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Geopolitical changes, technological advances and
the COVID-19 pandemic have changed traditional
economic models. This process is commonly referred
to as geoeconomic fragmentation, a de facto halt in
globalization processes, leading to governments
attempting to facilitate the transfer of production chains
to their own or at least friendly countries (friendshoring).
This may result in the split of the global economy into
blocs. Based on national security considerations, partners
are selected within the framework of friendshoring.

Overall, we can observe the growing influence of
geopolitical factors on geoeconomic ones. From the
global economic downturn and climate change to the
cost-of-living and debt crises, the world faces complex
and interconnected challenges. Geopolitical tensions
add to these issues, making it even more difficult to ad-
dress vital global problems.

he world is changing rapidly, and the global
economy is no exception. Geopolitical changes,
technological progress and the COVID-19 pandemic have
made adjustments to traditional economic models. While
this process is not usually called a structural transformation,
terms such as “fragmentation” are used, though this does
not change the essence of the issue. The turning point we
are witnessing now began to take shape in the middle of the
last decade, but has now intensified.
» The actual halt in globalization processes and, conversely,
the beginning of deglobalization processes, has prompted
governments to stimulate the relocation of production



chains to their own or at least
friendly countries_ a strategy known as
friendshoring'. This may result in the
division of the world economy into blocks.
It will not necessarily be rigid: most likely,
there will be two cores, conditionally
Western and Eastern, and a set of
countries trying to cooperate with both
blocks.

Growing influence of national security
issues on economic policy. It is for
reasons of national security that partners
are selected within the framework of
the friendshoring policy. In general, we
can talk about the growing influence of
geopolitical factors on geoeconomic
ones. The potential split of the global
trading system into two blocs, East and
West, would reduce global prosperity by
5%, and some regions by 10-15%. The
East would suffer more, not because of
reduced trade, but because of restrictions
on the spread of ideas and knowledge®.
Technological transformation: Artificial
intelligence, blockchain, the Internet of
Things - these technologies are changing
production processes, opening up new
markets and creating new professions.
Demographic trends have been pointing
to an aging population worldwide for
many years, and in some countries, a
decline in population size. Recently, these
processes have become particularly
pronounced in China. This, along with
other factors, is leading to a slowdown in
economic growth with low unemployment.
Sustainable development: Environmental
issues and climate change require a
transition to more sustainable consumption
and production models.

Inequality: The COVID-19 pandemic has
exacerbated existing inequalities. Economic
recovery must be inclusive.

Innovation and digitalization: Investments
in research and development, development
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of digital technologies are the key to
increasing competitiveness.

Green  economy:  Transition to
environmentally friendly energy sources,
development of renewable energy
sources, circular economy.

International ~ Cooperation:  Despite
increasing fragmentation, international
cooperation remains important to solve
global problems.

Geoeconomic fragmentation has already
reduced global GDP growth by several
percentage points. Increased military
spending and its likely further increase in
the near future will also drain some of the
funds and resources that could be used to
address global issues. The collapse of global
coordination of development processes
raises the question of the ability of the
world community to solve global problems,
the future of development in general - this
will become a key topic in the coming years.
It can be said that any increase in geopolitical
tension increases the temperature of the
planet both in the figurative - political - and
in the literal sense of the word.

The Economist recently listed three shocks
threatening the European economy that
deserve comment®. The first is the energy
crisis, which the author associates with the
Ukrainian conflict. Let us recall that the
European Union created an energy system
that failed under the natural shocks of 2021,
leading to a sharp price increase. Since then,
the EU has been incurring additional costs
for energy imports, despite the contraction
in consumption. In addition, new investment
costs have emerged to restructure the
energy system - primarily with ambitious
plans for climate programs, reinforced by
the urgent refusal of direct supplies from the
Russian Federation.

The second shock is the wave of Chinese
goods in the EU, seen as China's attempt to
export "its slowdown." Liberalism is clearly
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' Due to the deterioration of interstate relations, many countries are considering the possibility of friend-shoring - creating
supply chains with allies. However, no country will benefit from friend-shoring, and the total losses could reach 4.6% of global
GDP, the study found. https://econs.online/articles/ekonomika/torgovlya-po-druzhbe-izderzhki-frendshoringa/

