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Abstract—Este artigo irá examinar como várias dinâmicas evolutivas subjacentes irão moldar a economia global, a
partir de uma perspectiva europeia. O artigo discutirá também algumas áreas de cooperação multilateral centradas nas
alterações climáticas, na preparação para pandemias, e no desenvolvimento sustentável. Numa época de tensões geopolíticas
acrescidas, a cooperação internacional é fundamental para evitar a fragmentação e o agravamento da instabilidade na
economia global.
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1 Introduction

A s the world economy is experiencing
shock after shock, multilateral cooper-

ation is urgently needed to tackle numerous
problems requiring collective action on a
global scale. Pandemic management and pre-
vention, climate change, poverty, food and energy
security, debt and development in low-income
countries are a few examples. More cooperation
between all countries, especially the largest, is
crucial to avoid the specter of fragmentation. Such
international cooperation is even more warranted
because there is not a single natural "hegemon" -
following Charles Kindleberger - who can stabilize
the international economic system (especially) in
times of stress or crises. When in 1929 "the British
could not and the United States would not" act as
a lender and consumer of last resort, the world
economy ended in a deep and protracted depres-
sion (Kindleberger 2013).

Confronting these formidable challenges
together is in the best interest of all coun-
tries. Future pandemics may be unavoidable,
but the risks and costs can be reduced through
joint efforts by countries and organizations. The
WHO provides a platform for cooperation be-
tween governments to prevent and manage future
pandemics among other health objectives. Given
that epidemics can impose significant economic
and financial costs on affected countries closer
collaboration between the WHO, on one hand,
and multilateral financial institutions, such as the
IMF and the World Bank, on the other hand, is
crucial. Cooperation between countries to support
development objectives in developing countries is
crucial for a more stable and socially cohesive
world. With about 60 percent of the world pop-
ulation projected to live in today’s low and lower-
middle income countries by 2050 (compared with
52 percent today), developed countries and in-
ternational organizations should provide support
to these countries in achieving the Sustainable
Development Goals (SDGs). Finally, no country
can combat climate change on its own. Global
cooperation is required. Such cooperation needs
to create incentives for countries at various devel-
opment stages to exceed their climate objectives,
which is necessary to limit the rise in temperature

well below 2.◦C (as agreed in Paris, in 2015).
Unfortunately, the temptation to free

ride and risks to such cooperation have
become stronger. If history is any guide, the
global economy prospered when the international
community agreed on the rules for cooperation
and set up a system of multilateral institutions
to aid the implementation of those rules. Recog-
nizing the benefits of international cooperation is
crucial. Unfortunately, developments in the last
few years, such as COVID-19 and Russia’s inva-
sion of Ukraine, have created risks of polarization
and division, which need to be overcome. The Eu-
ropean Union (EU), as one of the major economic
powers in the world, can play a crucial role in
promoting the common agenda and effectively fa-
cilitating international cooperation. In this paper
we briefly review the experience of international
cooperation and its benefits and focus on three
key areas in which global cooperation is needed
going forward: pandemic preparedness, SDGs and
combating climate change.1

2 Benefits of and Risks to Global Co-
operation

The establishment of the Bretton Woods
institutions in 1944 marked the beginning
of a new era of multilateral cooperation.
The key objective of the new institutions - the
International Monetary Fund and the World Bank
- was to rebuild the shattered global economy
after the disastrous effects of the Second World
War by promoting international economic coop-
eration and development among the participating
nations. Later, in 1947, the agreement was reached
to create the General Agreement for Tariffs and
Trade (GATT), the predecessor of the World
Trade Organization (WTO). The creation of the
new post-war economic order was truly an inter-
national effort-involving countries from all parts
of the world including the Western countries such
as the United States and the United Kingdom,
and other global players like China, India, and

1. Combating climate change is one of SDGs (SDG 13) but
we single it out given the existential threat presented by climate
change to the world.
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the Soviet Union. Stability and structure pro-
vided by the new global order has helped many
countries to grow their economies as economic
interconnectedness increased. The share of inter-
national trade in percent of the global GDP rose
2.5-times in the period between 1970 and 2021
(Figure 1). Real average world per capita as well
as GDP per capita of the European Union also
increased by about 2.5 times. Concurrently, the
share of the world population living in extreme
poverty declined. Following the successful launch
of new institutions of global economic governance
other crucial international organizations, such as
the World Health Organization (WHO) and the
Food and Agriculture Organization (FAO) were
created.

