lens. When these ideologies clash 
among nations, the consequence is often gridlock and tension. This does not simply impact the 
international relations of the countries, it also impacts economic ties, market access, and even travel and 
migration. 

Top 10 ways Domestic & International Industrial Policy Are Shaped by Political Systems 
Here are the top 10 ways domestic and international industrial policy are shaped by political ideologies, 
reflecting the diverse goals and values of governments and societies: 

1. Balancing Market—Driven Approaches with Government Involvement 
Industrial policies reflect varying preferences for free-market solutions versus strategic 
government intervention, influencing subsidies, regulations, state-owned enterprises and public 
investments. 

2. Shaping Trade Policies Through Different Economic Philosophies 
Policies range from supporting open trade to implementing strategic use of such measures like 
tariffs to protect domestic industries or achieve foreign policy goals, depending on the 
govern ment’s priorities. 

3. Prioritizing Strategic Sectors Based on National Goals 
Governments focus on industries like technology, energy, or infrastructure to meet national 
priorities, which are often informed by their unique historical and economic contexts. 

4. Integrating Environmental Considerations into Industrial Strategies 
Some industrial policies emphasize sustainability and renewable energy, while others weigh 
environmental goals along with broader economic objectives. 

5. Engagement in Global Governance Frameworks 
Nations work together in international forums to address trade norms, intellectual property, and 
environmental standards, reflecting a variety of perspectives and approaches. They seek a 
balance between national sovereignty and collective action in the outcomes they seek. 

6. Balancing National Autonomy and Global Partnerships 
Policymakers seek to strengthen domestic industries while maintaining cooperative 
relationships with international partners, adapting to a dynamic global economy. 

7. Using Industrial Policy to Strengthen International Influence 
Countries align industrial strategies with broader goals to build partnerships and enhance their 
global standing in areas like trade, technology, and sustainability. 

8. Engaging Multinational Corporations 
Policies toward multinational companies reflect efforts to encourage investment, innovation, and 
compliance with local priorities such as domestic manufacturing and fair labor practices. 

9. Reflecting Historical and Cultural Influences 
Industrial policies are shaped by each nation’s historical experiences and cultural values, 
leading to diverse approaches that reflect their unique outlook. 

10. Reconciling Diverse Perspectives in Global Forums 
International institutions provide platforms for nations to collaborate on shared challenges, such 
as sustainable development and equitable trade, while navigating differing priorities. However, 
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This approach highlights how industrial policies are shaped by a balance of domestic priorities, 
international collaboration, and historical context, emphasizing the diversity of strategies used to meet 
economic and societal goals. 

G EN ERAL BUSI N ESS RECO M M EN DATION: Stakeholders should consider the unique opportunities 
and risks that stem from ideological differences between their home country and the country they 
plan to invest in. While remaining faithful to their business vision and mission, integrating these 
realities in their strategy can greatly benefit the health and success of their business. 

Government Impact 
The influence of political ideologies on domestic and international industrial policy significantly affects 
government actions worldwide. In countries with market liberal ideologies, such as the United States, 
government policies often favor deregulation and private sector-led growth. For instance, the US. 
government's approach to the technology sector, largely hands-off, has fostered a highly competitive and 
innovative industry. In contrast, countries with protectionist or state interventionist ideologies implement 
policies emphasizing state-led strategy for domestic industry. This approach is evident in China's "Made in 
China 2025" initiative, which aims to make China dominant in global high-tech industries through 
significant state support and intervention. Today, the U.S. with the CHIPS 8 Science Act is also offering 
state support and intervention for its prized industries. The clashing of ideologies at times leads to trade 
barriers and economic tensions, which can have a ripple effect on global markets. 

Business Recommendation: 
Businesses should carefully analyze 
the industrial policies of a country 
before entering its market. For 
instance, companies entering a market 
with a state interventionist policy may 
need to navigate more regulations and 
form joint ventures with local entities. 
To mitigate the risks of political and 
ideological fluctuations, businesses 
should diversify their market presence. 
This strategy reduces dependency on 
any single market that might be 
affected by sudden policy changes due 
to ideological shifts. 

Economic Impact 
The impact of political ideologies on 
industrial policy significantly influences 
economic outcomes. In liberal economies, 
where free market principles are 
predominant, there's often a surge in 
entrepreneurship and foreign investment, 
as seen in the Silicon Valley boom in the 
United States. Conversely, in economies 

Bring It Home 
Mentions of onshoring buzzwords in earnings calls 
and presentations of US. public companies 

200 l Onshoring I Reshoring I Nearshoring 

Onshoring, or reshoring, is the process 
of returning a business operation (often 
manufacturing) that was moved overseas 

15° _ back to the company's home country. 
I 

100 7 

w * | I I I I  . 1 
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 
'20 ’21 '22 

Source: Bloomberg 

Figufé 1ST Mehtion of "Reshoring" in corporate earnings calls-(Statista 2722). 
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with a strong state interventionist approach, like in some Scandinavian countries, the focus on social 
welfare and equitable distribution of resources can lead to high levels of social security but may also result 
in higher taxes and business costs. On the international front, when countries with different ideologies 
interact, it can lead to trade disputes, impacting global economic stability. For example, the U.S.—China trade 
disputes, rooted in ideological differences over trade and economic policies, disrupted global supply 
chains and affected international trade volumes. 

Business Recommendation: Businesses should conduct thorough risk assessments when dealing 
with international markets, especially those prone to ideological conflicts. This includes 
understanding potential trade barriers and economic sanctions that could impact operations. 
Companies should develop flexible supply chain strategies to quickly adapt to changes in 
international trade policies influenced by political ideologies. This could involve diversifying 
suppliers or considering local production options. 

Environmental Impact 
Political ideologies significantly influence 
environmental policies and their Global energy "ansmon investment by 59‘5“" 
implementation. Countries with a strong $ biliun 
emphasis on environmental protection, 1,200 
like many in the European Union, often lSusir-Iinable materials 
implement stringent environmental 1,000 .............................................................. IE] .fi ”1m 
regulations, Impacting Industries by 
necessitating cleaner technologies and am ......... IEIecIrif-ad transport 
sustainable practices. In contrast, 
countries prioritizing economic growth 600 ...... 'H’dmge" 
over environmental concerns may have I Iccs 
lax environmental policies, potentially 400 ..................................... I I 
leading to higher pollution levels and I I I 'E'm-WW 
environmental degradation. This 200 — .  . . . 2 Nuclear 
divergence in ideologies can cause 
international tension, especially in global o 'Renmlemmv 
environmental agreements like the Paris ‘ '° "’ "' °° ‘3’ 3 I 3 ‘2 I! .“3 2 E: 39 9.’ ° " “' 
Agreement, where commitments and § § § § § § 8 8 8 a 8 8 8 8 8 8 g E g 
expectations vary widely among Figure 19- Global energy investments 20 14-2022 by sector (BloomberNEF)' 
countries. 

Business Recommendation: Regardless of the local regulatory environment, adopting cost— 
effective sustainable and environmentally friendly practices can be beneficial. This not only 
prepares businesses for potential future regulations but also appeals to a growing segment of 
environmentally conscious consumers. Businesses can engage in advocacy for stronger 
environmental policies, especially in regions with lax standards. This can help create a level playing 
field and encourage industry—wide adoption of sustainable practices. 

Innovation Impact 
Political ideologies play a crucial role in shaping a country's approach to innovation. In countries with a free- 
market ideology, like the United States, there is often significant private sector investment in innovation, 
leading to rapid technological advancements and a competitive global standing in sectors like IT and 
biotechnology. However, in countries with a more protectionist or state-driven ideology, innovation can be 
focused on strategic sectors identified by the government, such as China's focus on artificial intelligence 
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and renewable energy. This can lead to significant advancements in these targeted areas but may also limit 
the scope of innovation to government-prioritized sectors. The diversity in ideological approaches to 
innovation often results in a varied global innovation landscape, with different countries leading in different 
technological fields. 