*>  https://econs.online/articles/ekonomika/vostok-zapad/

* Carr E. Europe’s economy faces a triple shock // The Economist. 2024. https://www.economist.com/leaders/2024/03/27/the-tri-

ple-shock-facing-europes-economy
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becoming inconvenient, but so far there is
no radical means of accelerating exports
from the EU in sight, since the Russian
Federation is under sanctions, China is a
major exporter, and the United States is only
dragging production from the EU to itself.
These "geo-trading” intrigues are usually
discussed as part of theories of development,
trade or political relations. The European
Union has been facing a growth problem
for five years now, and all its own decisions
also do not provide a quick return. It should
be noted that the difficulties of the EU's
competition with the United States and China
have already become a commonplace and a
constant topic of newspapers. For example,
the New York Times on June 5, 2024, writes
about the "competitiveness crisis" of the
European Union, whose capital investments,
incomes and productivity lag behind the
two giant competitors®. Finally, the third
threatening shock is considered to be the
election of Donald Trump as US president
again, which could lead to an increase in
tariffs on imports from the EU. Here,
quite reasonable concerns arise that the
unsuccessful measures of leading countries
and associations on tariffs may turn out to
be "a cure worse than the disease”. In gen-
eral, the European Union with large social
programs and climate ambitions looks like
an economic organism designed for smaller
obligations with high rates of resource
growth. Without the EU reaching a trajectory
closer to 3% GDP growth, all of Brussels and
Berlin’s plans in the areas of energy, climate,
and social issues will run into tough budget
constraints and will be perceived more
painfully by the electorate.

Historically, major crisis shocks have led
the global economy to a new type of growth
through asset obsolescence. The global
financial crisis of 2008-2009 led to tighter
banking controls, a slowdown in the
investment process with low interest rates
and low inflation®. Now we are seeing

industrial policies in developed countries
in the form of subsidies, sanctions, merger
bans, forced sales of companies, lawsuits,
special R&D programs, which, without going
into textbooks, have returned to real business
life. Instead of a cyclical boom in capital
investment, we are seeing a decline in trade
openness, high interest rates, which in general
does not contribute to a rapid recovery.

The transition to a green economy
requires major investments. Emissions
reduction is compatible with economic
growth, and the emissions intensity of
economic activity has fallen significantly in
recent decades. However, emissions continue
to rise. Much more needs to be done,
and it must be done quickly. In advanced
economies and China, green investment is
growing rapidly. The greatest effort now lies
with other emerging market and developing
countries, which must significantly accelerate
the growth of green investment and reduce
investment in fossil fuels. This will require
technology transfer from other advanced
economies and China, as well as significant
private and public financing.

The trillions of dollars that COP-28, held
in Dubai in December 2023, expects the
world to spend to prevent climate change are
still materializing rather slowly. Developing
countries only received the long-promised
$100 billion per year for the first time in
2023 to implement these goals. The choice
between climate and income is now very
clear. And this is a question of growth drivers
in the coming years, which the current trade
wars are holding back. Note that the total
cost of achieving zero emissions by 2050
was estimated in the McKinsey 2022 report®
at $275 trillion, or 7.5% of global GDP for
this period. This figure appears realistic in its
scale and indicates that the global community
has not yet actually taken on the solution to
the climate problem. The issue of climate
change mitigation has several interconnected
aspects. First of all, investments in renewable

* Cohen P, Bradsher K., Tankersley J. How China Pulled So Far Ahead on Industrial Policy // The New York Times. 2024. https://
www.nytimes.com/2024/05/27/business/economy/china-us-tariffs.html
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energy sources are aimed at increasing energy
capacity to meet growing energy needs,
especially in developing countries. This re-
duces potential emissions, but not always
actual ones. Preserving the planet's climate is
only possible with huge expenditures, a focus
on developing countries, coordination of
logistics, investments, production of the
appropriate equipment, and cooperation
between leading powers. Every step toward
increasing geopolitical tensions essentially
heats up the planet.

Social problems will worsen in the coming
years. Competition between the poor in
developed countries and those in developing
countries will intensify. Military spending will
grow, once entering a spiral of escalation.

From the global economic downturn and
climate change to the cost-of-living crisis
and high debt levels, there are no simple
solutions. Compounding these challenges
are geopolitical tensions that make it even
more difficult to solve vital global problems.

Indeed, while we need to increase
international cooperation on multiple fronts,
we face the specter of a new Cold War that
could see the world break up into competing
economic blocs. That would be a collective
failure of economic policy, leaving everyone
poorer and less secure. It would also be
a stunning reversal of fortune. After all,
economic integration has helped billions
of people become wealthier, healthier, and
better educated. Since the end of the Cold
War, the global economy has nearly tripled

in size, and nearly 1.5 billion people have
been lifted out of extreme poverty. These
dividends of peace and cooperation cannot
be squandered.

Estimates of the costs of fragmentation
from recent studies vary significantly. The
long-term costs of trade fragmentation alone
could range from 0.2 percent of global output
in a limited fragmentation scenario to nearly
7 percent in an adverse scenario, roughly
equivalent to the combined annual output of
Germany and Japan. When the technology
gap is factored in, some countries could face
losses of up to 12 percent of GDP’.