Figure 1: World Trade and Global per capita
GDP

Source: World Bank.

Russia’s invasion of Ukraine is threaten-
ing to upend the system of global economic
cooperation and fragment the world into
us-versus-them blocs. The war and the poli-
cies adopted by a number of developed country
governments and firms against the aggressor have
resulted in colossal human losses, triggered the
largest population displacement since the Sec-
ond World War and disrupted global trade and
financial flows.2 Russia is a major exporter of

2. Sanctions against Russia have been progressively instituted
since 2014 after its illegal annexation of Crimea. Sanctions
expanded massively in 2022 following the Russias military ag-
gression against Ukraine.

oil and gas products, grains, fertilizer, and other
key commodities and has a much larger footprint
in the global economy than other countries that
had been under sanctions in previous historical
episodes, such as Iran, South Africa, or Venezuela.
Therefore, the impact on the rest of the world
is much more profound. The fighting has also
disrupted trade routes in the Black Sea limiting
Ukraine’s ability to export grains, sunflower oils,
and other goods from its seaports. Isolation of
Russia from the international financial system
(especially the exclusion of several Russian banks
from the SWIFT system in March 2022) and
from trade have prompted some redirection of
Russian trade and financial flows. For example,
bilateral trade between Russia, on the one hand,
and China and India, on the other hand, has been
growing during 2022.3 The trade between Russia
and China and India is increasingly denominated
in local currencies.

The global power balance is also chang-
ing as China has emerged as a major global
economic player. The rise of China has been
impressive since the 1980s. During most of twen-
tieth century, including at the time when the
key multilateral institutions were created, the
United States was a dominant world economic
power (Figure 2). Shortly after the recovery from
the WWII, Europe restored some of its former
economic might through its own regional coop-
eration. As Jean Monnet observed in 1954 "Our
countries have become too small for the present
day world, for the scale of modern technology
and of America and Russia today, or China and
India tomorrow." 4 Even so, in purchasing power
parity (PPP) dollar terms, the weight of the EU
(after accounting for the expansion of its mem-
bership and for Brexit) in the global economy
has been consistently declining since the 1960s
because of the rapid growth of the Chinese and
Indian economies. China, in particular, has more
than tripled its PPP GDP weight in the global

3. According to calculations by Reuters (based on Chinese
customs data) year on year growth in Chinese exports to Russia
stood at nearly 27 percent in August 2022 while Chinese imports
from Russia were at 59 percent.

4. The statement was made on November 9, 1954 and is
reproduced in his Memoirs: the Architect and Master Builder
of the European Economic Community, New York, Doubleday,
1978.
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economy and now exceeds that of the United
States. Meanwhile, Russia (Soviet Union before
its independence), a country with the largest land
mass in the world, has been losing its weight in
the global economy in PPP terms and is projected
to continue its decline partly as a result of its
declining population.5

Figure 2: Global GDP Weights of Real GDP
(in percent of global GDP, 2011 purchasing

power parity dollars)

Sources: Maddison Database Project 2019; IMF WEO; and the
authors calculations.

Note: Each datapoint corresponds to a 10-year average for each
country/group in the global economy. The variable used is real

GDP in 2011 US dollars. Projections are based on
extrapolations of the Maddison data assuming real GDP growth
rates from the IMF World Economic Outlook (WEO) database
(April 2022 vintage). Beyond 2027 (the terminal year of the
IMF WEO projections extrapolation is done using the growth

projection for 2027.