Business Recommendation: Businesses should be cognizant of the prevailing industrial policies of 
the countries they operate in. This can involve leveraging government research grants or forming 
private sector partnerships. To stay competitive, businesses should invest in R&D, adapting to the 
innovation landscape of each market. This might involve collaborating with local universities and 
research institutions, especially in countries where the government heavily supports academic 
research. 

Societal Impact 
The societal impact of political ideologies on industrial policy is profound. In countries where market 
liberalism prevails, there tends to be a greater emphasis on individual entrepreneurship and competition, 
potentially leading to significant wealth generation but also to increased income inequality. For example, 
the United States, known for its capitalist approach, has some of the world's richest entrepreneurs but also 
faces significant income and wealth disparities. In contrast, countries with a more socialist or interventionist 
approach, like some Scandinavian countries, focus on social welfare and equitable distribution of 
resources, often resulting in lower income inequality but potentially less economic dynamism. These 
ideological differences affect not just the economic opportunities available to citizens but also the social 
fabric of nations, influencing everything from social mobility to public health and education systems. 

Business Recommendation: Businesses should engage in Corporate Social Responsibility 
initiatives that align with the societal needs of the countries they operate in. This could mean 
focusing on education and skill development or supporting environmental and social programs. 
Adopting inclusive business models that cater to a broader segment of society can be beneficial. 
This includes creating affordable products and services and ensuring diverse and equitable 
employment practices, thus contributing positively to societal fabric. 

Additional Insights 

For those seeking to dive deeper into the subject the following sources provide valuable insights: 

1. 'Market Liberalism and Deregulation in the United States': This citation discusses the impact of 
market liberal ideologies on US. government policies, focusing on how they favor deregulation and 
private sector-led growth. It highlights the US. government's hands-off approach to the technology 
sector, contributing to a competitive and innovative industry. 

Market Liberalism and Deregulation in the United States 

2. 'Made in China 2025": This source explores China's "Made in China 2025" initiative. It underscores 
China's aim to dominate global hig h-tech industries with substantial state support and intervention. 

Made in China 2025 Chinese Industrial Policy 

3. 'Entrepreneurship and Foreign Investment in Liberal Economies't This citation examines the 
surge in entrepreneurship and foreign investment in liberal economies, using the Silicon Valley 
boom in the United States as a case study. It illustrates the economic outcomes of free market 
principles in stimulating innovation and attracting global investments. 

Silicon Valley Revisited 
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4. 'Environmental Regulation in the European Union': This source analwes how countries with a 
strong emphasis on environmental protection, like those in the European Union, implement 
stringent environmental regulations. It discusses the impact of these regulations on industries, 
necessitating the adoption of cleaner technologies and sustainable practices. 

Environmental Regulation in the European Union 

5. 'Innovation and Political Ideology: A Global Perspective": This citation delves into how political 
ideologies shape a country's approach to innovation. It contrasts the private sector-led innovation in 
free-market countries like the US. with the state-driven innovation focus in countries like China, 
highlighting the varied global innovation landscape. 

The Comparative Political Economv of Growth Models 

Megatrend 9 - Changes In Generational Expectations Will Reshape The Political 
Landscape 

The evolving expectations of public values across 
generations are poised to significantly reshape the 
domestic political landscape. As younger generations, 
informed by global connectivity and increased 
awareness of social and environmental issues, ascend 
into more active civic roles, their priorities and 
perspectives are markedly different from those of their 
predecessors. This shift is leading to a re-evaluation of 
policies and political ideologies, particularly regarding 
climate change, social justice, and economic equity. The 
emerging generational divide is not just a matter of 
differing opinions, but a fundamental change in the way 
value is perceived in relation to governance and societal 
well-being. This generational shift is likely to manifest in 
more progressive policies, a reimagining of the social 
contract, and potentially, transformative changes in 
political structures and processes. As these new values 
become increasingly influential, they challenge 
traditional political paradigms, prompting a 
reconfiguration of political alliances and policy priorities 
that could redefine the political landscape for years to 
come. 

Demograph ics  

Change in 
generational 
expectations will 
reshape domestic 
political landscape 

We have become adept at profiling generational differences. While the West went through its baby boom 
right after World War II, South America, Asia, and Africa had their baby boom in the past 20-30 years. In the 
West the baby boomers will pass the mantel of politics and policy to Gen X, Millennials, and ultimately Gen 
Z’s. Similarly, each generation in other countries have unique aspirations and expectations that will shape 
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what they expect from their government. Young constituents of today are policymakers of tomorrow and 
will bring their worldview to shape national and industrial policy. 

Top 10 Ways Generational Expectations Will Influence Policy 
Here are the top 10 ways changes in generational public value expectations will reshape the political 
landscape. We contrast the younger generations expectations and aspirations: 

1. Increased Focus on Climate Action 
Younger generations prioritize sustainability and demand stronger policies to address climate 
change, influencing governments to adopt environmental regulations and green energy 
initiatives. 

2. Shift Toward Social Equity Policies 
Generations with heightened awareness of social justice issues push for policies that promote 
inclusivity, diversity, and equity, reshaping legal frameworks and public institutions. 

3. Redefinition of Economic Priorities 
Younger generation’s aspirations for addressing economic fairness drive expectations of policies 
aimed at areas like greater job opportunity, access to education, and affordable housing. 

4. Emphasis on Technological Governance 
Tech-sawy younger generations expect policies that regulate emerging technologies, ensuring 
data privacy, ethical AI use, and equitable access to digital tools. 

5. Expansion of Global Collaboration 
Globally connected generations expect international cooperation on issues like climate change 
and public health influencing foreign and domestic policy alignment. 

6. Demand for Greater Political Transparency 
Younger citizens value accountability and expect increasing public trust in political institutions. 

7. Reimagining the Social Contract 
Generational expectations for government responsibility in providing social safety nets lead to 
reforms in areas like universal basic income, public healthcare, and retirement systems. 

8. Reshaping Voting Patterns and Political Alliances 
As younger generations become a dominant voting bloc, traditional political alignments may 
shift, encouraging the rise of new coalitions and ideologies that better reflect their values. 

9. Increased Advocacy for Civil Liberties 
Younger demographics prioritize individual freedoms, advocating for policies that protect for 
instance privacy and gender equality. 

10. Transformation of Political Participation 
Digital natives bring new methods of political engagement, leveraging social media, podcasts, 
and online platforms to influence policy, organize movements, and inform and be informed. 

These trends highlight how generational value shifts drive political evolution, prompting transformative 
changes in governance, policy priorities, and societal structures. 

GEN ERAL BUSI N ESS RECOMM EN DATION: Businesses should anticipate and adapt to the shifting 
priorities of younger generations as they ascend into roles of greater political and economic 
influence. These generations, shaped by global connectivity and heightened awareness of social 
and environmental issues, are driving changes in policies around climate action, social equity, and 
economic fairness. Companies that align their strategies with these evolving values—such as 
prioritizing sustainability, diversity, and ethical governance—will position themselves to thrive in this 
transformative landscape. By understanding generational aspirations across different regions, 
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businesses can foster meaningful engagement and remain agile in responding to changes in both 
national and global policy environments. 

Government Impact 
The shift in generational public value 
expectations is prompting varied 
responses from governments 

POLITICAL VARIABLES BY GENERATION 
The Polltlcal Power category is made up of these variables 

11% 32% 26% 24% 8% 
VOTER worldwide. In countries with younger 

populations, like many in Africa and 
Asia, governments are gradually 
aligning policies with the aspirations 
of these emerging generations. For 
instance, in several African nations, 
there's an increasing focus on digital 
infrastructure and education reform, 
addressing the younger generation's 
demand for technological 
advancement and improved career 
opportunities. In contrast, in Western 2% 39% 45% 14% 
countries where Baby Boomers and :33i 
Gen X have been predominant, the 
transition to policies favored by 
Millennials and Gen Z is more gradual. 
These younger generations prioritize issues like climate change, social justice, and economic equity, 
leading to a slow but evident shift in policy-making. Governments are thus faced with the challenge of 
balancing traditional political paradigms with these evolving expectations, which can sometimes lead to 
political unrest or a significant change in political leadership, as seen in recent elections around the globe. 