In addition to trade restrictions and
barriers to technology diffusion, fragmentation
could be felt through restrictions on cross-
border migration, reduced capital flows, and
a sharp decline in international cooperation,
leaving us unable to cope with the challenges
of a more shock-prone world. This would
be especially hard on those most affected
by fragmentation. Low-income consumers
in advanced economies would lose access
to cheaper imports. Small, open-market
economies would be hit hard. Much of Asia
would suffer because of its heavy reliance on
open trade.

Emerging market and developing
economies will no longer benefit from
the spillovers from technology that have
boosted productivity and living standards.
Instead of catching up with advanced
economies in income levels, the developing
world will fall further behind.

' https://www.imf.org/ru/Blogs/Articles/2023/01/16/Confronting-fragmentation-where-it-matters-most-trade-debt-and-climate-ac-

tion
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Ynsyntd £ wptuwphwintunbuwywt dwutwwnnd ($pwgdbunwghw): Snpwjugdwt gnpdpupwgub-
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pwlwu onpwubiph wbnwihnfundp ubithwlywu Ywd gnubt pwpbywd Gpypubp ($pbunonppug):
Thw hGnbwupny hwdwofuwphwiht nuwmbunigynitup Ywpnn  pwdwudb) pinlyubiph: Uggqwghu
wuywnwugnipjwl tywwnwnnidutiphg Gubind £, np gnpdpuytipubipu punpynud Gu $pkungnphugh
opowuwlubipnud: Cunhwunip wndwdp, Ywpbh £ Jyuwb; wotuwphwpwnwpwlwu gnpdnuubph’
w2tuwphwwnunbuwlywu gnpdnuutiph ypw wénn wgnbtignyegjwi dwuht: <wdwfuwphwiht nuwnb-
unipjwu wuyndhg U Yihdwih thnihnfunigynittuhg dhusl Yjwuph wpdbph W wwpwpwjhtu 6quwdw-
dtipp hwnpwhwntint hton dwuwwwph sfw: Uu hhduwluunhpubphtu gndwpynid 5o bwbe wy-
fuwphwpwnwpwlwu jwpywdnigintuutipp, npnup £ wybh Gu ndqwpwgund hwdwtuwphwjhu
dwlwpnwyny wnweowgnn Yauuwlwu fuunhpubiph |nwdndp:

<hduwpwnbp. wptuwphwintipbuwwt Jwubwipnid (ppwqutiiyppnwghw), pwnpbluwdwlwt
hwpwpbinnuygynittin (ppblunpnphtiq), Yubws iptipbunygynit, Yipdwgh
thnthnfuniyniti

Bare BYJIAHUKAH
Cmapuwuii uccnedosamens uccnedosamenbckozo yeHmpa «Ambepd», Al DY,
KaHOUOam 2KOHOMUYECKUX HayK, doyeHm
TEOOKOHOMUNYECKAA XPOHUNKA

TMOBANIbHAAl 9KOHOMMKA: MONCK HOBbIX NYTENA

[eononuTtnueckne nsmeHeHusa, TexHonoruydeckne poctukenna u naHgemma COVID-19 usmenunu
TPafMLMOHHbIE S3KOHOMUYECKME MOJenu. DTOT npoLecc 0bbIYHO Ha3bIBAKOT FrEO3IKOHOMUYECKON dhpar-
MeHTaumel, hakTUYeCcKUM npekpatleHmem rnobanv3aloHHbIX NPOLLECcCoB, NPUBOAALLUM K NOMbITKaM
npaBUTENBbCTB CNOCOOCTBOBATL MEPEHOCY MPOW3BOACTBEHHbIX LIENOYeK B CBOM Unn XxoTA Obl Apyxe-
CTBEHHble CTpaHbl (ppeHpLiopuHr). CneacTBreM Yero MOMET CTaTb Packon MUPOBOW 3KOHOMUKM Ha
6nokn. Ucxopa n3 coobpasenuii HaumoHanbHoii 6e3onacHOCTH, NapTHepbl BbIGMpalOTCA B pamKax
dpeHpLwopuHra. B enom moxHo KoHCTaTMpoBaTh BO3pacTatoLLee BAMAHNE FeONoANTUYECKUX (DAaKTOPOB
Ha reoskoHomuueckune pakTopbl. OT rnobanbHOro KOHOMUYECKOTrO Cnaja W U3MEHEHWA Knumarta fo
Kpu3unca CTOMMOCTU HU3HU 1 JONFOBOrO KpM3unca — He CyLLLeCTBYeT NpocToro cnocoba ux npeofoneHus.
K atm npobnemam pobaBnAeTca reononMTUYecKas HanpAKEeHHOCTb, KOTopaA eLle bonblue 3aTpyaHAET
peLLeHne MU3HEHHO BaxHbIX Npobnem Ha rnobanbHOM ypoBHE.

KnroueBble cnoBa: 2€03KOHOMUYECKAA d)paemeHmauu;a, d)peHaLUOpUHZ, 3e/leHaA 3KOHOMUKa,
usmeHeHue Kaumama