3 Strengthening Pandemic Prepared-
ness

If there is one main lesson to draw from
COVID-19 it is that strengthening interna-
tional cooperation for pandemic prepared-
ness is crucial. The effects of the COVID-19
pandemic have been catastrophic. The officially

5. The population of Russia started declining in the 1990s.
The turning-point is well before the corresponding point for
Japan (normally referred as the paradigm of early demographic
transition). See United Nations, Department of Economic and
Social Affairs, Population Division, Population Projections.

reported figures put the global death toll at nearly
7 million. Credible estimates by independent re-
searchers are much higher, at 17.2 million as of
May 31, 2022 (Sachs and others, 2022).6 The
difference between the reported and estimated
numbers results from the fact that more than
100 countries do not collect reliable statistics on
expected or actual deaths, or do not release them
in a timely manner (Adam 2022). In addition
to the staggering human toll, the pandemic has
resulted in massive economic losses estimated to
be close to $13.8 trillion through 2024 relative to
pre-pandemic forecasts (Gopinath 2022). These
estimates could have been significantly higher if
not for the extraordinary work of scientists to
develop vaccines at neck-breaking speed, and the
swift policy responses across the world.

Even before COVID-19 outbreak it was
evident that pandemic preparedness should
have become one of the top priorities for
the global community. The history of emerging
or re-emerging infectious disease pandemics shows
that the frequency of pandemics has increased
significantly (Ross and others 2016). The rise
in the frequency of emerging infectious diseases
is largely associated with demographic changes
and the increased world population density (Jones
and others 2008). There have been several major
epidemics (both established and emerging) since
2000 (Figure 3).7 In the last 15 years alone six
public health emergencies of international concern
have been declared by the WHO (Wilder-Smith
and Osman 2020). Nonetheless, despite major
advances in medical sciences global preparedness
has not been adequate. For example, the Ebola
outbreak in 2014 exposed weaknesses in the iden-
tification of community outbreaks, limited capac-
ity of local health systems, poor communication

6. The Economist excess deaths model available
at,https://ourworldindata.org/grapher/excess-deaths-
cumulative-economist-single-entity?country=~OWID_WRL,
puts the total deaths estimate at 21 million.

7. Established infectious diseases are those that have been
prevalent for a sufficient period of time to allow for a rela-
tively stable and predictable level of morbidity and mortality.
Emerging diseases include newly emerging diseasesi.e., diseases
that are recognized in the human host for the first timeand
re-emerging diseasesdiseases that historically have infected hu-
mans but continue to reappear either in new locations or in
resistant forms or reappear after apparent control or elimination
or under unusual circumstances (Fauci and Morens 2012).

https://ourworldindata.org/grapher/excess-deaths-cumulative-economist-single-entity?country=~OWID_WRL
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between response teams and the population, and
the slow and poorly coordinated international
response (Sands and others 2016).

The international community should
recognize that investing in pandemic pre-
paredness helps address a systemic risk to
the global economy. All nations need to mobi-
lize additional financing to invest in strengthening
their capacity to fight the next pandemic. It is cru-
cial that as countries upgrade their systems, they
let themselves be guided by International Health
Regulations, which provide an overarching legal
framework for handling public health events and
emergencies. Such investments in health systems
can reduce the probability of future pandemics
occurring and the costs (both human and eco-
nomic) associated with the fight against them.
Moreover, these investments can also help tackle
other long-standing infectious diseases, such as
HIV/AIDS and Malaria. Eradication of smallpox
in the 1970s - an endemic disease of 20th century
- was an outstanding practical achievement and
was possible owing to international cooperation
in public health and investments in vaccination
programs and information and knowledge sharing
(Cooper and others 1989). The total annual fi-
nancing needs for investing in the strengthening
pandemic prevention and preparedness is esti-
mated at US$ 31.1 billion, which implies addi-
tional financing needs of US$ 10.5 billion after
considering current and expected domestic and
international financing (G20 2022a). Many emerg-
ing and developing economies will not be able to
mobilize substantial additional financing needed.
Therefore, the cooperation among all key stake-
holders, such as national governments, multilat-
eral and specialized institutions, and the private
sector will be needed to scale up financing for
pandemic preparedness. In addition, a new ded-
icated multilateral financing mechanism has been
proposed to signal the importance of pandemic
preparedness, sustain global attention in inter-
pandemic years and mobilize and deliver addi-
tional resources (G20 2022b).