DISTRIBUTION é »  MILLENNIALS 

POLITICAL 
SPENDING 

FEDERAL 
POSITIONS 

STATE 
P 0  SITIO N S 

Figure 20 Generations and politics ( Generational Power Index Report) 

Business Recommendation: Businesses must stay informed about emerging generational trends 
and adjust their strategies accordingly. First, they should be in synch with the values and priorities 
of the younger generation, their future customer, such as sustainability and technological 
innovation. Secondly, businesses should engage in proactive dialogue with policymakers and the 
community. By understanding and contributing to policy discussions, businesses can influence and 
adapt to changes in the political landscape, ensuring their long—term resilience and relevance. 

Economic Impact 
The change in generational public value expectations is significantly influencing economic dynamics. As 
younger generations ascend into economic decision-making roles, their priorities are shaping investment 
patterns and consumer behaviors. For example, there is an increased demand for sustainable and ethically 
produced goods, evidenced by the rise of green industries and socially responsible investment funds. This 
shift is not only a trend in Western economies but also in emerging markets, where younger populations are 
advocating for economic policies that promote equitable growth and environmental sustainability. 
However, this transition also poses challenges. Traditional industries that do not align with these new 
values may face economic downturns, as seen in the declining fortunes of fossil fuel-based energy 
companies. On the other hand, sectors like renewable energy, technology, and social entrepreneurship are 
experiencing a surge in investments and growth, driven by this generational shift. 

Business Recommendation: To leverage these generational economic shifts, businesses should be 
in synch wi th priority areas. This involves not just environmentally friendly practices but also ethical 
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The Generational Divide 
on 'Quiet Quitting’ 
Share of US. adults agreeing with the 

should innovate in products and services that following statements. by age grOUp 
align with emerging economic trends 
increasingly influenced by younger 
generational values. 

I 18-29 I 30-44 I 45-64 I 65+ 

82% 

Environmental Impact 
The generational shift in public value expectations is 
having a profound impact on environmental policies 
and practices. Younger generations, more aware and 
concerned about environmental issues, are 
advocating for stronger measures against climate 
change and environmental degradation. This is 
evident in the increasing support for green policies, 
such as the European Union's Green Deal, which 
aims to make Europe the first climate-neutral 
continent. These policies are not only shaping government action but are also influencing corporate 
behavior, with more companies adopting ESG (Environmental-Sustainability—Governance) practices to align 
with these new expectations. However, this shift also brings challenges, such as the need for significant 
investments in green infrastructure and the potential economic impact on industries reliant on traditional 
energy sources. 

Employees should do the work 
theyre paid for — no more, no less 

Employees should always go 
above and beyond at work 

990 U.S. adults surveyed in August 2022; strongly and somewhat agreeing 
Source: YouGov 

@ CD (9 statista E 
Figure 21- Generational attitudes about work (Statista 2022). 

Business Recommendation: Businesses should prioritize cost—effective sustainability in their 
operations and business models. This can be achieved through investing in renewable energy, 
adopting sustainable supply chains, and innovating eco—friendly products and services. Such 
practices not only reduce environmental impact but also meet the expectations of a growing 
segment of environmentally conscious consumers. Additionally, businesses should engage in 
policy advocacy and collaboration with governments and NGOs. By being part of the conversation 
on environmental policies, businesses can influence and adapt to new regulations, positioning 
themselves as leaders in the transition to a more sustainable economy. 

Innovation Impact 
The generational change in public value expectations is a catalyst for innovation. Younger generations, 
often more technologically adept and open to new ideas, are driving demand for innovative solutions to 
societal challenges. This is visible in the growing emphasis on tech startups and social enterprises that 
address issues like climate change, healthcare, and social inequality. In countries with younger populations, 
there is a surge in digital innovation, as seen in Africa's burgeoning tech scene. However, this demand for 
innovation also challenges traditional businesses and industries, which must adapt to stay relevant. The 
pace of technological advancement and the shift in consumer preferences towards innovative products 
and services are forcing companies to rethink their innovation strategies. 

Business Recommendation: To capitalize on this trend, businesses should invest in technology and 
innovation that align with the priorities of younger generations. This includes digital transformation, the 
development of sustainable technologies, and the creation of products and services that address social 
and environmental issues. Furthermore, businesses should foster a culture of innovation within their 
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organizations. Encouraging creativity, adopting agile methodologies, and collaborating with startups 
and academic institutions can help businesses stay ahead in a rapidly evolving innovation landscape. 

Societal Impact 
The evolving generational public value expectations are significantly impacting societal dynamics. Younger 
generations, globally connected and socially conscious, are advocating for more inclusive and equitable 
societies. This is manifesting in increased support for policies that promote social justice, gender equality, 
and diversity. In many societies, this has led to a re—examination of traditional norms and practices, 
sometimes resulting in social movements and changes in societal attitudes. However, this generational shift 
also brings challenges, such as the potential for social unrest and the polarization of views between 
different age groups. The differing priorities and perspectives between generations can lead to tension, 
necessitating dialogue and compromise to maintain social cohesion. 

Business Recommendation: Businesses should adopt inclusive and equitable practices to align 
with generational shifts. By understanding the societal impact of their operations and listening to 
diverse voices within the community, businesses can contribute positively to social cohesion and 
build a strong, loyal customer base. 

Additional Insights 

For those seeking to dive deeper into the subject the following sources provide valuable insights: 

1. Impact of Generational Shifts on Policy Making 
This study explores how changing generational priorities influence government policies. It 
particularly focuses on the transition from Baby Boomer and Gen X priorities to those of Millennials 
and Gen 2, such as climate change and social justice, and how governments are responding to 
these shifts. 

The Generational Shift in Policv Makinq 

2. Role of Businesses in Adapting to Political and Social Changes 
This article discusses the strategies businesses should adopt to remain relevant in a rapidly 
changing political and social landscape. It emphasizes the importance of aligning with younger 
generations' values, like sustainability and technological innovation, and engaging in proactive 
policy dialogue. 

Adabtinq Business Strateqies in Chanqinq Times 

3. Economic Impact of Generational Shift in Public Values 
This research paper examines how the changing priorities of younger generations are influencing 
global economic dynamics. It highlights the rise of sustainable and ethical consumption, the decline 
of traditional industries, and the growth of sectors like renewable energy and technology. 

How do different generations in the US spend their income? I World Economic Forum 
lweforum.org) 

4. Environmental Policies Influenced by Younger Generations 
This report details the impact of younger generations on environmental policies and corporate 
practices. It covers initiatives like the European Union’s Green Deal and the increasing corporate 
shift towards sustainability in response to the demands of environmentally conscious consumers. 

Younq Generations and Environmental Policv 
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5. Innovation Driven by Generational Change 
This article explores how the demands and characteristics of younger generations are catalyzing 
innovation in various sectors. It discusses the rise of tech startups and social enterprises addressing 
issues like climate change and social inequality, and the challenge this poses to traditional 
businesses. 

Makinq the European Green Deal Work for People: The Role of Human Development in the 
Green Transition (worldbank.ord) 

Megatrend 1O - National Demographic Differences, Labor Shortages and Rising 
Costs Accelerate Innovation, Invention, and Adoption of New Technologies. 

55 

Economic growth, and its fluctuations, play a pivotal role 7—. 5mm?“ 
in shaping technology adoption, retraining of existing 
labor pools, and immigration policies for educated talent 
worldwide. As economies expand, the demand for skilled 
labor often outpaces supply, leading to labor shortages 
in key industries. This scenario typically results in 
increased labor costs, as businesses compete for a 
limited pool of qualified workers. In response, companies 
are increasingly turning to new technologies, particularly 
automation and artificial intelligence, to maintain 
productivity and manage rising expenses. These 

Immig ra t i on  

technologies offer the dual benefit of reducing Economic growth 
dependency on scarce human labor and enhancing or lack thereof WI“ 
efficiency. Retraining of existing workers is a drive immigration 
consequence of adoption of such technologies. policy 
Simultaneously, governments are reevaluating their labor 
admission policies, often liberalizing them to attract 
foreign talent. This approach helps in filling skill gaps 
and sustaining economic momentum. 

