rot Y R v
i : )‘i N\
A~ ¥ P
;N A NS v . -
TN, -
el V! |
' ¢ (:af . M | !
My S o R

Global Development Horizons 2011

Multipolarity: New Global Economy

THE WORLD BANK
Washington, D.C.



Contents

Foreword . .. e X
ACKNOWIBAOMENTS . ... XV
GlOSSaIY . . oo XVii
Abbreviations. . .. ... XiX
OVERVIEW . . 1
Emerging Growth Poles Will Alter the Balance of Global Growth ........ ... ... ... .. ... .. 2
Emerging-Market Multinationals Becoming a Potent Force in Reshaping the Process of

Industrial Globalization . . .. .. 4
Multipolar International Economy to Lead to a Larger Role for the Euro and, in

the Long Term, forthe Renminbi. . . ... .. . 6
Multipolarity to Bring Benefits and New Challenges to the DevelopingWorld ... ...... ... ... .. 9
CHAPTER 1: Changing Growth Poles and Financial Positions . . . ......... .. .. ... ... ... 13
Growth Poles and the Global Macroeconomy in the PostcrisisEra. .. ... .. ... .. .. .. ... 14
The Character of Growth in the Potential Emerging Economy Poles . . .. ....... ... . ..... ... 24
Dynamics of New Growth Poles: Implications for Domestic Output, Trade Flow Patterns,

and Global Payments Imbalances .. ... ... . 36
Growth Poles and Multipolarity in the Future World Economy . ......... ... .. ... ... .. ... 45
Policy Challenges and the Development Agenda. .. ... . ... .. . . .. . 47
ANNEXES. .« o 51
NOTES . L . 62
ReferENCeS . . o 65
CHAPTER 2: The Changing Global Corporate Landscape . . .. ... . ... ... ... ... ... ... .. 73
Emerging-Market Multinationals: Agents of Change in a Multipolar World . . ...... ... .. . ... 75

GLOBAL DEVELOPMENT HORIZONS 2011



vi

Contents

Global Development Horizons 2011

The Growth and Globalization of Emerging-Market Corporate Finance . ... .................. 89
Devising an Effective Framework for Cross-Border Investment . ... .................... 104
ANNEXES. .« o 108
NO S . L o 118
References .. .. 120
CHAPTER 3: Multipolarity in International Finance.. . . . .. .. ....................... .. 125
International Currency Use ... .. .. 127
Moving to a Multicurrency International Monetary System .. ... ... ... ... ... ... ...... 133
The Shape of Things to Come: Some Scenarios for a Future International Monetary System ... 142
A Path toward Improved Institutional Management of a Multipolar World ... ........ ... .. .. 147
CONCIUSION. « o o 151
ANNEXES. . o ot 153
NOTES . o 155
ReferenCes . . . .o 157
Boxes
1.1 What is a growth pole? Defining poles in theory and practice. . ............. ... ... 16
1.2 Growth poles atthe regional level . ... ... ... ... .. . . . . ... 21
1.3 Proximate and fundamental factors related to multidimensional growth polarity ... .. .. 22
14 Suggestive evidence of successful transitions to consumption-driven growth. ... ... .. 35
15 Modeling the current account and growth process . ... ... . ... . L., 38
1.6 Multipolarity and commodities . .. ... ... . 50
21 Empirical analysis of cross-border bilateral M&A flows from emerging economies . . . . . 87
2.2 The global expansion of cross-border financial transactions . ...................... 90
2.3 Data on international bond issues by firms. .. ... ... .. ... ... 100
2.4 Econometric estimations of corporate bond spreads. . .. ... ... . ... ... 102
25 The long history of failed negotiations over a multilateral investment framework. . . . .. 105
3.1 Historically, one national currency has played a global role—or at most,

afew national currencies . ... ... 129
3.2 Benefits from currency internationalization . ... .. ... ... 135
3.3 The changing external financial position of developing countries .. .............. .. 143
Figures
1.1 Channels of growth spillovers froma growthpole. . . ....... .. ... ... ... ... . ... 17
1.2 Historical evolution of simple growth potarity, selected economies, 1-2008 ... ... . . .. 18
1.3 Modern evolution of multidimensional growth polarity, selected advanced and

emerging economies, 1969-2008 . . .. .. . ... .. ... 19
14 Evolution of multipolarity, alternative indexes, 1968-2008 .. .. .. ... .. ............ 23
1.5 Global distribution of growth poles, 1994-98 and 2004-08 . . ... . ... . ... ... ... .. 24
1.6 Total factor productivity contribution to growth, selected potential poles . ... ..... .. .. 26

1.7 Technological innovation, selected potential emerging economy poles .. ..... . .. .. 27