Figure 3: Major Epidemics, 2000-2022

Source: various sources.

4 Achieving Sustainable Development
Goals

Even prior to the pandemic many low-
income developing countries faced colossal
challenges to reach the SDGs by 2030. De-
livering on SDGs in the areas of primary phys-
ical infrastructure (roads, electricity, and water
and sanitation) and in the social sector (health
and education) was estimated at 15 percent of
GDP in low-income developing countries and 4
percent of GDP in emerging market economies
prior to the pandemic (Gaspar and others 2019).
Most emerging market economies could finance
the additional spending to achieve the SDGs by
raising tax revenues through major, sustained
efforts to strengthen tax capacity. In low-income
developing countries, however, the magnitude of
required additional spending implies than an am-
bitious but realistic increase in tax revenues could
potentially finance only one-third of the total
additional spending. Improving efficiency through
better economic management together with en-
hanced transparency and governance could also
allow governments to achieve more with less. Esti-
mates suggest that about one-half of the spending
on public investment in developing countries is
wasted (Schwartz and others, 2020). Strengthen-
ing the institutional framework through better
governance and a more robust regulatory envi-
ronment would help catalyze additional private
investment. For countries in Sub-Saharan Africa,
for example, increasing spending efficiency could
yield 21/2 percent of GDP in savings (Desruelle,
Razafimahefa, and Sancak 2019) while the private
sector, both domestic and international, could
bring an additional 3 percent of GDP over the
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next decade (Eyraud and others 2021). Even with
these efforts, a sizable financing gap would re-
main, which in many countries could potentially
be financed through support from international
partners by stepping up efforts to increase Offi-
cial Development Assistance (ODA) to meet the
target of 0.7 percent of aggregate DAC GNI.

The pandemic first and then the war
in Ukraine were major setbacks for the
achievement of the SDGs by 2030. The pan-
demic has markedly slowed down the progress to-
ward achieving SDGs, especially in Latin America
and the Caribbean and in Sub Saharan Africa
(Figure 4). The pandemic has also substantially
raised the financing needs to reach the SDGs.
In the five key development areas - education,
health, roads, electricity, and water and sanitation
- the financing needs for four case study countries
increased by about 21/2 percentage points of GDP
(Benedek and others 2021). The pandemic also
affected other SDGs. For example, the number
of people living in extreme poverty is estimated
to have increased by 124 million to 779 million
in 2020, implying a global poverty rate of 10
percent, which is 1.9 percentage points higher
than forecasted for 2020 before the onset of the
pandemic (World Bank 2022). The war in Ukraine
has brought about further challenges to ambi-
tions of reaching various SDGs. In addition to
devastating effects to Ukraine itself, the war is
having a profound impact on global food security,
making the achievement of the SDG2 on ending
hunger by 2030 significantly more challenging.8
Moreover, higher food prices are hurting the poor
the most as food normally represents a higher
share in the consumption basket of lower-income
households. The eventual poverty impact could be
substantial. For example, the 2010-11 food price
spike raised the number of the worlds poor by
an estimated 8.3 million (Ha, Kose and Ohnsorge
2019). The confluence of factors, such as the pan-
demic, climate change, and the war in Ukraine,
suggest that the risk of famine today is much
higher than it has been for many decades (Alfani
and O Grada, 2022). These multiple crises have
jeopardized meeting the agenda for SDGs by 2030

8. The SDG2 is on ending hunger, achieving food security and
improving nutrition and promoting sustainable agriculture.

(United Nations, 2022).