These policy shifts, influenced by the state of the economy, not only impact the global movement of people 
but also reflect the changing economic needs and social attitudes of a countrytowards immigration. As 
such, the interplay between economic health and immigration policy is a tense and polarizing aspect of 
both domestic and international policy-making. 

Top 10 Trends driven by Demographics, Labor Shortages and Rising Costs 
Here are the top 10 ways national demographic differences, labor shortages, and rising costs accelerate 
innovation, invention, and adoption of new technologies: 

1. Accelerated Adoption of Automation and AI 
Companies increasingly invest in automation and artificial intelligence to offset rising labor costs 
and mitigate the impact of worker shortages. 

2. Expansion of Remote and Digital Work Solutions 
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Technologies enabling remote work and digital collaboration become critical as businesses 
adapt to labor shortages and shifting workforce demographics. 

3. Growth in Reskilling and Upskilling Initiatives 
Organizations and governments prioritize training programs to equip the existing workforce with 
the skills needed to work alongside advanced technologies. 

4. Increased Investment in Robotics and IoT 
Labor-intensive industries adopt robotics and Internet of Things (loT) technologies to boost 
productivity and reduce reliance on human labor. 

5. Development of Smart Manufacturing Systems 
Innovations such as additive manufacturing (3D printing) and smart factories gain traction to 
reduce labor intensity and optimize production processes. 

6. Liberalization of Immigration Policies for Skilled Talent 
Governments adjust immigration policies to attract educated professionals, addressing skill gaps 
and supporting technology-driven industries. 

7. Creation of Incentives for Tech Startups 
Policymakers introduce tax breaks, grants, and funding opportunities for startups focused on 
technological innovation to counteract demographic and labor challenges. 

8. Adoption of AI—Driven Decision—Making Tools 
Businesses implement AI tools for recruitment, resource allocation, and operational planning to 
optimize productivity amid rising labor costs. 

9. Expansion of Global Talent Pools 
Companies and governments collaborate to source talent globally, leveraging technology to 
integrate diverse expertise into local markets. 

10. Focus on Inclusive Workforce Development 
Policies and technologies emphasize including underutilized demographics in the workforce, 
such as older workers and underserved populations, to meet labor demands. 

These trends demonstrate how demographic challenges and labor dynamics drive technological 
advancements, reshaping industries and workforce policies worldwide. 

G EN ERAL B USI N ESS RECOM M EN DATION: To address labor shortages and rising costs linked to 
economic growth, businesses should accelerate the adoption of advanced technologies like 
automation, AI, and robotics, not only to boost productivity but also to futureproof operations against 
workforce challenges. Equally important is investing in comprehensive workforce retraining programs to 
equip employees with the skills needed to thrive alongside emerging technologies, fostering both 
retention and innovation. For their part, governments and policymakers should play a proactive role by 
funding largescale reskilling initiatives, particularly for industries most impacted by technological 
change. Additionally, revising and liberalizing labor admission policies to attract skilled foreign talent 
can provide immediate relief to labor shortages, ensuring industries remain competitive and economic 
growth is sustained. This dual approach—harnessing technology while investing in human capital— 
positions both businesses and economies to adapt effectively to evolving workforce dynamics. 

56 

Government Impact 
The trend of adopting new technologies and revising admission policies in response to labor shortages and 
cost increases due to economic growth has significant implications for governments worldwide. On one 
hand, governments in countries experiencing rapid economic growth, such as India, have shown a 
tendency to liberalize their immigration policies to attract skilled foreign workers. For example, India has 
made strides in reforming its visa policies to attract highly skilled professionals in sectors like IT and 
healthcare, which are critical to its economic growth. On the other hand, there's a contrasting approach in 
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countries like Japan, where the government is investing heavily in automation and robotics to mitigate its 
chronic labor shortage, attributable to an aging population and low birth rates. This dual approach 
illustrates the varied governmental responses to the same economic challenge, balancing the need for 
foreign talent with the potential of new technologies. 

Business Recommendation: Businesses should actively engage in policy advocacy, encouraging 
governments to create favorable immigration policies for skilled labor, which can alleviate immediate 
labor shortages. Companies must also invest in partnerships with educational institutions and 
governmental bodies to support and shape retraining programs, ensuring that the existing workforce 
can adapt to new technologies and evolving job requirements. 

Economic Impact 
The economic impact 0f labor shortages NUMBER OF SOFTWARE PLATFORMS USED 
and the subsequent adeption of new 3v MANUFACTURERS BY COMPANY SIZE 
technologies is multifaceted. In 
economies like the United States, where 
labor shortages in sectors such as 
technology and healthcare are acute, 
there's a significant push towards 
automation and Al. This shift not only 
helps in mitigating immediate labor 
challenges but also drives economic 
efficiency and productivity in the long 
run- However! this transition can have Short' Figure 22- Technologyadoption across manufacturers (Canadian 
term economic costs, such as the expenses Manufacturers & Exporters Association 2023). 
associated with implementing new 
technologies and retraining workers. For 
instance, Amazon’s investment in robotics 
and Al for warehouse operations not only addresses labor shortages but also improves efficiency, although 
it requires significant upfront investment. Conversely, countries that fail to adapt to these changes risk 
falling behind in global competitiveness, as labor shortages can lead to decreased productivity and 
economic stagnation. 

0 Power users (7+) 0 High adoption (4-6) 0 Average adoption (1-3) 0 No adoption 

Business Recommendation: Businesses should prioritize strategic investments in technology to 
streamline operations and offset labor shortages, ensuring long—term economic sustainability and 
competitiveness. Companies must also focus on workforce development programs, partnering with 
educational institutions and professional training organizations to retrain employees, thus 
safeguarding their employability and the company's operational efficiency. 

Environmental Impact 
The environmental impact of adopting new technologies in response to labor shortages is a complex 
interplay of positive and negative effects. On the positive side, the implementation of automation and Al can 
lead to more efficient use of resources and reduction in waste, thus benefiting the environment. For 
instance, precision agriculture, which uses Al and robotics, can optimize resource use and reduce 
environmental impact in farming. However, there's also a negative aspect, as the production and operation 
of these technologies often require significant energy, potentially increasing demand. The manufacturing 
and disposal of high-tech equipment can also contribute to environmental degradation if not managed 
responsibly. This dichotomy highlights the need for a balanced approach that leverages the benefits of 
technology while mitigating its environmental downsides. 

@2024 Government Analytica® In Pursuit of Public Value — 



‘, ‘ Government 
f: Analytica' 
‘ I 

58 

L" info@governmentanalytica.com 

Business Recommendation: Businesses should invest in green technologies and practices, ensuring 
that the adoption of new technologies is environmentally sustainable as automation and AI demand 
more energy production. Companies must also adopt a lifecycle approach to technology 
management, emphasizing responsible production, operation, and disposal practices to minimize 
environmental impact. 

Innovation Impact 
The adoption of new technologies 
in response to labor shortages and 
economic growth is a significant 
driver of innovation. As companies 
face labor constraints, they are 
incentivized to develop and 
implement innovative solutions, 
such as automation and Al, to 
maintain productivity and 
competitiveness. This necessity 
has spurred significant 
advancements in fields like 
robotics, AI, and machine learning. 
For example, in the manufacturing 
sector, the introduction of 
advanced robotics has not only 
addressed labor shortages but also 
led to the development of new 
manufacturing techniques and 
processes. However, there's also a 
risk that over-reliance on 
technology can stifle human- 
centered innovation, especially in 
sectors where human skills and 
creativity are irreplaceable. 
Balancing technological 

In Which Industries Could AI 
Do Most of the Heavy Lifting? 
Share of working hours in selected industries in the U5. 
that could be automated/augmented by the use of Al 

I High potential for automation I High potential for augmentation 
I Low potential for automation/augmentation I Non-language tasks 

Banking 
Insurance 

Software ‘8: Platforms 
Capital markets 

Energy 

Communications 8. Media 
Retail 

Health ‘ 
0% 20% 40% 60% 80% 

Tasks with high potential for automation can be transformed by AI with little 
human involvement, tasks with high potential for augmentation require more 
human involvement 

.i LE: Accenture 

100% 

Figure 23- AI impact on jobs (Statista 2023). 

innovation with human ingenuity is crucial for sustainable economic growth. 