Figure 4: Annual Change in SDG Index Scores*

Sources: Sustainable Development Report; and authors’
calculations.

Note: AEsAdvanced Economies; EMEEmerging Market
Economies; LIDCLow-Income Development Countries;

CCACaucasus and Central Asia; MENAPMiddle East, North
Africa, and Pakistan; LAC Latin America and Caribbean;

SSASub Saharan Africa.
The SDG Index is an assessment of each countrys overall
performance on all SDGs. The score ranges between 0 (the

worst possible outcome) and 100 (the target).

The current predicament requires a
more intense global partnership to salvage
the SDGs against the backdrop of recent
shocks. The consequences from Russia’s invasion
of Ukraine necessitate that the international com-
munity stand together to provide crucial support
to those most affected by the war. More than 14
million displaced individuals within and outside
Ukraine, mostly across Europe, need urgent aid to
support their livelihoods. Meanwhile, it is equally
important that the assistance provided to the
victims of the war does not crowd out support
from the members of the international community
to low-income countries in their efforts to meet
the SDGs. The EU member states in particular,
which account for nearly half of total official
development assistance, should stay the course
and step up their efforts in supporting countries
whose development agendas have been set back by
the two major shocks (Figure 5). Demonstrating
the EU’s steadfast support for low-income coun-
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tries would also help ensure that these countries
continue to view the EU, and the global com-
munity more generally, as constructive partners
in their quest for economic development. Among
the largest providers of official development as-
sistance only a handful meet the 0.7 percent of
GNI target set by the UN resolution adopted
in 1970 (Figure 6). Meeting the 0.7 percent of
gross national income target would provide about
US$230 billion in additional funding to contribute
to closing development gaps (Gaspar and others
2019).

Figure 5: Official Development Assistance
(percent of total)

Source: OECD, and authors calculations.

Figure 6: Official Development Assistance
(percent of total)

Source: OECD, and authors calculations.

Promoting economic growth is the most
effective way to rapidly achieve SDGs.
Growth expands the pool of available resources
for investing in SDGs creating a virtuous cir-
cle of growth and development. To accelerate
growth rates, countries need to rigorously imple-
ment structural reforms that strengthen macroe-
conomic fundamentals, the quality of key insti-
tutions and the regulatory environment for the
private sector. For a typical emerging market and
developing economy, major simultaneous reforms
in domestic and external finance, international
trade, labor and product market regulations, and
governance could raise annual economic growth
by about 1 percentage point over five to ten
years, doubling the current speed of income-per-
capita convergence to advanced economy levels
over the next decade (IMF 2019a). Doubling
projected GDP per capita in 2030 would reduce
additional spending needs by some 41/2 percent-
age points (Gaspar and others 2019). As a suc-
cessful example, Vietnam managed to achieve a
remarkable progress thanks to structural reforms
implemented starting from the late 1980s. Being
initially poorer than most of todays’ low-income
developing countries, Vietnam managed to lift its
per-capita GDP 10-fold, and as a result reduce
the poverty rate (living at below $1.90 per day)
from more than 60 percent in the 1980s to below
5 percent of the population now and to become
a country that ranks in the top quarter of SDG
performance across emerging market economies
for the majority of indicators (Baum 2020).

5 Tackling Climate Change

Global temperatures are rising at an
alarming speed and, if unaddressed, could
exceed pre-industrial levels by 3 degrees
Celsius or more by the end of the century.
The global annual average temperature has al-
ready increased by about 1.1◦C compared with
the preindustrial average. The years 2020 and
2016 were the two hottest years on record since
the beginning of recordkeeping in 1880.9 Decade
after decade average temperatures kept creeping

9. Source: NASA’s Goddard Institute for Space Studies
(GISS).
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up (Figure 7). The increase has been greatest
in the Europe and Central Asia region followed
by the Middle East and North Africa and North
America.