Business Recommendation: Companies should foster a culture of continuous innovation, investing in 
R&D to develop new technologies that address labor shortages while also enhancing overall 
productivity and efficiency. Businesses need to maintain a balanced focus on human and 
technological development, ensuring that technological advancements do not overshadow the 
importance of human skills and creativity. 

Societal Impact 
The societal impact of labor shortages and the shift towards new technologies and revised admission 
policies is profound. On one hand, the adoption of technologies like Al and automation can lead to job 
displacement, raising concerns about employment security and income inequality. This is particularly 
evident in sectors where routine tasks are easily automated. On the other hand, liberalized admission 
policies for skilled labor can lead to increased cultural diversity and knowledge exchange, enriching the 
societal fabric. For instance, countries like Canada, known for their open immigration policies, benefit from a 
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diverse workforce that contributes to cultural richness and economic dynamism. However, this can also 
lead to societal tensions, as local populations may perceive foreign workers as competition for jobs. 
Balancing the benefits of technology and immigration with their societal implications is a critical challenge 
for policymakers. 

Business Recommendation: Businesses, academia, and government should implement 
comprehensive retraining and upskilling programs for the workforce to mitigate the societal impact of 
job displacement due to technology adoption. Companies can also play a role by promoting inclusive 
practices and highlighting the benefits of cultural diversity and knowledge exchange in the 
workplace. 

Additional Insights 

For those seeking to dive deeper into the subject the following sources provide valuable insights: 

1. India's Workforce Strategy: India's efforts to attract skilled foreign workers, particularly in IT and 
healthcare, are a response to rapid economic growth and labor shortages. The government has 
reformed its visa policies to facilitate the influx of high-skilled professionals, crucial for the country's 
burgeoning economy. 

Govt a roves new visa to attract forei ners boost trade business-standardcom 

2. Japan’s Pivot to Robotics: Japan's investment in automation and robotics is a strategic response to 
its aging population and low birth rates, leading to labor shortages. This approach contrasts with the 
liberalization of immigration policies in other countries, as Japan focuses on technological solutions 
to address workforce challenges. 

Manadind Japan’s Shrinkinq Labor Force With Aland Robots 

3. Shift to Artificial Intelligence (AI) in the U.S.: The United States is witnessing a significant shift 
towards automation and AI in sectors like technology and healthcare, driven by acute labor 
shortages. This transition, exemplified by Amazon's investment in robotics for warehouse 
operations, aims to enhance efficiency and productivity, despite requiring substantial initial 
investments. 

Generative Al and the future of work in America | McKinsev 

4. Robotics and AI in Precision Agriculture: Precision agriculture, utilizing AI and robotics, exemplifies 
the environmental benefits of new technologies, optimizing resource use and reducing waste. 
However, the energy requirements for producing and operating these technologies, along with their 
manufacturing and disposal, pose environmental challenges. 

Frontiers | Mobile robotics in smart farming: current trends and applications (frontiersin.ord) 

5. Canada’s Immigration Policies: Canada's open immigration policies contribute to a diverse 
workforce, fostering cultural richness and economic dynamism. While this approach can lead to 
societal tensions due to perceived job competition, it also enriches the societal fabric through 
increased cultural diversity and knowledge exchange. 

Canada’s Immidration Policies Mav Boost Its Labor Market, Economv- Bloomberd 
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Megatrend 1 1 - Political Upheavals and Economic Need For Talent Fuel 
Unprecedented Waves Of Global Migration 

Economic and political turmoil, along with the increasing 
ease of global mobility, are significant factors 
contributing to the intensification of immigration waves. 
Economic strife, characterized by job shortages, inflation, 
and limited opportunities for advancement, propels 
individuals to seek better prospects in more stable 
economies. 

Political instability, marked by government upheaval and Immigration 
conflict, further fuels the desire for safer, more secure _ 
environments. Movement of people from Central America Ec‘f'Pm'c and 
to the US. and Africans towards Europe demonstrates POI't'cal strife 
this reality. The facilitation of global travel and the combined with 
interconnectedness of nations through advancements in greater mobility 
technology and transportation also play a pivotal role. exacerbate waves of 
This combination of economic despair, political unrest, 
and improved mobility leads to a surge in the movement 
of people across borders, as they pursue hopes of a more 
prosperous and secure life elsewhere. 

immigration 

Today one can circumnavigate the globe much more quickly than ever before. Movement of people is far 
easier than decades past. When economic hardship or political strife reach high points, people are on the 
march in search of a better life and better opportunities. Immigrants and refugees spill over into other 
countries. The capacity of various countries to receive such waves vary and for some it is politically and 
economically destabilizing. 

Top 10 Impacts of Waves of Global Migration 
Here are the top 10 geopolitical risks businesses should monitor based on the megatrend political 
upheavals and the economic need for talent fuel unprecedented waves of global migration: 

1. Pressures on Local Infrastructure 
Migration influxes can place strain on housing, healthcare, and transportation systems in host 
regions, potentially impacting business operations and workforce availability. 

2. Shifting Public Sentiment and Policy 
Changes in public attitudes and government policies regarding migration may create regulatory 
uncertainty and affect workforce mobility or market dynamics. 

3. Evolving Community Dynamics 
Rapid demographic changes may influence social cohesion, presenting challenges for 
businesses in maintaining inclusive and stable workplaces. 

4. Labor Market Shifts 
Migration can create both opportunities and challenges in local labor markets, including wage 
adjustments, skills mismatches, and shifting workforce dynamics. 

5. Talent Gaps in Source Regions 
Migration of skilled workers may impact business operations in source countries, particularly 
where local talent plays a critical role in supply chains or service delivery. 
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6. Regional and Cross—Border Policy Alignment 
Differences in migration policies between countries can influence trade, workforce planning, 
and cross-border partnerships. 

7. Enhanced Border and Security Measures 
Stricter regulations or border protocols could affect the movement of goods and people, 
requiring businesses to adapt their logistics and compliance strategies. 

8. Global Coordination on Migration Challenges 
Variability in how migration is managed internationally may lead to uneven policy 
implementation, impacting business planning across regions. 

9. Increased Focus on Social Responsibility 
Businesses operating in regions affected by migration trends may face growing expectations to 
support community integration and address local challenges. 

10. Long—Term Workforce Planning 
Migration trends require businesses to plan for evolving workforce needs, including strategies to 
attract and retain diverse talent in a competitive labor market. 

GEN ERAL BUSI N ESS RECOMM EN DATION: Stakeholders should thoughtfully analwe the tendency 
towards migration and the closeness of their investment geographies to regions of instability, where 
migrants and refugees might originate, particularly during times of economic and political 
transformation. Understanding these elements is crucial in assessing geopolitical risk and 
developing matching business strategies. 

Government Impact 
The trend of increased immigration due to economic and political strife has elicited varied responses from 
governments worldwide. In some regions, governments have adopted more stringent immigration policies 
and border controls in an attempt to manage the influx of migrants and refugees. For instance, the 
European Union has seen a tightening of border controls in response to the migration crisis sparked by 
conflicts in the Middle East and Africa. On the other hand, countries like Canada have taken a more open 
approach, setting higher immigration targets to address labor shortages and promote economic growth. 
Canada's plan to welcome over 1.2 million immigrants between 2021 and 2023 serves as an example of this 
approach. These divergent responses highlight the complex interplay between national security concerns, 
economic needs, and humanitarian obligations in shaping government policies on immigration. 

Business Recommendation: Businesses should closely monitor immigration policies and trends in 
their operating regions, as these can significantly impact labor markets and consumer 
demographics. Companies should also develop flexible workforce strategies that can adapt to 
changing immigration patterns. This could include investing in local talent development programs 
in regions with strict immigration controls or leveraging the diverse skills of immigrants in areas 
with more open policies. 