The consequences of the increase in
temperatures include the rise in ex-
treme weather events, such as heatwaves,
droughts, and flooding. The frequency of such
extreme weather events has accelerated over the
last three decades across many geographic ar-
eas (Figure 8). In addition to their large human
toll, extreme weather events bring about signif-
icant socio-economic disruption. Moreover, ex-
treme weather events tend to affect the poor more
than the rich. The poor are also most exposed
to the more gradual, slow, and more pervasive
environmental disasters caused by climate change
(Stern 2019). Empirical evidence suggests that an
increase in climate vulnerability is positively asso-
ciated with rising income inequality, after control-
ling for economic and demographic factors (Ce-
vik and Jalles 2019). Therefore, climate change
could undermine poverty eradication efforts as it
disproportionately impacts the poorest regions,
and worsens income inequality within countries
(World Bank 2020). Climate change may also
prompt international migration.

Figure 7: Global Annual Mean Surface Air
Temperature Change

Source: NASA.
Note: Land-ocean temperature change with respect to the base

period of 1951-1980.

Figure 8: Frequency of Climate Related
Disasters (total for each decade)

Source: The Emergency Events Database (EM-DAT), Centre
for Research on the Epidemiology of Disasters (CRED) /
Université catholique de Louvain (UCLouvain), Brussels,

Belgium - www.emdat.be.
Note: Includes droughts, extreme temperatures, floods,

landslides, and storms.

Given that temperature rises impact the
entire globe, all countries need to invest
in resilience to adapt to climate change.
It is clear that even with the best mitigation
efforts climate change will continue. Therefore,
national adaptation plans should be developed
and implemented using a three-pillar approach
that focuses on (a) structural resilience by build-
ing climate-resistant infrastructure; (b) financial
resilience that ensures countries have fiscal buffers
to cope with disasters; and (c) post-disaster re-
silience requires that requires contingency plan-
ning (IMF 2019b). The costs of adaptation, espe-
cially building structural resilience, are high for
low-income developing countries. Annual adap-
tation costs could exceed 1 percent of GDP for
some developing countries and above 10 percent
of GDP for some island states (Aligishiev, Bellon,
and Massetti 2022). Importantly, most of these
low-income countries have not significantly con-
tributed to global warming but they face high
adaptation costs against the backdrop of limited
fiscal space. Therefore, there is a significant role
for the international community to provide sup-
port to climate change vulnerable countries an-
chored in nationally developed disaster-resilience

www.emdat.be.
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strategies. Advanced economies should deliver on
their promise to provide additional $100 billion
to developing economies in climate finance. The
IMF’s new policy instrumentthe Resilience and
Sustainability Trust (RST)will provide crucial fi-
nancing to eligible low-income countries to en-
hance their economic resilience and sustainability
with a special emphasis on climate change (IMF
2022).

If adaptation policies are needed for all
countries climate mitigation by large emit-
ters matters most to avoid catastrophic
effects on the planet. Recognizing that low-
income countries have historically contributed less
to global greenhouse gases (GHG) emissions, the
international community adopted the principle of
"common but differentiated responsibility and re-
spective capabilities" to fight climate change. The
top three emitting countries in the world - China,
the United States, and India - are projected
to account for about 55 percent of global CO2
emissions in 2030, suggesting that a pragmatic
approach among these countries could have a
profound effect on the overall volume of emissions
(Figure 9). The EU’s contribution to the global
emissions is projected to be 8 percent (one-quarter
of China’s contribution), while all G20 countries
together account for up to 85 percent. The ulti-
mate objective of mitigation policies, which was
endorsed by 196 signatory parties in Paris in
2015, is to keep the increase in global temper-
ature by 2100 within 1.5◦C - 2.◦C. Mitigating
the climate and the attendant decline in extreme
weather events will have a very positive long-term
economic impact, especially taking into account
health and productivity gains from reduced local
pollution. However, the progress to date in achiev-
ing emissions reductions has been limited.