Economic Impact 
The economic consequences of increased immigration due to economic and political strife are 
multifaceted. On the positive side, immigrants often contribute to the labor force, filling gaps in both skilled 
and unskilled labor markets. For example, in the United States, immigrants have been instrumental in 
sectors like technology, healthcare, and agriculture. However, sudden and large-scale immigration can also 
strain public resources and infrastructure, particularly in countries that are not economically equipped to 
handle a sudden influx. This can lead to increased competition forjobs, housing, and social services, 
potentially fueling economic and social tensions. The economic impact is thus a balance between the 
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beneficial effects of supplementing the labor force and the challenges of integrating a large number of new 
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residents. 

A Global Overview of 
Human Migration 
Net annual migration per 1,000 population 
(average 2017-2021), by country/territory 

raw ,, . 

Positive “u . ”  
I 0 to 4 _ . 
l 5 to 9 “a? 
I 10 to 45 ‘ 

Negative 
I 0 to -4 
I -5 to -9 
I -10 to ~42 

* Forced and voluntary migration. Some Caribbean islands have been groupe 
and attributed an average figure. 

Source: United Nations Population Division 
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Figure 24- Global migration average 20 17-2021 (Statista 2022) 
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Business Recommendation: 
Companies can invest in workforce 
development programs in concert 
with government that focus on 
integrating immigrants, thereby 
leveraging their unique skills and 
perspectives to drive innovation and 
productivity. This approach not only 
supports business growth but also 
helps government in the economic 
integration of immigrants, 
contributing to overall societal 
stability. 

Environmental Impact 
The environmental impact of increased 
immigration is a less direct but still 
significant consideration. Large-scale 
movements of people can lead to 
increased urbanization as immigrants 
often settle in cities. This urbanization 
can exacerbate environmental 
challenges like pollution, waste 
management, and strain on water 
resources. For instance, rapid 
urbanization in cities like Delhi and 

Beijing, partly fueled by internal migration, has contributed to significant air and water pollution. On the 
other hand, immigrants can also bring new practices and innovations that contribute to environmental 
sustainability, particularly in sectors like agriculture and energy, where their diverse experiences can lead to 
more efficient and sustainable practices. 

Business Recommendation: Businesses should consider the environmental implications of 
increased urbanization and migration in their sustainability strategies. This includes investing in 
green infrastructure and technologies that mitigate the environmental impact of urban population 
growth. Additionally, companies can collaborate with immigrant entrepreneurs and innovators who 
may bring new sustainable practices and technologies from their countries of origin, thereby 
enhancing environmental sustainability efforts. 

Innovation Impact 
Increased immigration, especially by the educated class, driven by economic and political strife, can have a 
profound impact on innovation. Immigrants often bring diverse perspectives, skills, and experiences that 
can spark creativity and drive technological advancements. For example, in Silicon Valley, a significant 
proportion of tech startups have been founded or co—founded by immigrants, highlighting their 
contribution to innovation. However, the transition and integration challenges faced by immigrants can also 
hinder their potential to contribute to innovation if not adequately addressed. The ability of a country to 
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harness the innovative potential of immigrants is dependent on its integration policies, education system, 
and the inclusivity of its economic and social environment. 

Business Recommendation: To 
leverage the innovative potential of 
immigrants, businesses should foster Where Highly EducatEd 
inclusive work environments that ' 
value diversity and encourage the M Igra ntS CO me Fro m 
sharing of different perspectives, This Most common birth countries of highly educated* 
can involve diversity training, migrants residing in OECD nations 

'"emmsh'p P'°g.'a'“s' a?“ p°l'°'es India a O 1325 that support the Integration of 
immigrants into the workforce. China . . 1.379 
Additionally, busrnesses can Invest In Philippines '3 . 104 
partnerships wrth educational 
institutions and community UK SB . 66 
organizations to support the Germany Q . 82 
development and Integration of ._ ,. 
immigrant talent, thereby enhancing Poland "6 . 38 
the overall Innovation ecosystem. Mexico fl ‘ ». . 123 

Societal Impact Russia 6 o 144 
The impaCt 0f increased immigration on * Having received vocational or academic training Population (in m) 
society is multifaceted, encompassing As of 2015/16 - latest available 
cultural, social, and demographic 5mm“: 0“” W°"d Bank 
changes. Immigrants enrich the cultural ' r 
fabric of a society by introducing new @ ® @ StatISta 1 
languages, traditions, and perspectives, as 
seen in the multicultural societies of 
countries like Australia and the United 
States. However, large-scale immigration 
can also lead to social tensions, particularly if there is a perception of competition for jobs and resources or 
if there are significant cultural differences. These tensions can be exacerbated by inadequate integration 
policies or economic challenges in the host country. The societal impact of immigration is thus shaped by 
the extent to which immigrants are integrated into the host society and the societal attitudes towards 
immigration. 

Figure 25- Countries where educated migrants come from (Statista 2022 & OECD) 

Business Recommendation: Businesses can play a role in promoting social integration and 
reducing tensions by fostering inclusive workplaces and supporting community initiatives that 
bring together immigrant and native populations. This can include cultural exchange programs, 
language training, and community outreach efforts. Additionally, businesses should be aware of 
and responsive to the changing demographics and consumer preferences in immigrant—rich 
societies, tailoring their products, services, and marketing strategies to appeal to a diverse 
customer base. This not only helps in building a positive brand image but also contributes to social 
cohesion and understanding. 

Additional Insights 

For those seeking to dive deeper into the subject the following sources provide valuable insights: 
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European Union's Response to Migration Crisis: The European Union's tightening of border 
controls in response to the migration crisis, triggered by conflicts in the Middle East and Africa, 
exemplifies a stringent approach to immigration. This response illustrates the challenges faced by 
regions experiencing significant influxes of migrants and refugees, balancing national security 
concerns and humanitarian obligations. 

New rules governing migration crisis and force maieure situations - Consilium leuropa.eul 

Canada's Immigration Strategy. Canada's approach to immigration, particularly its plan to welcome 
over 1.2 million immigrants between 2021 and 2023, highlights a more open immigration policy. 
This strategy is aimed at addressing labor shortages and promoting economic growth, showcasing 
a contrasting approach to immigration compared to more restrictive policies. 

The Dailv — Immiorants make up the lardest share of the population in over 150 vears and 
continue to shape who we are as Canadians lstatcan.gc.cal 

Economic Impact of Immigration in the United States: In the United States, immigrants play a 
crucial role in various sectors, including technology, healthcare, and agriculture. This positive 
contribution to the labor market is juxtaposed against the challenges of integrating a large number 
of new residents, which can strain public resources and infrastructure. 

Immiqration Facts: The Positive Economic Impact Of Immioration (fwd.us) 

Environmental Challenges of Urbanization Due to Immigration: The case of rapid urbanization in 
cities like Delhi and Beijing, partly driven by internal migration, underscores the environmental 
challenges associated with increased immigration. This includes issues like pollution, waste 
management, and water resource strain, emphasizing the environmental implications of large-scale 
human movements. 

United Nations Environment Prociramme 

Immigration's Role in Innovation: The significant contribution of immigrants to innovation, 
particularly in tech sectors as seen in Silicon Valley, underscores the potential of diverse 
perspectives and skills brought by immigrants. This potential is contingent on effective integration 
policies and an inclusive economic environment. 

Effects of Immigration on Entrepreneurship and Innovation 

@2024 Government Analytica® In Pursuit of Public Value — 

https://www.consilium.europa.eu/en/policies/eu-migration-policy/eu-migration-asylum-reform-pact/migration-crisis/
https://www150.statcan.gc.ca/n1/daily-quotidien/221026/dq221026a-eng.htm
https://www150.statcan.gc.ca/n1/daily-quotidien/221026/dq221026a-eng.htm
https://www.fwd.us/news/immigration-facts-the-positive-economic-impact-of-immigration/
https://www.t20italy.org/wp-content/uploads/2021/09/TF10_PB04_LM02.pdf
https://www.t20italy.org/wp-content/uploads/2021/09/TF10_PB04_LM02.pdf
https://www.cato.org/cato-journal/fall-2021/effects-immigration-entrepreneurship-innovation#immigrants-in-the-united-states


• 

• 

‘, ‘ Government 
i i ’  Analytica' L" info@governmentanalytica.com 

‘ O 

65 

Megatrend 1 2 - Production Will Continue To Migrate To The Geographies Of 
Lower Cost And Higher Geopolitical Stability 

The ongoing trend in global production dynamics is 
increasingly characterized by a strategic shift towards 
regions that offer a blend of cost-effectiveness and 
political stability. This migration is not merely a matter of 
seeking lower labor costs, but also involves a complex 
calculus that includes the stability and predictability of 
local governance, the regulatory environment, and the 
risk of geopolitical upheavals. Companies are constantly 
assessing these factors, seeking to balance the lure of "gt; l Chains ‘“ 
reduced operational expenses with the assurance of a 
stable business environment. This trend underscores the Production will continue to 
interconnected nature of global economics, where the migrate to the geographies of 
decision of a single multinational corporation to relocate 
its production can have far-reaching effects on both the lowest c°3t 
originating and the receiving regions. The resulting shift , 
often leads to significant economic and social a"— WW... 
transformations, influencing job markets, local my“ 
economies, and even global supply chains. 

Over the past few decades, the movement of production operations from country to country has become 
more intense. If production requires high labor-content, low labor-cost countries become destinations for 
factories. These countries become more urbanized as they attract factories and workers to their cities. In 
these cities, cost of living increases. Salaries must increase to keep pace. And over a few decades, these 
countries move from low cost to medium and ultimately high-cost environments. In the middle of 20th 
century, Japan was the low-cost producer, quality improved over many years, and it became a high 
production-cost affluent country. Production shifted to China. China’s costs will inevitably go higher, and it 
will ultimately become a high-cost affluent country. Other destinations are becoming more viable like 
Vietnam. These countries will move in the same trajectory. Lower production cost countries enable high- 
income countries to buy goods at a cheaper price than would otherwise be possible if produced in their 
domestic markets. This keeps price inflation down for their citizens while the producer countries grow their 
middle class with exports. Production will always seek destinations that minimize cost, so the producers 
can offer their product at competitive prices to the market. Now political stability and predictability is a new 
criterion to include in assessments. 

Top 10 List Production Migration will Seek Low Cost and High Political Stability 
Here are the top 10 ways production will continue to migrate to geographies that offer both low costs and 
high geopolitical stability. 

1. Targeting Emerging Markets with Stability 
Companies prioritize countries like Vietnam, Malaysia, and Mexico that offer both competitive 
labor costs and stable political environments. 

2. Balancing Costs in Established Production Hubs 
As costs rise in traditional hubs like China, businesses increasingly assess geopolitical risks 
alongside cost efficiency when considering alternative destinations. 

3. Focusing on Regions with Strong Governance 
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Nations with predictable and transparent governance, such as Poland or Thailand, attract 
production due to their ability to provide a stable operating environment. 

4. Strategic Use of Regional Trade Agreements 
Countries participating in trade pacts like the CPTPP or USMCA that combine tariff advantages 
with stable geopolitical conditions are increasingly favored. 

5. Leveraging Nearshoring for Stability 
Companies adopt nearshoring strategies, relocating production closer to end markets (e.g., US. 
companies shifting to Mexico) to balance cost savings with reduced geopolitical risk. 

6. Diversifying Supply Chains Across Multiple Stable Locations 
Businesses distribute production across multiple low-cost and geopolitically stable regions to 
mitigate risks associated with relying on a single country. 

7. Aligning with Political and Economic Predictability 
Countries with a track record of political predictability and consistent economic policies, such as 
India and Indonesia, emerge as key manufacturing destinations. 

8. Investing in Stable, Emerging Economies 
Companies explore newer destinations like Bangladesh or Ethiopia, provided they demonstrate 
not just cost advantages but also Improving political and social stability. 

9. Prioritizing Locations with Infrastructure Investment 
Governments that actively invest in infrastructure and maintain political stability, such as 
Malaysia or Vietnam, gain a competitive edge in attracting global production. 

10. Integrating Stability Metrics into Site Selection 
Businesses increasingly incorporate geopolitical stability indices alongside labor cost metrics to 
identify optimal locations, ensuring resilience in volatile global markets. 

This dual focus on cost efficiency and geopolitical stability drives strategic decision-making in production 
relocation, shaping resilient global supply chains while maintaining competitiveness. 

GEN ERAL BUSI N ESS RECOMM EN DATION: Stakeholders stand to gain significant insights by 
carefully examining the rise in production costs. This analysis is vital as they evaluate the long-term 
sustainability and effectiveness of their investments. Understanding these factors is essential for 
maximizing their return on investment and making informed decisions for future ventures. 

Government Impact 
The trend of shifting production to low-cost and geopolitically stable geographies has elicited diverse 
responses from governments worldwide. On one hand, governments in emerging economies, such as 
Vietnam, have embraced this trend, implementing policies to attract foreign direct investment (FDI). For 
instance, Vietnam has significantly improved its business environment, leading to a surge in manufacturing 
investments from companies diversifying their production. Conversely, countries losing manufacturing 
bases, like the United States, have seen governmental attempts to reverse this trend through policies aimed 
at bringing back manufacturing jobs. The US. government, for example, has initiated various trade policies 
and tax incentives to encourage domestic production, demonstrating a proactive stance against offshoring. 
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Business Recommendation: Businesses should 
engage in active dialogue with local governments 

BATTERY @ in emerging markets to understand and influence 
MANUFACTURING ......23‘::'f.§‘1:..'";.“:: policy developments. This could include 
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Business Recommendation: Businesses should explore partnerships or joint ventures in emerging 
markets to tap into local expertise and resources, which can lead to cost savings and access to new 
markets. Companies, in concert with academia and government, should also invest in upskilling and 
retraining programs in their home countries to mitigate the impact of job losses in traditional 
manufacturing sectors, thereby fostering a more versatile and adaptable workforce. 

Environmental Impact 
The relocation of production to low-cost, stable geographies can have mixed effects on the environment. 
Developing countries, eager to attract foreign investment, might compromise on environmental regulations, 
leading to increased pollution and resource depletion. For example, rapid industrialization in a number of 
countries has contributed to significant environmental challenges, including air and water pollution. 
Ironically, today’s advanced economies were faced with equivalent pollution challenges for similar reasons 
a century ago. At that time, these economies were in a parallel stage of development to today’s emerging 
economies. This trend can also lead to environmental benefits in countries where production is departing. 
For instance, the reduction of heavy industry in Western Europe has contributed to lower local emissions 
and a shift towards cleaner, service-based economies. 
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Business Recommendation: Companies should adopt and promote sustainable production 
practices in emerging markets, which can include investing in clean technology and adhering to 
international environmental standards. Businesses should engage in collaborative efforts with local 
governments and international organizations to support environmental protection initiatives in 
regions where they operate, fostering a balance between economic growth and environmental 
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THE TOP GLOBAL RISKS IN 2023 
Please rank the top 5 currently manifesting risks in order of how 

Global Risks "New“ Survey: Q severe you believe their impact will be on a global level in 2023. 
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Figure 27- Top global risks in 2023 (World Economic Forum and 
Visual Capitalist 2023) 
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Innovation Impact 
The migration of production to low-cost, 
geopolitically stable areas can influence 
innovation in both the originating and receiving 
countries. Countries losing production bases may 
experience a shift towards higher value-added 
activities, such as R&D and design. For instance, 
many Western companies have transformed their 
domestic operations to focus more on innovation 
and less on mass production. On the other hand, 
receiving countries benefit from technology 
transfer and skills development. As seen in China, 
the influx of foreign manufacturing has led to 
significant improvements in local technological 
capabilities and innovation infrastructure. 

Business Recommendation: Companies 
should focus on building R&D centers in 
their home countries to maintain a 
competitive edge in innovation while 
leveraging lower production costs abroad. 
Businesses should also collaborate with 
academic institutions and local companies 
in emerging markets to foster an ecosystem 
of innovation and skills development, 
thereby enhancing the overall value chain. 