Figure 9: Shares of Countries and Regions in
Global CO2 Emissions, 2030

Source: Parry, Black and Roaf 2021

Carbon pricing is the most effective pol-
icy instruments to curb climate change.
Each country would have to take measures to set
carbon prices at appropriate levels to ensure the
required carbon emissions reductions. To avoid
a collective action problem an international car-
bon price floor (ICPF) has been proposed as a
pragmatic solution (Parry, Black and Roaf 2021).
The ICPF would be negotiated among key large
emitters and focuses on the minimum price for
carbon. For equity considerations, including for
application of the principle of "common but dif-
ferentiated responsibility and respective capabil-
ities", the carbon price floors would be differen-
tiated depending on countries income level. For
illustration, a price floor of $75 per ton of carbon
could be adopted for advanced economies, $50
for emerging market economies and $25 for low-
income developing countries. The ICPF with a
tiered price system, appropriately designed and
simultaneously adopted by countries, would likely
be sufficient to achieve the target of keeping the
global temperature increase within 2.◦C, would
have only a small impact on global economic
growth and would help ensure a fairer redistribu-
tion of burden of reducing emissions across coun-
tries (Chateau, Jaumotte, and Schwerhoff 2022).

Strong global action to raise carbon pric-
ing is urgently needed as current levels of
carbon prices remain woefully low. Although
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several countries, including EU members, have
been aggressively raising carbon pricing, either
through carbon taxes or emissions trading sys-
tems (ETS), this has not been sufficient to mean-
ingfully raise the global average price. About four-
fifths of global GHG emissions remain unpriced
and the global average carbon price in 2021 was
only $3 per ton (Figure 10). The slow progress
has triggered discussions in countries with high
carbon prices to place charges on the carbon con-
tent of imports from low carbon price countries.
However, this is a highly ineffective instrument
for emissions reduction compared to the ICPF be-
cause carbon embodied in trade flows is typically
less than 10 percent of countries’ total emissions.

In contrast to mitigation objectives,
many governments are underpricing fos-
sil fuels, which leads to overconsumption
and subsequently to faster global warming.
Fossil fuel subsidies, measured as underpricing
compared to the full supply and environmental
costs of the fuels, stood at nearly 7 percent of
GDP in 2020 (Parry, Black, and Vernon 2021).
Such subsidies are particularly high in the Middle
East and North Africa region and the lowest in
North America (Figure 11). The size of these
subsidies has very likely increased in 2021 and
2022 with the substantial rise in global energy
prices. In addition to their contribution to global
warming, fossil fuel subsidies lead to worsening in
local air quality problems, with knock-on social
and healthcare effects. Fossil fuel subsidies are
also costly, poorly targeted, and crowd out other
productive government spending. Reforming fossil
fuel subsidies can be politically difficult but if
designed appropriately such reforms can become
acceptable. Subsidy reform needs to rely on a
comprehensive reform plan consisting of a far-
reaching communications strategy, appropriately
phased energy price increases, sequenced differ-
ently across energy products, targeted mitiga-
tion measures for vulnerable households, improve-
ments in the efficiency of state-owned enterprises,
and depoliticization of energy pricing (Clements
and others 2013).

Figure 10: Carbon Pricing, Coverage and
Average Price

Source: World Bank.
Note: Carbon coverage shows the share of global carbon

emissions subjected to a carbon price.

Figure 11: Fossil Fuel Subsidies, 2020 (in
percent of GDP)

Sources: Parry, Black and Vernon (2021); and authors
calculations.

Note: Subsidies include explicit (subsidies due to supply costs
being greater than the retail prices) and implicit subsidies

(subsidies due to the efficient price being greater than the retail
price, exclusive of any explicit subsidy).