The shift in production dynamics profoundly impacts society at large. in countries attracting manufacturing, 
such as Vietnam and Bangladesh, there is often a significant improvement in living standards, with newjob 
opportunities and economic growth. However, this can also lead to urban overpopulation, increased cost of 
living, and potential labor rights issues. In contrast, countries experiencing manufacturing outflows, like the 
United States, may face social challenges, including job losses and the erosion of manufacturing 
communities. This can lead to broader socio—economic issues, such as increased income inequality and 
reduced social mobility. 

Business Recommendation: Companies should invest in community development programs in 
regions where they establish production facilities, focusing on improving local infrastructure, 
education, and healthcare. Businesses should mitigate the negative impact of manufacturing job 
losses, in concert with academia and government, to retrain the affected workforce. 
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Additional Insights 

For those seeking to dive deeper into the subject the following sources provide valuable insights: 

1. Vietnam's Attraction of Foreign Direct Investment: Vietnam has significantly improved its business 
environment, which has led to a surge in manufacturing investments from companies diversifying. 
This aligns with the broader trend of production shifting to low-cost, geopolitically stable 
geographies. 

FDI attraction situation in Vietnam and Vietnam’s overseas investment in the first nine 
months of 2023 

U.S. Policies to Encourage Domestic Production: The United States has implemented various trade 
policies and tax incentives to encourage domestic production and counter the offshoring trend. 
These measures aim to bring back manufacturing jobs lost to other countries. 

The Buv American Act and Other Federal Procurement Domestic Content Restrictions 

Economic Impact of Production Migration: The migration of production to low-cost regions 
contributes to the development of emerging economies by creating jobs and industrial growth, as 
seen in Bangladesh's garment industry. However, it can lead to deindustrialization and economic 
disruptions in higher-cost countries like the United States and parts of Western Europe. 

Truth and consequences of offshoring Economic Policy Institute (epiorgl 

Environmental Consequences of Production Relocation: The relocation of production to 
developing countries can lead to environmental challenges due to compromised regulations, as 
seen in China and India. Conversely, it can benefit the environment in countries where production is 
decreasing, like in Western Europe. 

Can Industrial Relocation Reduce Air Pollution? (frontiersin.oro) 

Innovation and Production Migration: The migration of production can influence innovation in 
both the originating and receiving countries. Countries like the US. are shifting towards higher 
value-added activities, while receiving countries, benefit from technology transfer and skills 
development. 

Does Offshorinq Production Reduce Innovation | NBER 
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Appendix: Top 1 2 Megatrends - "States" Edition 

Trends often must be detected amongst a myriad of incoming mixed signals. Megatrends especially impact 
the economy and the business environment. Domestic megatrends may realign Government’s internal 
national policies and investments. External megatrends may influence a country’s international ambitions, 
in turn reshaping international policies and investments. The following top twelve megatrends are major 
influencing factors shaping state government policy, economy, environment, technology, and society. You 
can download a complementary copy of the Megatrends Report at our website. 

12 Global Geopolitical Megatrend — 
Impacting the Economy, Business, and Markets 

1 Globalization 8 Weary of dominance by more affluent domestic regions, states put a 
Market Access premium on access to their markets. 

. . States will invest in statewide sectors with strong national and international 2 Industrial Policy competitive advantages. 

States external relations will be bipolar, swinging between ideology and 3 Foreign Policy pragmatism 

Global influence is powered by the strength of a state’s economy, its 
4 Global Influence sought-after commodities, or its strategic geography 

Environmental Policy Utilitarian environmental policy will shape a growing portion of state’s 
Industrial Policy industrial and economic strategies 

States invest in diversifying supply sources to build stronger and more 
6 Supply Chains resilient economies 

State policies are influenced by the citizen’s reaction to the information 7 Public Policy they consume 

8 Industrial Policy State industrial policies will remain influenced by political systems 

Changes in generational public value expectations will reshape state’s 
9 Domestic Policy political landscape 

States demographic differences, labor shortages and rising costs 
10 Labor accelerate innovation, invention, and adoption of new technologies 

Political upheavals and economic need for talent will fuel waves of 
11 Immigration migration within the country 

Production will migrate to states with lower cost and higher political 1 2 Supply Chains stability 
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Appendix: Top 12 Megatrends - "Cities" Edition 

Trends often must be detected amongst a myriad of incoming mixed signals. Megatrends especially impact 
the economy and the business environment. Domestic megatrends may realign Government’s internal 
national policies and investments. External megatrends may influence a country’s international ambitions, 
in turn reshaping international policies and investments. The following top twelve megatrends are major 
influencing factors shaping city government policy, economy, environment, technology, and society. You 
can download a complementary copy of the full Megatrends Report at our website. 

12 Global Geopolitical Megatrend — 

Globalization 8 

Impacting the Economy, Business, and Markets 

Weary of dominance by more affluent regions, cities put a premium on 
Market Access access to their markets. 

. . Cities will invest in sectors with strong national and international 2 Industrial Policy . . competitive advantages. 

. . Cities external relations will be bipolar, swinging between ideology and 3 Foreign Policy pragmatism 

4 Global Influence Global influence is powered by the strength of a Citys economy, Its sought- 
after commodities, or its strategic geography 

5 Environmental Policy Utilitarian environmental policy will shape a growing portion of City’s 
Industrial Policy industrial and economic strategies 

6 Supply Chains Cities invest in diverSIfying supply sources to bUIld stronger and more 
reSIlient urban economies 

7 Public Policy City poliCies are influenced by the Citizen 3 reaction to the information they 
consume 

8 Industrial Policy City industrial policies will remain influenced by political systems 

. . Changes in generational public value expectations will reshape City’s 
9 Domestic Policy political landscape 

City’ s demographic differences, labor shortages and rising costs 10 Labor . . . . . . accelerate innovation, invention, and adoption of new technologies 

. . Political upheavals and economic need for talent will fuel waves of 11 Immigration . . . migration to or from the City 

12 Supply Chains Production Will migrate to Cities With lower cost and higher political 
stability 
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Dr. John Pournoor is the CEO and founder of Government Analytica. 

Government Analytica serves a diverse clientele including companies, associations, 
non-profits, NGOs, philanthropies, and in-house or external legal functions and 
advocacy organizations. 

Our expertise spans an array of sectors such as healthcare, infrastructure, urbanization, mobility, 
technology, safety, and security. We enthusiastically engage in projects that drive civic and 
societal policy transformations. 

At Government Analytica, we enhance our clients' strategy towards policymaker engagement by 
amplifying our client proposals' compelling public value. We harness analytics for strategic insight, 
to improve government engagements, to enrich proposals, and shine light on policy outcomes. 

We are continuously mining government data from an extensive range of public domain sources. 
We meticulously analyze and categorize this data by geography and industry, applying our 
advanced analytical tools and techniques. Complemented by our data and analytics, we provide 
policy assessment, industry assessments, market assessments, regulatory insights, advocacy 
campaign playbooks, as well as white papers and policy proposals. 

With over three decades of experience in Government work, our team has successfully completed 
thousands of projects across the US at municipal, county, state and federal levels, and in Europe, 
the Middle East, Africa, Asia, and Latin America. John has a combination of experience, expertise, 
and a fervent passion to empower changemakers. 

John is a Policy Fellow of the Humphrey School of Public Affairs at University of Minnesota. He serves on the board of 
Evergreen-Energy. He has been appointed by US. Secretary of Commerce to the Minnesota District Export Council. He 
also represents midwestern US. States on the National Association of District Export Councils. John earned his degrees 
in engineering (BS, MS/PhD) from the University of California, Berkeley, University of Washington, Seattle, and MBA from 
the University of St. Thomas in Minnesota. John has worked for Intel, Chevron, Boeing, Dupont, before joining 3M. 

He helped build the international government affairs function of BM in over 30 countries with new processes, tools, and 
analytics approaches. He has applied his novel policyanalytics tools to practical applications in Government Affairs, 
Public Affairs, Public Policy, and Government Relations, contributing to advancing each field over his 35-year career. 

John is a tireless advocate for non-profits and multilateral organizations and volunteers for community-based non- 
profits. He lives with his wife, Erin, in Minneapolis where they enjoy film, music, and theater. He is an avid cook. His travels 
and his weakness for good food and good company has blessed him with many lasting friendships around the world. 
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