Russia’s invasion of Ukraine has put en-
ergy security at the forefront of the policy
agenda for many countries creating risks for
the green transition. In response to rising en-
ergy prices many countries have announced emer-
gency measures to cushion the effects of higher
prices on vulnerable households and firms. In most
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cases the key objective of announced policies was
to limit the pass-through of the increase in inter-
national prices to domestic consumers (Amaglo-
beli and others 2022). Some governments also took
measures to boost local fossil fuel productions to
ensure affordable access to energy. These mea-
sures are aimed at further boosting coal produc-
tion to reduce reliance on imported coal (for ex-
ample, China), or to sustain household consump-
tion of coal briquettes through price subsidies (for
example, Mongolia). It is crucial that the current
energy price shock does not derail the world from
meeting the target to limit global warming to
below 2.◦C and is managed in a way that is consis-
tent with the climate ambition. Diversification of
energy supplies can help accelerate the transition
to green economies and strengthen energy secu-
rity. Speedily increasing investments in the pro-
duction of renewables and reducing dependence
on fossil fuels are urgent priorities to ensure both
energy security and climate change mitigation.
However, in the short run, as economies grapple
with supply shortages, alternative supply sources
of nonrenewable energy, including, for example,
enhancing markets for liquefied natural gas, and
temporarily expanding production of shale oil and
gas may be unavoidable.

6 Conclusion

In this paper we argue that even in today’s highly
interdependent but polarized world international
cooperation is crucial and feasible. Effective co-
operation should focus on areas where collective
action is urgently needed. Cooperation in public
health to eradicate smallpox in 1970s serves as
an inspiring example when key global players,
the United States and the Soviet Union, then
rivals in the Cold War, joined forces to introduce
a program under the auspices of the WHO. In
today’s world, strengthening pandemic prepared-
ness, supporting low-income countries in achiev-
ing SDGs and tackling climate change are priority
problems. Russia’s war in Europe, the disastrous
effects of the COVID-19 pandemic, derailed ef-
forts to achieve SDGs and the increased frequency
of extreme weather events should prompt coun-
tries, and especially all major players, to embrace

collaborative action for the ultimate benefit of the
entire world.

The EU can act as a center of gravity for
multilateral cooperation. It has a special role to
play given its unique position on the global arena.
In particular,

- The EU is a large and successful global
player. Despite its declining weight in the global
economy the EU still accounts for about 15 per-
cent of the world GDP in PPP terms. Moreover,
the EU has been successful in building an inclusive
economy with its member states enjoying one of
the highest levels of social protection globally.

- The EU is an example of multilateral coop-
eration, based on collective institutions and com-
munity law. The EU is a union of nations, peoples
and citizens that has reached a deep level of
international integration. The single market and
the euro are its most emblematic achievements.

- The EU has established itself as a reliable
partner on global arena. The EU has been force-
ful in taking actions in all crucial transnational
areas. Over the last several decades the EU has
made strong progress in reducing its greenhouse
gas emissions. For many years the EU has been
providing financial and technical support to low-
income countries to implement necessary poli-
cies in support of SDGs. The EU has been an
important actor in helping countries strengthen
pandemic preparedness and has contributed con-
siderably, for example, to increasing COVID-19
vaccine access globally.

Global cooperation is a vital priority for the
EU. Its exercise of soft power requires global
peaceful coexistence to deliver security and pros-
perity to European citizens. The EU can play
a constructive role in finding practical ways for-
ward. One good example is climate change. By
2030, the EU emissions are projected to be below
those of China, the US and India. Differences in
numbers are stark: 8 percent projected for the EU
against 55 percent for the sum of these three coun-
tries. China alone is projected to represent almost
one-third of total emissions. Nevertheless, the EU
is most advanced in the use of carbon pricing. In
this area, the EU could help push a comprehensive
agenda that would include financing, innovation,
technology transfer, and development. In such
agenda, adaptation would have to be considered
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together with mitigation. By playing such a role,
the EU would be pushing for security and pros-
perity for all citizens of the world.
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